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Iiakiione as shogun 


Hikaru Kerns’ conclusion [REVIEW, Dec. 
3, 82] is that Japanese Prime Minister 
Yasuhiro Nakasone's c eteis influ- 
enced or dictated by Kakuei Tanaka, but 
the conclusion is erroneous. Nakasone 
is intellectually, administrgtively and 
politically superior to all his recent pre- 
decessors. He is also à better political 
manipulator. 

‘In giving seven of the 20 cabinet posts to 
Tanaka's faction and four to that of Zenko 
Suzuki, Nakasone's action must be under- 
stood in the context of the internal struc- 
ture of a Japanese grouping and its vertical 
organisation. 

The Japanese academic Prof ®Chie 
Nakane wrote: 

» No matter how strong the unity, no 
matter “how happy the group” (to use a 
Japanese expression), a sudden removal 
of the leader automatically brings a house- 
hold rebellion — an internal struggle. 

> A group is 4in accumulation of re- 
lationships between two individuals. The 
leader's absence or death may give rise to 
internal disruption, antagonism within&he 
group or a split. 

» The difficulty in installing a new 
leader lies in the personal relationship be- 
tween him and the rest. 

At present Nakasone can exercise in- 
fleunce over the sub-groups in both the 

Tanaka and 
Suzuki factions 
through the 11 
ministers. For the 
future, he stands 
to benefit from the 
chaos following 
the expected poli- 
tical demise of 
Tanaka or Suzuki. 
Sub-groups in the 
Nakasone: а winner. | two factions will 
transfer their al- 
legiance to him, as from now he is the sup- 
reme patron. One danger is that Nakasone 
or one of his ministers may personally 
intercede or tamper with the prosecution 
against Tanaka, which is unlikely. 

The measure of Nakasone as a man and 
a politician was exemplified by his resigna- 
tion as a minister and his personal apology 
to the families of the civilians killed in the 
collision of two aircraft (one military), 
when he was the transport minister. He 
will give Japan strong leadership. His 
choice of the ministers over the expected 
opposition or protest from the Takeo 
Fukuda c shio Komoto factions is indi- 
cative of the man’s mettle. 

Singapore CHENG TIM PIN 


A quarter of the world 

If we are to follow the logic of Salleh Sabtu 
[Letters, REVIEW, Nov. 26, '82] on sharing 
the wealth of Malaysia, the Chinese can 
equally claim that fhe wealth of the world 
should reflect its racial composition — 
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1f Salleh is really so disgusted with the 


genous bumiputras are so keén to. join 
their ranks by clamouring for more and 
тоге of the wealth of the country? His 
concern for the non-Malay poor would 
sound noble indeed were it not for the fact 
ithat more and more non-Malays are join- 


ing their ranks because of the discrimina- | 


tory polteies of the present government. 

To fanatics —, racial, religious. or 
eological.— nothing on earth camwop 
em doing what they want to do. They 
have the logic. of пе who believe 









on earth ‹ can stop 
{сев t he сво further 







bumiputras shoul 
wealth of the. coun 
powers-that-be? 
Ipoh, Malaysia —— 


ce they аге the 
CURIOUS" 


It is. with greater humility that another 
bumiputra reads the forceful letter of Sal- 
leh Sabtu. Loyal Malaysians are all aware 
of the wisdom of the New Economic Po- 
licy, and have pledged cooperation. in 
order to achieve the socio- о 
jectives of this. profow 
rifices and understanding 
and the unwritter 
process of restructuring of. ty should 
be temporary and that the policy and 
benefits are a privilege rather than an enti- 
tlement. Receiving assistance in. per- 
petuity underscores a fundamental weak- 
ness, and this many of us do not want. 
Bumiputras should comprehend that 
the New Economic Policy should not be 
taken as a matter of right, but as.an aid toa 
greater goal. We should aim to dispense 
with it, rather than take pride'in retaining 








it. The bumiputras must learn to cope with - 


the stresses, demands and tension of ac- 
tive participation in the economic sector, 
and not be dependent on artificial props. 
There must come.a time when such aids 
may not be forthcoming, and indeed no 
E on earth can make a bumiputra 

ave an even footing with his non- 
bumiputra brethren, if he does not shape 
his mental framework to stand on his own 
feet now. His destiny lies with him and not 
with a myriad of statistics and incessant 
aid. 

One tends to sympathise with the aver- 
age bumiputra today, for he is being ex- 
posed to greater stresses than other ethnic 
ps in: Malaysia. He is not only asked 
participate actively in the economic life 

he country within the space of 20 years, 
{ achieved, should i 
enomenal feat. He has to cope with the 
incongruity of urbanisation and moderni- 
tion. And all the wh: e, hei is committed 








4. Ulu Kelang, Malaysia 


people. The highly skilled and the profes- 








we could look 
dignity and optimism. 


irty rich," why is it that Malaysia'sindi- {<P 


external aggression and internal subver- 
sion are not the only fear in Prime MIRS- 
ter Lee Kuan Yew's political calculations. 
The proposed one-party state st 
very real fear of a Singaporea 

Singapore’s vibrant *economy ‘is 
sionals, while invaluable as the mainstay 
of Singapore’s industrial strategy, are also 
internationally mobile. Thus, any sign 
that. promotes a crisis of comfidence in th 
political management of the republic wit 
engender a fear in them and may well en- 
courage their exodus en masse from Sin- 
gapore. Civilisation is fragile. 2. 

Once again, Lee has shown that he is a 
statesman extraordinaire. A опе- 
state will be a welcome move for ordinary 
Singaporeans if the purpose is to facilitate 
a unified national pursuit for а manage- 
able tomorrow. International risks are 
simply too overwhelming for Singapore to 
afford the luxury of domestic political bic- 
kerings. More than anybody else, Lee 
wants а success of his technocratic society, 
not an unwitting slide into a banana re- 
public. 

However, the absence of a political op- 
position guarantees a gradual calcification 


of the ruling party. That may not bode“ 


well for the government bureaucracy and 
the public at large. Perhaps Lee should. 
seriously consider the alternative of a two- 
tier government system. Such a system 
will be capable of formally accommodat- 
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ing the political experience of the old pfe” 


` guard and the career developments of the 


second-line leaders, Democracy will pre-. 
vail in an atmosphere of stability. - | 
Отапо AY HAIG: 


Respect for rights 


The American’ suggestion that Japan | 


should defend its major sea lines of com- 


munication within a perimeter of-1 ,000:| | 4s 
[The 5th: `Со- 


nautical miles from Tokyo 
штп, REVIEW, Nov. 26, '82] will have some 
consequences. American policymakers 
should: retain a supervisory role so that 
mutual respect of territorial rights will be 
maintained between Japan and neigh- 
bouring countries. 

There are feats arising fromthe past sad 
experience when Japan used. its military 
strength to dominate many of its neigh- 
bours in World War II. However, I think 
that with American assistance historical 
events are unlikely to repeat themselves, 
since the political situation in Japan in the 
past was different from the present. 
Legazpi City, Philippines: EMMANUEL D. BACCAY 
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China's conor awhile J] e! 





With Economic Statistics 1949 — 1 980 
` XUE MUQIAO, Editor-in-Chief 


This definitive and official report from the Peeple' s 
Republic of China marks a publishing first for. 

* “China. Hailed by @eijing Review as “the most up- 
to-date and comprehensive picture of China's 
«economy available," the Almanac was prepared by 
‘renowned economists Xue Muqiao, with 
"contributions by China's top leaders and 
economists. It provides the only systematic account. 
of the development of China's socialist economy 
over the past 30 years, including government: 
policies, decrees and regulation® for agriculture, 
industry, finance, taxation and foreign trade. 
















































Focussing on China’ 's economic performance in 
1980, the Almanac makes available all statistics 
and devel opments since 1949, It provides 
background information on Chinese history, — - 
‘geography, national minorities, political parties, 
government systems, legal develo ents, y 
organisations and administrative units. To — 
facilitate the cooperation and exchange between. 
China and other countries, the Almanac also lists. 

major Chinese economic research organs, 
periodicals and academic bodies, plus. foreign trade 
organisations, banks and insurance companies. | 





Almanac of China's Economy provides the only 
official report of China's economic, political and 

business trends. Find out where China has been, 
and where it's going, with this one-of-a-kind, 
historical е: ET 
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|... Almanac of China’ s Economy 1981- 
: Price: HK $800 /US$123.95/£75 
No, of copies s.is Ову surface Um airmail" 
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The Movie: s annual Where to. 
ture is now three years old and of the animals which. - 

racterise each year in the Chin 
à lor 1983 looks. the ha 


ch 


Your Money fea- 





0 predict. The New 


ona anote of recovery or alto | тата coe 


- this very uncertain backgrout 


experts set out their strategies for invest 
about the whole gamut of portfolio inv 
bonds, money-market funds, commodit 


| тападещ 
metal itself (pictured) ап 
which should infit 
the investment 
Pages. 62-{6. 


funds, gold in the form of fut fee 
rt. Business Editor Anthony Rowley surveys, 
1ce investment decisions and notes that while cautious Gptimism г 
e 6 1983 it боша turn out to be even-mor a pig gf фе than the dog. 








there a are мог-. 


overnment's 


n ns 
convention is signed by an 
overwhelming. majority of mem- 
bers. In Asia, the convention 
gives the go-ahead to Indonesia’s 
concept of an archipelagic state. 
But it. тау! теап new disputes. 





Page 222 
South Korean dis- | 
sident Kim Dae | 
Jung's apparent | 

in the United 
States is followed 
by an amnesty for 
other: political | 

but 


ge 22 
The resignation of New Zealand 
Labour leader Bill Rowling 
breaks a кешен logjam. 


Pages 26-28 


1ѕау! 1 ѕау!1 say! What makes you 


laugh? The Review surveys the 


humour of Asia. 











Business Affairs § 


Jayewardene hits ; a six — 10 І 


бароге: Wanted 
opposition m : 
Foreign relations: Dividing the 
waters 4... 
indonesia’s golden pond 
Interview/Mochtar Kusumaatrmadja: 
-LoóKing back on a long fight 
Chaos or cooperation? 
South Korea: А cure for 
dissidence 
New Zealand: The logjam i is 

















мау to the отаву 





Aviation: Thai International going | 
with Boeing? 
Flying in the ointment | 

industry: Following Manila's Рейс 
oracle 








"Cover story: Apocalypse or 


regenesis 
Yankees, gifts, yen bonds — 
bustin’ out. all.over 
The money markets go.out of 
fashion — for now : 
All that glitters (in 1983) is gold 
Timber and cement — commodities 
До build on 
The professionals — past record, 
future promise Ls LLL. 
А doit: yourself portfolio for 1983. 2. 
A punt in Chinese paintings or 
pue: chip ce ceral ч І 
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Cover p 


| Mosco ] беән to prove its lo 


to Hanoi by signing a larger 
pact with its Asian sally. "e 


| Page 80 


‚Recession 


prompts Asi 
inessmen to be more specific 


about the idea of creating an 


economic community. 


Agr culture: Indonesian rice comes 


.. acroppet 


Economic relations: А 
hug for Vietnam 
Club for Asia's clobbered 
Aid still decamping 


| 
Letters 
Briefing 
intelligence 
The Week 
Traveller's Tales .... 
The 5th Column n- 
Richard Hughes 


reassuring 














| Есопотіс Monitor: Austral 


Stockmarkets 
Backpage Lett 










lal. Mosque in 

me the home 

just-formed Asia-Pacific 
Council of Mosques, which is 
iated with the Saudi 























rganisation, < Rabetai ^ al’ 
Alam al Islami. The objective 
"iof the council is to define Ts- 
lamic duties for Indonesian | 
‘Muslims, and not to disturb | 
non-Muslims, it was stressed. 
«nui» high official of the Indone- 








сате the cguncil’s first secret- 
‚ ary-general. The affair is seen 
*as parteof fnkartf's continuing 
effort to maéntain. and dem- 
strate its Миы ерсе. 
tials to both domestic and in- 
d audiences, while 
‘ke€ping watch. on what it.g 

ides ore radical forn ae 
Islam. 
















— sUg MU  WANOHARA 


India and Pakistan set up 
a joint 






aries initialled agree- 

ment on December 23 to set up | 
^а joint commission оп 
,economic, consular, cultural, 
educational, scientific and 
eehnological |. cooperation. 












mission was taken during a 
meeting. last. November be- 
n Prime Minister Indira 
dhi гапа President Zia-ul 


‘sian Mħistry of Religion Бе-. 


The decision to set up such a 


| ous Muslim region in th 
ern Philippines u 


cos returned to Manila, he 
agnommiced the merging of the 
"executive Und o£ the two 
semi-autononT 


(REVIEW, Арг, 2, 82). How- 
ever, Saudi authorities cpn- 
sider that further measures are 
needed to make this autonomy 
more meaningful. 
gf”. © ~—SHEILAH OCAMPO 
Clarificagion soughton - 
Cambodia proposals 
pat Foreign Minister Siddhi 
Savetsila has said Thailand is 
seeking clarification. of пем 
proposals on ig Cambodia from . 
France, gehania and Bel. 
fium. Asean. sources say the 
proposals are for a meeting in- 
volving the three Khmer resis- 
tances groups, the Hanoi- 
installed government in Phnom 
Penh and Asean. But the Five 

























India has about two dozen |1, 













t commissions. with other 
untries but this was the first 


1¢ foreign secretaries also: 





"Pakistan's plan for a 
r pact and India’s pro- 
rà treaty of friendship. 

— SALAMAT ALL 











Мора esata Aam атама 
lied. a scheduled four-day 
visit to the е Philippines in De- 






plomatic 

; d the REVIEW that- 

he * за himself at the last 

po moment because the Saudis 
considered that a. promise - 


8 





eed to continue the dialo- } 





| Siddhi: questions on Cambodia. 


still seek an international solu- 
tion as called for by the Inter- 
{national Conference.on Kam- 
puchea in New York in July 


x | sia pa 


Siddhi was talking to. news- 

men after the December 22-23 
- visit to Thailand of Singapore's 
Prime Minister Lee Kuan Yew. 
Lee’s talks with his Thai coun- 
terpart, . Prem | Tinsulanond, 
produced по пем initiatives on 
T the Aséan-Indochina situation. 





Thailand and Singapore tend 
to have similar views on how to 
tackle the Cambodian prob- 
| lem. .....  RODNEY TASKER: 


regional 
bodies in Mindanao into: one + 








JPhis. reflected. the fact. that 






Taiwan to make 

Toyota cars è 
After two years of negotiation, 
the Ministry of Economic Af- 
fairs in Taiwan has formally an=, 
the 


venture partner in a factory 
small passenger cars a year. 
rival Nissan, will hold а 45% 


project, Taiwan's state-o 
China Steel Corp. 25% and 
local private investors the re- 
maining 30%. ^ Production 
should start in 1986 and annual 
output should rise from 20,000 
units in the first year to 300,000 
in the eighth. By the eighth 
year, 50% ofthe cars will be ex- 
ported, with Toyota responsi- 
ble for marketing. 

— ANDREW TANZER 


Japan makes more 
tariff cuts 





The Japanese Government, in 
an llith-hour. gesture before 
Prime | Minister | Yasuhiro 


January 18, has taken steps to 
lower or remove tariffs on a 
further 86 commodities. 
Among them are tobacco, 
which will be lowered to 2096 


to 20% 
from 31.9%. The United States: 


other goods. 


coconut oil and castor oil, both 
down to 9%- from 9.4%. The 
cuts follow reductions on 228 
other items announced jn May 


tive next April. — MIKE THARP 


Little fall-out from 

Thai firm's crash —— 
‘Unlike the collapse of Raja Fi- 
“nance in 1979, which at thë 
height of the crisis threatened 
to bring down the Thai 
stockmarket, the officially de- 
clared insolvency of Serisakol 
Thanakiy Credit Foncier Co. 
on. December 22 15 not ex- 
pected to have any serious re- 
percussions "on Thailand’s fi 
nancial community. Because 
credit fone 








otinced selection’ - of-| 
Nyota Motor Corp. as a joint- 


which will produce : 300,000;] 
Toyota, whose bid. beat out. 


stake in the US$540 million: 
ned 





Nakasone visits Washington on. 


from 35%, and chocolates and- 
‘| non-sugar biscuits, 


and the European Economie | |] 
Community had been pushing | 

Japan for some time to reduce | | 
‚|. or abolish tariffs on these and... 


Items of interest to South- | 
[east Asian nations include resi 
ductions of the tariffs on 





1982 and all will become effec- | 


+ joint venture with Malaysia’ 


. monwealth: 









npe. on the stockmarket, 


| virtually nil. 


agreement by several membe 
of the ` ai Finance and dee 
urities { 


















tion to has en resources 1 


;honour.the poorly managed 


Baht 620 million 


lion). dbr, abou 


half of уне is in the form 






three-year promissory notes ti 
about 1,000 depositors. 
— PAISAL SRICHARATCHAN* 


Britain urges removal 

of the ‘lost command’ | 
Britain’s Minister for Overseas 
Development, Neil Marten, is 
seekffig further . assuraiices 
from the Philippine Govern. 
ment and. from Manila’s, N 
tional Development Co. (NDC} 
over the rights of employees og 
a plantation ín the souther| 
Philippine island of Mindana 
(REVIEW, Nov. 19, '82)..E 

























































Marten: ‘lost command" must go. + 


.also wants assurances on th 


eventual removal of Col. C 
os "Charlie". Lademora's “los 
command" from the plantatio 

where the NDC is involved i 


Guthrie group. Ма 
assurances on these 


Corp. (CDC) to go 
a £6 million. (US$9.7 mi 
loan for the venture. The p 
ticipation’of a Worki B 
filiate, the Internatio: 









Guréntly faced with splits i in the 

ruling Congress party in six states 

where the party is in powet. More 
„importantly, indiscipline in both the | 

~ party and the administration is 
néutralising her efforts to spur 

| economic development. A decision 

гоп a snap poll could depend on the 

< results of elections in the key 

» southern states of Andhra Pradesh 

| and Karnataka scheduled for q, 

p January S$. 


LOPULISA’S LAPSE 










lisa is qu 
and planning n to Jakarta 
| on January 10. An «[f-the-record 
. remark by Lopulisa about the 
i И Шрршоу claim on Sabah 
(REVIEW, Nov. 12, '82) elicited a’ 
Sharp rejoinder from Foreign 
nister Carlos Romulo and Manila 

















that it would prefer to see a newman 
he post. Well-placed sources in- 

la said that Philippine — 

~ Ambassador to Indonesia Manuel 
pan recently reminded Indonesian 


= THE WEEK 


AUSTRALIA 
7 Тмо people. were injured when bombs 
exploded, at the Israeli Consulate in Sydney 
“and a suburban Jewish club (Dec. 23). 


. BANGLADESH 

Dhaka and New Delhi agreed to examine 
ће офег proposals for increasing the dry- 
"sseason flow of the Ganga, the Bangladesh 
_ Times reported (Dec. 27). 


* CHINA 
.. China agreed to provide Egypt with addi- 
ional F7 fighter aircraft to be assembled in 
Egypt. Egyptian Defence Minister Abdel 
“Halim Abu Ghazala said. Peking sent a high- 
ranking delegation to the Soviet Embassy to 
¿celebrate the 60th anniversary of the Soviet 
iL Union (Dec. 22): The government confirmed 
| that it planned to build a 1.8 million-kw. nu- 
clear power station in Guangdong (Dec. 23). 
|. Twenty-one people were killed and 30 were 
|. injured when a Chinese airliner caught fire 
‚гапа made a forced landing at Canton (Dec. 
24). Premier Zhao Ziyang met Algerian offi- 
© eials in Algiers (Dec: 25). Zhao met Palestine 
iberation Organisation leader Yasser Arafat 
Dec. 26). The French Ministry of External 
elations confirmed that France and China 
concluded a nuclear-power coopera- 
ment. Zhao arrived in Morocco on 
visit (Dec. 27). 
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| less than happy with Manila's stance 





| in Japan's internal affairs, The. 
| communists charge that Thayer isa © apd ewen n qure for Jj 


; 1. 8 ese, gets in per 
NWS82 camp on the Thai- Е 





.the charges. 


itely informed its Asean partner 





1 überein in the ойош 


Government are sa 





on the matter. Lopulisa is not 
expected to be replaced 
immediately. # 


KNOCKING NAKASONE Y” 
Some Japan Communist Party 
members of the Diet may try to put 
political pressure on Prime Minister 
Yasuhiro Nakasone by claiming that 
links between him and his American 
friend and adviser, Nathaniel 
Thayer, suggest outside interference - 





former CIA man and that the CIA 
may have played a role in Zenko 
Suzuki's decision not to run for re- 
election as leader of the ruling 
Liberal Democratic Party last —*e, 
October. Nakasone strongly denies 


| The Thai Government. has s 





THE SCARS OF WAR 


About 20 Americans are expected 
o attend a symposium in Hanoi later 


this month which will examine the 
| long-term ecolo 


ical and human 
consequences of the use of chemical 
weapons during the Vietnam war. 





INDIA 
„ A policeman and the driver ob: a Tripura 
state minister were killed when tribal milit- 
ants fired at the minister'scar, the Press Trust 
of India (PTT) said (Dec. 22). New Delhi and 
Islamabad finalised the scope of a joint com- 
mission aimed at solving bilateral problems. 
Five.people were killed when tribal militants 
ambushed a police jeep in Tripura, РТІ said 
(Dec. 23). The Sikh Students’ Federation in 
Punjab set up a special squad to disrupt gov- 
ernment activities, PTI said (Dec. 25). 


INDONESIA | 

The government banned the December 22 
issue of the International Herald Tribune, 
which contained an article assessing President 
Suharto's rule, it was reported (Dec. 23). 


JAPAN 

Former prime minister Kakuei Tanaka 
maintained his innocence when questioned 
for the second time about his alleged involve- 


ment in the Lockheed bribery scandal (Dec. 
22). 


PAKISTAN 

Authorities arrested the chief editor of the 
Al-Fazal newspaper, Masud Dehlvi, and four 
of his staff on charges of publishing an article 





insulting the Prophet Muhammad, reports - 
said (Dec. 23). um 








t 40 Vietnamese will take part, 
d an equal number of foreign 
Btists and doctors awaited. 
$t from the Americans, | 
articipants are expected from 
Western Europe, East Germany and 
the Soviet Union. The symposium 
ers will run from January*12-19, 
ДЁ been organised jointly by the 
etnamese health and scientific 
research authorities and Prof. = 
Arthur Westing of Hampshire _ 
College in the United States. 
Westing was a pioneer researcher 
into the effects of defoliation and 
deforestation in Vietnam. 


NEVAHOPE IN NW82 | 


































Cafhbodian border. The enclo: 
was established in the sprawling 
Cambodian Settlement of Nong 
Sumet on January 1, P as ра 
of Thailand's abii депо 
policy. Although welcoming © 
Bangkok's decision to o i 
processing, Western of 
concerned about the welf 
| safety of another 540 Vie 
refugees living at three expose 
on the frontier. : | 




















PHILIPPINES 

Seven people died and nearly. 100 w 
wounded in two: bomb explosions in Papa 
(Dec. 26). Two gunmen shot dead the: 
publisher of the. weekly journal Natio 
Guardian, Porfirio Doctor, in Zambo 
City (Dec. 28). 


SOUTH KOREA tgo ts 
Leading dissident Kim Dae Tangh dh 

year jail senterice suspended, and lef 

United States for medical treatment ( 

23). More than 1,200 prisoners, inclu 

dissidents, were réleased ( Dec. 

were sentenced to death fo: 

Korea and trying to create s 






















SRI LANKA i 
Sii Lankans voted i ina referendum : 














tending parliament's term b six y T a. 
move endorsed i in the referendum (Dec. 2 






THAILAND i 
Singapore's Prime Minister Lee Kuan Yen 

arrived өп an official visit (Dec. ) 

800 communist insurgents and pappo 

Tak provin f 1 

(Dec. 27). 









By Manik de Silva 
olombo: More than 3 million Sri, Las, 
ins gave a Christmas present to the rul- 
ing United National Party (UNP) late last 
month by voting to extend the term of the 
ent parliament by another six years to. 
gust 1989. Although the total of 5.8 
nillion votes cast at the national referen- 
dum on December 22 was lower than the 

,5 million scored at the election on Oc- 
т 204 REVIEW, Oct. 29, '82). — pehich 
wed President Junius Jayewardene's 
ndate — the UNP increased its share of 
he votegrom 52.9% to 54.7%. А 
s the finalgesults сате in, a iyfflant 
ë Minister Rafmi madasa 
cast to the nation: "This is indeed a 
for:thoseé who are for the forward 
reh of the people and defgat for those 
rney »Let us 

1 thg forces which stood for 
эжей Uy nd order, and peaceful 
had to face the combined opposi- 
hose who wanted to halt this pro- 

imi pw the verdict was a clear 

ой UNP policies, which had 
idorsed by the electorate twice in 
onths, Premadasa hailed it as an 


ight. 

he UNP needed all the help it could 
n the.electorate. Even fora highly 
hiticised country like Sri Lanka, two na- 
1 ballots in two months was one too 
In the event, 71% of the total regis- 
ered voters numbering 8.1 million cast 
heir ballots, compared with 81.296 at the 
residential election last October. While 
h government expected a low turnout, it 
as also conscious of the fact that a mere 
majority in the referendum would not be 
nough to extend the term of the incum- 
Itiparliament. 

Under the rules of the referendum, in 
ddition to an absolute majority, the sup- 
of at least a third of the registered vot- 
about 2.7 million was required to 
the fourth amendment to the Sri Lan- 
nstitution enabling the extension 
the parliament (REVIEW, Dec. 3, '82). 
December 22 some 3.1 million voters 
ignes the amendment as against 2.6 
on'who voted against it. 
though the UNP trailed in seven of 
1e ‘country’s 22 electoral districts as 
тарат only one — the northern Jaffna 

discit — which Jayewardene could not 
гсаггугоп October 20, the voting pattern 
was remarkably similar to that of the pre- 
їф та! sr The minority Tamils, - 
onc ed in the north but also present 


= le numbers in the eastern pro- 
s UNP: As expected, the turnout in. the 


740 





of the people's political sagacity and | | 


voted overwhelmingly against the | 


Tamil-dominated Ја areca was very 
ayy, with more than 265,000 voters op- 
posmig the continued dominance of the 
UNP in parliament,as against. а mere 
25,000 who supported the ruling party. 
However, the Jaffna Tamils were only 
bucking the predominant national trend. 
While the UNP supporters lit Christmas 
firecrackers on the streefs to celebrate the 


victory, former prime minister Sirimavo | 


Bandaranaike, who was free to campaign 
Фі the refereffflum despite the loss of her 
civic rights, declared that the poll was by 
no means free, fair or just. “The country 
has just seen the biggest fraud perpetrated 
on the people," she said. On December 


20, Mrs Bandaranaike withdrew the poll- 
ә à à 




























Jayewardene and Premadasa: forward march! _ 


ing agents appointed by her Sri Lanka 
Freedom Party (SLFP) at Attanagalla, the 
parliamentary seat from which she was ex- 
pelled when she was disenfranchised two 
years ago. 


he charged that their lives and pro- 
perty had been threatened and made a 
strong protest to the inspector-general of 
police and the: president. "Many voters, 
on arrival at the polling stations, had been 
told their votes were already cast. The ex- 
tent of the impersonation can be judged 
by the fact that even Hector Kob- 
bekaduwa,: our presidential. candidate 
[last October], found he had been imper- 
sonated when he went to vote,” she said. 
Mrs Bandaranaike claimed that never 
in the history of Sri Lankan politics had 



















































there beenisó much repression, pointedly 
adding that-her MPs never went around 
pulling guns on police officers doing their 
duty. There had been press reports that a 
government: politician had done this, but 
thé police said there were no witnesses to 
the alleged incident. 

The Tamil.United Liberation Front 
(TULF), the party representing the 
Tamil-dominated Jaffna district in parlia- 
ment, and which speaks for the indigenous 
Tamils — as opposed to the Tamils of In- 
dian descent who work in the tea and rub- 
ber plantations in central Sri Lanka — said 
that the Tamils had categorically demon- 
strated that they ‘would not accept any 
extension of рагйбтепї. TULF president 
M: Sivasithamparam 
“cautioned the govern- 
-.ment against över- 
"confidence in view of 
“the low poll and the 
large number of nega- 

tive votes, 
|| SD appeal to gov- 
|" ernment to reverse its 
earlier decision and 
"hold a general. elec- 
tion in due time and 
thereby respect the 
views of a substantial 
minority," — Sivasit- 
hamparam said. He 
added that the results 
in the.north and the 
east had demonstrat- 
ed that the TULF, 
which is pushing for a 
separate state for Sri 
Lanka's Tamils, “was 
the undoubted politi- 
cal organisation of 
Tamil eelam [Һоте- 
land]." 

There isno clear indication yet whether 
the opposition parties will go to court and 
seek a writ negating the referendum те: 
sults. Opposition lawyers lodged some 
complaints about the:conduct of the poll, 
though these were relatively few: Among 
these was the protest that the indelible ink 
daubed on thé little finger of the left hand 
of every voter to whom a ballot was is- 
sued, as a precaution against impersona- 
tion, was easily washed off. Complaints 
have also been lodged about incidents in 
some polling stations and impersonation. 
Some of these had an airing in parliament 


on December 24 whien the renewal of the 


state of emergency, under which the re- 
ferendüm was held, was debated. 

The ruling party kas to take note that 
the: majority of voters in five constituen- 
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Les ала Наалат seek n 


: as sparring partne for 





to take four districts 













it did not suffer the disa 


ities it claimed 
because of the stat 


opponents who 
vote. Here the fight: 
and the rest of the 





їп ого and Ds 
see that іп Octo 
majorities: in sev 


of the govern- 
ment continui sixths majority jn 
parliament with a simple majority at the 
referendum; was questionable. There. is 
general agreement that the opposition is 
grossly undér-represented in the present 
parliament and there were campaign hints 


ance is under considerati 
2 There i ossibili more раг- 
liamentary ts wi dded, in accor- 
1 h the delimitation ‘that, 

lied at the 1983 parliamentary 
election which will not be held because of 
the referendum, and that these will be fill- 
ed by the proportional representation sys- 
tem provided for in the constitution, giv- 
ing the opposition a little more clout. 
; Jayewardene promised the electorate 
during the presidential election campaign 
that he will purge his party of some unde- 
sirable MPs. This exercise, postponed 
until after the referendum, must now take 
place. Some heads are likely to roll as the 
 president-is іп possession of undated let- 

ters of resignation from his party MPs. 

‘Thereafter, the vacancies will be filled 
by party nominees. Popularity demon- 
strated by individual MPs.in both the Oc- 
tober and. December voting is likely to be 
among the criteria applied. Other consid- 
erations like allegations of impropriety 
will also be taken into account in such a 
purge. 

;,Jayewardene, who says that the only 
reason he decided to extend the sitting 
parliament was the lack of a democratic al- 
ternative to the UNP.— he claims the 
SLFP is in the hands.of anarchists -— has 
also been hinting at the possibility of a na- 
tional government. -He may seek to in- 
clude some opposition leaders in his gov- 
ernment as he goes on to his second term, 
beginning February 4,: | that he will 
not have а hostile ‘parliam nt to contend 

; with. : 





















won in October was a demonstration that 















that some formula to red this imbal- 











By Michael Richardso | 


TE government of Prime Minister Lee 
Kuan. Yew is considering a series of 
measures to ew@ourage growth of а so- 
called intelligent political opposition, Sec, 
ond Deputy Prime.Minister S. Ra 
nam told the REVIEW. that proposals 
under study included adding an upper 
house: to the present unicameral parlia- 
ment, to which people critical of the 
policies of the ruling. People's. Action 
Party (PAP) could be elected or nomi- 
nated. Another possibility was for the 
PAP not to contest certain constituencies 
so that an opposition candidate wou 
win. Ог some electorates could choose |e 
two MPs and the PAP would field only 
one candidate. 

Lee's government has been in power 
since 1959. But in a by-election in Oc Жер. 
1981, the Workers' Party leader, 
Jeyaretnam, won an upset victory Be a 
narrow margin over the PAP to become 
the first opposition voice in parliament 
since 1966 (REVIEW, Nov. 6, '81). How- 
ever, Lee and other government spokes- 
men have claimed that Jeyaretnam lacks 


‘intellectual stature and that the policies 


which he and his party espouse would set 


Singapore on a path оѓ economic decline 


and eventual ruin. The Workers’ Party 
promises state-welfare programmes simi- 


"lar to those of the Labour parties in 


Britain, Australia and New Zealand. - 

Moves to create an expanded role for 
the kind of constructive opposition which 
the government says: it wants were 
foreshadowed in a speech by Lee pub- 
lished in Singapore on December 23. It 
was the text of an address to a closed-door 
PAP conference on November 15. Lee, 
who is secretary-general of the PAP, con- 
firmed. that he and other party veterans 
who had been in power without a break 
since 1959 were preparing to retire. "The 
final handing of the baton is not going to 
happen immediately. But it cannot be de- 
layed beyond this decade," he said. 

Lee, who turned 59 last September, said 
he and his senior colleagues — most of 
whom are older than him —- could not 
hang on to power as the late chairman 


' Mao Zedong and other leaders of the 


Long March had done in China. The duty 
of Singapore’s leaders was. to make the 
PAP relevant to the younger. generation 
by continuing to recruit and train a team of 
young ministers to take over. ; 

However, he warned that these second- 
generation leaders» were likely to face 
daunting problems arising from the world 
economic crisis. He also indicated that he 
was not yet satisfied with the.performance 
of members.of the younger PAP leader- 
ship, who, many observers inthe republic 
feel, lack political experience. "We must 


















in parliament 
ernment MPs 






























find more problem-solvers, leaders wl 
must be able to communicate what they 

ave worked out, and muster, marshal 
and mobilise people behind their solutio: 
— the way we have done in the past 


tive party to the PAP. that could poss 
provide sound. rship for Singap 
“For 23 years si се уч the PAI 





no sparring partners; they need re 
ing partners to keep fit and agile. 
have to mage some changes to bri 
aboute” oia 
Questioned: about this, . Raj 
said Lee was trying ® 
think traditional concepts of 























ing parliamentar 
haven't yet workec 
what we are saying i 
nothing new, we have sai 
that we need intelligent opposi 
credible alternative to the PAE 
Without being faced. with suc 
native, might the PAP dege 
can't say whether 30 years fro 
PAP will still be as vigorous, 
intelligent . . . as it is today, It may 
erate as many established parties do 
also get [afflicted by] old age; senilit 
ruption, inefficiency. So there must 
a credible alternative. $ 

























































aa W hat we want is an oppositio 
accepts the basic structure of 
ciety and policies —non-commu 
racialism:and so оп == and an о] 
which understands the realities of 
in this part of the world." Some obse 
believe that Lee and his senior collea 
feel thatthe emergence of a more substa 
tial opposition in parliament is inevita 
given the troubled economic outlook ind 
the mood of younger voters. 
And while this opposition woul | 
no position to challenge the РАР. holdon 
power for a long time, if ever, steps should 
be taken to establish a bipartisan ро 
consensus about policies essential 
gapore's survival and economic we 
Rajaratnam said sparring. pa 
parliament would get the young jen | 
of the government and the Bep un | 
debate, contest, clarification} 
and projecting themselves. Мі иг - 
opposition they can't do that. H yo 
good [opposition] — and it's happening т 


a 








e aff among the opposition: ‘Sone. 
alked rubbish but; sometimes, 
hough we attacked them, we considd 







ed 





Xamined our own positions. This “is, 
lecessary .. апа [think we are coming to 
[the conclusion that though] the one-party 
‘parliament worked all right with the old 
leadership . 
parliament may not be healthy. So we 
must inject some kind of genuine criti- 
cism, not simulated criticism. ‘This is what 
we are talking about.” i 


































ne diplomat based in Singapore com- 
темей: “I’m cynical. Based on official 
tudes gowards opposition parties jæ the 
past and the steps taken to make life dif- 
cult for thin, especially for Jeyaretnam 
d the, Werkers® Party, nfy immediate 
ling ts thatgthe government. w О 
potential ор their 
over the fence so it can cut them 
The diplomat conceded that 

ht be wrong. But even if thgt were not 
he government's intentions past treat- 
| of. political opponents was hardly 
t gê critics to step out m 


€yaretnam was not available for com- 
But he and other leaders of Singa- 
s weak and fragmented. opposition 
es are likely to see the government's 
veas a ploy to bypass them and create 
ne opponents. However, Rajaratnam 
that this. would be the govern- 
hit's aim if it decided to apply specific 
ieasures. Apart from members of the 
ng opposition parties who could be 
lected or nominated to parliament under 
revised political system, Rajaratnam 
said; there were also "lots of. people who 
disagree with us, who are intellectuals for 
Пот we have some regard, but who are 
not prepared to come into politics [at pre- 
‘sent because] they don't like the hustings. 
‘Maybe "we could have. a second 
amber and get these kind of people who 
re not our stooges. They would be people 
f independent means who would not care 
ots [about disagreeing with the gov- 
| о they quit. the chamber, they 
‘ould still have a job to go back to. If you 
an [elected] MP-you are really cut off. 
e dependent too much [on the gov- 
]. This.is: another thing we are 

aki g about.” T ; 
ource of potential government 
nts was foreshadowed in a speech 
yata PAP forum by Home Affairs 
r Chua Sian Chin, but: published 
n December 24. He said serious- 
and more able opposition candi- 
ho had been lying low in the past, 
; ould | ow. be expected to contest the next 
elqttioh bggause of Jeyaretnam's by-elec- 
i he PAP, he said, could not 
the fact that many young Sin- 
ns wanted an opposition in parlia- 









оте of the points they made and're- | 


. in the future a one-party Мр conference, 








n | 


inge ү sident o of the Los conference, 
looks ahead to ratif cation of the new sea law 


By Ted Morello 


"New York: Singapore's United. Nations 
Ambassador Tommy Koh, president ‘of 


the. just-concluded Ut law-of-the-sea 
predicts. that the 

у: signed convention covering. the 
world's óceans will be ratified within two 
years, leaving any holdout governments 
high and dry. In an interview. with the 
REVIEW followin’ his return to UN head- 
quarters after presiding over (he conven- 
tion signing at Montego Вау, Jamaica, 
Kohssaid he is confident that the treaty will 
receive the 60 ratifications or accessions 
gecessary to bring it into force as interna- 
tional law. 

Nor was there any doubt that Koh con- 
siders the United States a continuing 
source of discord in what he called “a 
monumental achievement of the interna- 
p community, second only to the 

nited Nations charter." The US is “ош 
to wreck the treaty" by putting pressure 
on its allies not to sign or ratify the docu- 
ment, Koh said. However, no more than a 
handful of countries have ranged them- 
selves unequivocally with US President 
Ronald Reagan's administration; all the 
other holdouts have carefully left them- 





б 


selvesa way out from their present positions. 

: For example, Japan withheld its: signa- 
ture on the ground that the convention 
was under review by the new government 
of Prime Minister Yasuhiro Nakafone. 
However, it went on record as agréeing 
that the treaty "merits its ће govern- 
ment's] support and signature." The sign- 
ing postponement is a face-saviffff conces- 
siono Reagan, who is scheduled to re- 
ceive Nakasone officially in Washington 
on January 18. Japanese sources 
explained that there are enough points.of 
friction between Japan and the US — not- 
ably over trade but including defence 
issues — without adding the LOS treaty to 
the Nakasone-Reagan agenda. Instead, 
Tokyo will sign after the prime minister 
returns. 

Sonte of the. most ‘outspoken’ criticism 
against the US refusal to sign the conven- 
tion and against its avowed intention of 
going it alone —- particularly оп deep- 
seabed mining — came from delegations 
representing countries friendly to the US. 
Thus, Australia's LOS delegate, Keith 
Brennan, warned that, “апу attempt) to 
exploit the resources of the seabed . 


3s 








Indonesia's golden ud 


The new law-of-the-sea convention extends Jakarta's 
authority over a vast expanse of surrounding seas 


By Susumu Awanohara and Rodney Tasker 


Jakarta: The Indonesians were among 


the happiest delegates at the signing of the - 


law-of-the-sea convention in Jamaica last 
month. For this vast archipelago the en- 
dorsement of the convention by 117 coun- 
tries meant international recognition of 
Jakarta’s desire to be accepted as a united 
“archipelagic state” of more than 13,000 
islands set ina gigantic privatelake. 
"The Indonesian term for fatherland: is 
tanah air, literally meaning land and wat- 
ers. This Tiotioh of fatherland is the basis 


for an increasingly important state doc-' 


trine called wawasan nusantara, which is 
often. translated simply. as: archipelagic 
concept butis considered by Jakarta more 
as a geopolitically determined. national 
outlook — a recipe for national survival 
and development. 

When ‘the law-of-the-sea. conven- 
tion is ratified by 60 or more states and 
comes into force in about two years’ time, 
so will the concept of archipelagic states 
which is contained in the convention: This 
will help: Jakarta develop and d ipiplement 
wawasan nusantara. | 








Indonesia first declared the archipelagic 
concept 25 years ago and in 1980 it claimed 
ҹа 200-паибсаі mile exclusive economic 
zone (EEZ) outside the vast territory de- 
fined by its archipelagic concept. The 
world's largest archipelago — stretching 
3,000 miles across the equator at a cross- 
roads linking the Asian mainland in the 
north with Australia in the south, and the 
Pacific Ocean in the east with the Indian 
Ocean in the west.— Indonesia will be- 
come the world’s seventh-largest country 
when-the sea-law convention takes effect. 

Under the.aichipelagic principle. and 
the EEZ, large swathes of the high seas 
are to become either territorial waters or 
subject to Jakarta's economic ‘jurisdiction. 
The legal status of some major sea lanes 
will change as will the ownership of 
numerous. fishing grounds. How In- 
donesia will-implement its archipelagic 
principle and EEZ is of great interest to 
тапу countries, => 

The country's. uz overlaps es of 














ей out in.the convention must. be ba- 
- lanced by acceptance of the limitations, 
obligations and duties which it Iso im- 
"poses" on signers and non-signers alike. 
‚ Sharon Tan, the Singapore delegation's 
| keynote. speaker, told the Jamaica con- 
ferees that the refusal of the US and “a few 
Other states" to support the convention "is 
а setback to an otherwise very successful 
conference." Noting legislation adopted 
by the US Congress and some other na- 
гопа! legislative bodies, she also said that 
"the heritgge-of-mankind concept as it re- 
lates to the world's oceans "has been 
greatly diminished by the unilateral Файт 
of [some] coastal states.” 








f the 150 partici 
legations at ће D 
: conference. in Ja 119 signed. the 
treaty — a reco gal history. As Koh 
pointed out: “Never in the annals of inter- 
“national law has a con qu ion been signed 
фу. 119 countries on the Very first day on 

- which it was opened for signatures." 
__ Koh said that before leaving New York 
for Jamaica he. had. expected about 60 
г countries to sign. After sound 







ating and observer de- 
mber 6-10, 1982, 
















o optimistic 


and 80, but "not even t 
ed the actual 


`- of us could have antic 


lia. The world's fishing nations will be 
watching for any changes in Jakarta's at- 
titude. But probably more. important is 
^, the fact that major. maritime powers, such 
_as the United States, the Soviet Union and 
Japan, will not be able to treat the straits 
_ through Indonesia, which provide pas- 
'sageways from the. South China Sea to the 
Indian Ocean, as the high seas... 
. That is how the world sees an enlarged 
Indonesia. But for 












of wawasan 
carving out 
d, and claim- 
ing rights to their atine life and mineral 
| Indonesian delegate to a 
third law-of-the-sea conference session in 
1974, Hashim Djalal, said: “Indonesia has 
always considered. its. land, water. and 
. people to be insepar linked to each 
г ther. The surviv he Indonesian na- 
-tion depended on the unity of these three 

> elements.” 
Although Indonesia. likes to say that it 
invented the archipelagic principle, in fact 
the Philippines was the first country to put 
= such a concept down in writing. That was 
in 1955 when the Philippines was prepar- 
Jinga paper for the first law-of-the-sea con- 
erence іп Geneva in 1958. But in 1957 In- 
-donesia made an official government de- 


















































onesians, the | 


Koh: massive Support. 


landslide of signatures," he.said. On the 
basis of this massive support for the treat} 
by states "from every region of the world, 
from the north and from the south, from 
the east and from the west, by coastal 
states as well as land-locked and geogra- 
phically disadvantaged states," Kohgid 
he now estimates that the 60 ratificatiorfs 
necessary to give the treaty the force of 
law can be achieved in about two years. 
Fiji was the first country to ratify — on the 
same. day the convention was signed. 

The next step towards. ratification will 
be the convening of a preparatory com- 
mission on March 15 in Kingston, 


outermost points of the БШШ s outer- 
most islands, adding 12-mile territorial- 
waters limits beyond those lines and by de- 
claring all the seas within as internal wat- 
ers, Indonesia increased its claimed size 
from 774,000 sq. miles to 1.97 million sq. 
miles. (In 1980, Indonesia extended its au- 
thority over an extra 967,500 sq. miles of 
its EEZ.) The Juanda Declaration has 
served as a model for other archipelagic 
states, including the Philippines, Fiji and 
some Caribbean countries, 


T: protagonist. in the Juanda Declara- 
tion was Mochtar Kusumaatmadja — 


then a young law professor at, Pajajaran . 


University in Bandung and now Indone- 
sia’s foreign minister — who helped pro- 
vide the legal underpinnings to the princi- 
ple that all Indonesian islands, and waters 
around and between them formed one 
cohesive unit, with a 12-mile territorial sea 
limit from the baselines. The country in- 
herited a 1939 Dutch ordinance which set 
three-mile territorial limits around each 
island, leaving all other waters as the: high 
seas. This defined the country's territory 
until the archipelagic principle became 
part. of Indonesian law. when it was issued 
as a government ordinance in 1960. 

Initial reaction. to. Indonesia's ar- 
chipelagic principle from its. neighbours 
and the maritime powers. was negative. 
The. Americans in particular. maintained 
that they were going to consider all major 


| ment among themselves. France, thou; 


a the UN convention, and both Lor 





ay воин аѕ какы оа but 
оң a vote. The final act was signed Бу. 
фе who signed the convention, plus 23 
stales that did not. These included the U! 
Wést Germany and Britain, which ha 
concluded a rival seabed-mining agr 













also a party to the rival mini«treaty, also 
















оп ànd Bonn have left the door. 
follow suit. 


e preparato 
" шаһ. out details То 
reu international Peine on 
i burg, Westé3erm, m 
I - 















their worRWyecause "t 
watching” to judge the pro 
cess for what he calledgh 















making effort in 
aimed at regula 
of human activi 









straits iuterivilional. waters, which 
surprising given the US 7th Fleet's: 
for a guarantee of free movement. 
from the Indian Ocean. As l 
explained to the REVIEW, the maritim 
powers were unhappy despite the exp! 
Indonesian guarantee of innocent passa 
because they considered passage as a та! 
ter of right, not something to be g 
teed by the Indonesian Government 

The Soviet Union, together with 
had backed Indonesia from the s! 
that was more because of political consi 
erations, given Indonesia's revolution: 
stance at the time under then. presic 
Sukarno. Although. there. has bee 
change in Moscow’s official attitu 
wards the archipelagic principle, it has 
parently taken a different, view si 
warships; based in the Sovi 
of Vladivostok; began to patrol the I 
Ocean in 1968, With its growing ma 
strength, Moscow has, been. stressi 
freedom-of-passage principle: 
straits on world sea routes... 

The maritime powers were even mo 
concerned in 1971 when Indo 
Malaysia teamed up to declare th: 
overlapping - territorial waters i 
Malacca and Singapore sttai 
would now claim. jurisdict 
strategic water 


































































to and from its port. 
2. Since then all the Asean count 
“accepted in princip ` 

.. chipelagic concept. For the maritime pow- 
© етв, use of Indonesia's m 




















) апа Mulawesi, “and Ombai-V 
ne northern coast OF Tifior - — “has been | 





notify. the Indonesian: authorities. 
Most surface warships travelling east to 
yass through the Malacca Straits. But 
terway, with its daily traffic of 

her ‘heavy vessels, 
ould be hazardous for submarines, The 
гайѕ are йен he shallow and 

Ve 


Makassar and та the | 
Ombai-Wetar- straits which "are deeper | 
far less балое with surface traffic. 





aie пуыш should travel 
he straits on the surface: with 
eis Bags flying. But in practice the secre- 

ture of a submarine's role-keeps it 
ubmerged while travelling through In- 
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s have раззей 
on of nuclear 
Submarine movements | not given. 


A similar arrangement apparently 
exists between Jakarta and Moscow. 
One theory is that Mosfew has volunteer- 


ы notify Jakarta prior to. passage of its 


ips through Iudonesian straits, but 


ne telova Moscow. tells Jakarta 


tra 
„cation. : 
берь th eit territoralwaters « 


under the archipelagic principle, which 
have lacked the force of international law, 
the Indonesians have never interfered 
with the trafficcof warships or merchant 
marine. vessels ‘through their straits. The 
decisive factor has been and remains that 
they do not possess-a strong enough navy 


| to give teeth to-the rights they claim; But 
‘now that the principle is about to become 


international law; many countries are 
wondering how Jakarta will implement it. 
The sea-law convention says that an ar- 
chipelagic state “shall respect existing ar- 


rangements with other states" and “shall . 


récognise traditional: fishing rights гапа 
other legitimate activities" of nerghbour- 
ing states. 

‘These are vague expressions and a lot of 
hard bargaining сап be expected before 
concrete arrangements are made. Aside 
from: guarantecing innocent -passage 


“through its waters, the чао: State] 





"RICHES, CLAIMS. 
AND CONFLICTS” 


indonesian baseline Ё Petroleum 


‚ Areas in spite] Heny ishing 








another issue which may arise, 

The governor of the National Defence 
Institute, Lieut-Gen: .Sutopo^ Juwono, 
echoed the majority opinion when he told 
the REVIEW that Indonesia will aet be ina 
hurry to [enforce : rigorously the. är- 

е chipelagic principle апа all 
that it implies. "We want 
countries to accommodate 
„ thë. fact that legally we 
“have the right to command 
the whole territory accord- 
ing to. the law of the sea,” 
he said. This is not to 
sugeest.that Jakarta sees 
the archipelagic principle — 
and wawasan nusantara. — 











“Indonesian exclusive economic tone : 
as ideas’ which ‘can. take 
m ius рй or concrete shape only in the 
` e» Fox akiypes eroi oig shing vessels distant. future. Observers 
<= Possible Philippirie sealanes have noted that recently 


the Indonesian. air. force 
has acquired three Boeing 
737s converted for mari- 
„time surveillance, together... 
with Australian Nomad re- 
connaissance aircraft. 

On the Natuna Islands, a 
far-flung part of Indonesian 
territory off the northern 
Borneo coast, the Indone- 
sians recently formed a joint 
force with the Malaysians 
to garrison the islands and 
patrol the surrounding seas. 
The airstrip on ‘the main 
island has been ‘enlarged 
to accommodate large" mi~ 
litary transports: and е 
docks are also being extended to service 
warships. 

The Indonesian attempt to monitor 
traffic in, its straits and beef up its 
maritime-surveillance capacity reflects 
the inherent insecurity of what has been a 
toothless giant. And this has found ex- 
pression in the wawasan nusantara idea. 
Indonesians know that they аге мі 
nerable, not only externally but inter- 
nally. They remember the impunity with 
which the Dutch navy was able to block- 
ade the archipelago during the. indepen- 
dence struggle of 1945-49. | 

It was no coincidence that the Juanda 
Declaration was made in 1957 at a time of 
open rebellion among troops and religious 
leaders: in various parts of the country, 
mainly centring on West Sumatra, West 
Java and Sulawesi. One of the main fears 
of the mainly Javangse Indonesian leader- 
ship ever since has been thatthe country - 


REAEWMAP by Frari Тат 








^ Jakarta's < efforts 
"éhipelggic state since 1957 and most re- 


Kusumaatmadja has been associated with 
to becomes an. ar- 


cently led the Indonesian delegation to 
Jamaica far the signing of the new law-of- 


^the-sea convention, which incorporates 


the archipelagic concept. In an extended 
interview with the REVIEW, Mochtar com- 
mefited on various aspects of the concept. 
Excerpts: 


Whyi is it that despite strong initial opposi- 


tion to the archipelagic concept, it has 


' gained growing international recognition? 


‘potential bilateral" problems, 


‘Was there a conscious ‘attempt on your 
part to use the bilateral maritime agree- 
ments, which Jakarta lias concluded with 
neighbouring states, as these states’ im- 
plicit recognition of the concept? 
Although the main purpose of these 
bilateral agreements was to settle real or 
it was a 
byproduct that such abxeements implied 
recognition of our- archipelagic cbncept. 
Internationally, I would say that the gen- 
eral trend in the development of the law- 
of-the-sea discussions was favourable for 
the acceptance of the archipelagie concept 


"because there was a general trend towards 









would break up into ethnic, religious and 
` Cultural fragments. | 


Then in 1960, when àn independent In- 


|, donesia was in conflict with the Dutch 
over West Irian, a Dutch aircraft car- |) 
"пег, Karel Doorman, passed unhindered 


rough the archipelago to New Guinea. 


"f 1964, at the peak of Indonesia's con~ 


frontation with newly born Malaysia, а 


“British carrier, Victorioüs, made a show 


of passing through the Lombok Strait. 
More recently, the case:with which Viet- 
namese refugees were able to wash up on 


: Indonesian shores during the mass exodus 


by, boat in 1978-81 highlighted the weak- 
ness of Indonesia's maritime security. 
The Indonesian armed forces caught 


- hold of wawasan nusantara and developed 


it into a doctrine. to overcome the coun- 
try's vulnerabilities. While Mochtar and 
his legal experts were busy explaining to 


the world via the Jaw-of-the-sea confer- 


encesthe territorial raison d'etre of the ar- 
chipelago theory, Indonesia's military 


; leaders were trving to tectify the tendency 


of the army, navy and air force to follow 
their own courses, according to their re- 
spective (and sometimes conflicting) 


views of defence, through the use of the | 


unifying wawasan nusantara. 
The idea was to develop defence and 


security activities, in accordance with the 


geographical conditions, to increase the 
‘country sresilience. The new doctrine, ac- 
cording to Sutopo Juwono, was worked 
out in 1966 and at the same time the ter- 


‚топа! approach tà, wawasan..nusantara 






v merged with the military view. 


ü 
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| plemented and how it will relate to the 



































oai will remain more ог less the 
increasing encroachm e freec saine, I think. We are duty bound to estab- 
of the seas in various for lish the sea lanes, Passage is the most im- 
to] the continental shel p Ftant динар! for the foreign Lad For ihe 
fishery zone and much late 
economic zone. Because 8 
of coastal states resorted t 
ension of jurisdiction, 
principl e le becanfff less obj 









vention has been signed, we have interit 
There should- no 





will be im- having recognised Indonesia" s sovereignty 
over these waters, [those countries i 


tiate with us on how to 


аена how de сопе 





Indonesian armed forces" concept of ac- 
tive defence. 

I think that [foreign governnients| 
would be looking. forward to the enact- 
ment of further regulations, and im- 
plementation in practice of our commit- 
ment to guarantee free passage ‘throu 
the straits. We will establish the sea lanes™ 
through which foreign ships will be ableto 
pass without notification, We will not be 
aggressive or expansive as long as our na- 
tional interest is not threatened, ang we 
will not interfere with international my- 
gation because it is not inour interest todo 
$0, 


а, 
opment of Indonesia ma 
taking it part of Japan's 


hat about countries w 
the sea-law convention, such as th 
ed State м : 

И they ar inte 
bilaterally, if and w 
sary. If Washin, 
Shere is all the 
signers] ta 






What is likely to be the actual shape of. 
your implementation? Will the interna- 
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The new law of the s sea cou dib ring order to 
Asia' 5 seas, but give and tak is essential 





b. By George Lauriat 





©: provide the basis for new ones. > 


eountry's right to faim: a linfit of 12 пац 
miles (13.8 gtatute miles) to its 
waters; a 200-mi nr 














chipelagic state to claim as its 
ers all the sea enclosed b 
rawn aroun 


grouping. 


pi 





onflict among them. 









done 






e Natuna islands. 







he signing of the law-of-the-sea (LOS) 
convention. has been variously de-. 
scribed as the beginning of a new era in in- 
ternational faw or simply another example 
_of institutionalised chaos unleashed opt a historical claim to mogbof the sea itself. 
orld by developing nations under the QN likely that many of these territorial 
spices of the United Nations. It is proba- 
bly neither. The convention does provide — 
а legal framework within which nations. 
тау be able to resolve long-standing and 
future. disputes over the use of coastal 
seas, but it does little to solve current pro- 
:;blems existing between nations and may . 


_ The convention, if ratified as expected, 
will among other things establish in law a 






EEZ); а 350-mile continental shalf 
às its territory, and the right for an ar- 
ernal wat- 
a boundary 
the gutermost islands of its 


1 Asia, the entire South China Soa 
d become a mosaic of national con- 


| under the LOS. On the surface, the 
8 seems to provide an orderly method 
establishing both a nation's rights and 
ponsibilities with regard to its sur- 
ounding waters and any riches therein, 
ut this new pattern of control is super- 
imposed оп one of transnational re- 
rces and activities. And while the LOS 
ау create opportunities for cooperation 
mong Asian nations, it may also foster 


The provisions of the LOS themselves 
е "created new disputes between 
'ndsand enemies alike in Asia. There is 
о country in Asia that is claiming a conti- 

ntal-shelf boundary or has drawn a 200- 

ile EEZ which is not in conflict with 
another. nation's. claim.-. Some. conflicts. |: 
h would have been unthinkable as 
* agthe 1950s have arisen only because 
~ OF thd LOS. provisions. For example, In- 
and Vietnam, separated by hun- 
miles of water, now have overlap- 
to the continental shelf area 
Territorial 
over numerous islands in the 
hina Sea have intensified as the 
5 moved closer to completion because 

























| 


tliese islands can be used to claim EEZs. 


„На a dozen Asian nations have conflict- 


ing claims to various island. groupings in 
the South China Sea, and China has made 






tes would have occurred regardless 
of the LOS. What is got so obvious is that 
the legitimisation of these claims by the 


LOS places a great many new respon- 


sibilities on Asfa’s coastal. nations Бу 
codifying the obligations of coastal states. 
How a country meets these obligations 
can be the source of new disputes. For 
example, under the LOS, coastal states 
re supposed to index the living resources 
— such as fish — that exist in their newly 
defined territorial waters and determine 
whether ‘there is апу surplus to which 
foreign nations could be granted access. 
But even if such a surplus were conceded, 
@ Mation like Indonesia or the Philippines 
might choose to wait to develop its own 
fishing technology to exploit it and ban or 
limit fishing in its waters by other nations 
which may have traditionally fished there. 
Potentially more explosive than con- 


















flicts over: fishing grounds between na- 
tions in Southeast: Asia are overlapping 
EEZ claims involving oil-bearing seabed 
substructures. Ten-years ago strings of 
small and often uninhabited islands in the 
South China Sea were thought to be no- 


thing more than reef outcroppings atop: 


extinct volcanoes which had risen from the 
seabed. Now. it.is believed that some of 
nc articularly the Spratly 
chain — may be sitting ón top of oil-bear- 
ing rock, and Asian countries with any 
claim to these islands are taking à new in- 
terest in pressing these: claims on their 





neighbours. 


T: LOS also could MEM change the 
rules. of. the road" for mariners. АЕ 
though these. changes are often subtle in 
wording, the. differences between а $o- 
ent passage and a sea-lane 
passage, xample, are extremely im- 
portant to naval and merchant vessels; ^ 

Traditionally, innocent passage —- un- 
restricted. passage not prejudicial {о 
peace, good order and security — was рег- 
mitted around but not through a nation's 
internal waters; which йе. 'such 

















‘mon through all archipelagic states — 
could be banned. However, the LOS al- 
lows for the continuance of innocent pas- 
| sage in,the traditional sense through ar- 
chipelagic waters if the concerned state 
consents to it. 

The LOS also allows {ог the establish- 
ment of international sea-lanes which 
would be open to vessels of all. nations, 
and would be approved and regulated by 
and maintained to standards set by an in- 
ternational body like the. Inter-gov- 
emmental Maritime Consultative Organi- 
sation, Such sea Janes would be proposed 
by individual states through whose waters 
the.lane would be established. These pas- 
sageways could be suspended by a state if 
its security were threatened or because of 
navigational hazards, but only with the ap- 
proval of the overseeing intern nal: 
body. 

The establishment "of international sea 
lanes is particularly important in Asia be- 
cause of the huge.volüme of shipping pass- 
ing through the“waters of archipelagic 
states,* especially through those of In- 
donesia. Commercial shipping in Asia is 

almost totally dependent upon the various 
straits controlled by Indonesia, the Philip- 
pines, Malaysia and Singapore. Japan, for 
example, receives Deae 90% of its ой 


















































THE OUTER 2 
LIMITS 


through these critical passageways, and it 
is estimated. that the traffic passing 
through the Straits of Malacca alone is 
more than 150 ships а ‘day, making this 
waterway the second busiest in the world. 

Indonesia “has already proposed a 
number of sea lanes which would pass 
through its waters. The Philippine Gov- 
ernment apparently prefers the innocent- 
passage approach in granting access to 
foreign shipping through its waters. This 
approach would mean that all shipping 
would have to get prior permission from 
the government to pass through its archi- 
pelagic waters which, under the LOS; are . 
to become the ` Philippines’ internal 
waters. | 

The 105 15 certainly not the panacea 
that many advocates had envisioned. Nor 
can it succeed without the cooperation — 
either formal or informal — of Western 
nations, But as William Mathews, director 
of the Environment and Policy Institute at 
the East-West Center in Honolulu, said: 
“Necessity might be the mother of coope- 
ration," as the need to compromise looms 
creasing demand for the 








sea's resources hanging in the: balance. EU 
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people working for people 
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О. Box n. 218.- 33170 йе н (Italy) 
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If you want to get to 
Europe and time is of the 
essence, then Thais Great 
Circle Express is the only 
way to fly. 

By flying the Great 
Circle route, instead of the 
more traditional route 
taken by the other airlines, 
we are able to take a short- 
ross the world and 





ance and two and 
a half hours in flying time. 

















Which, we would like 


to add, also means a good 
nights rest without the 
usual stops en route. 

Our magnificent 747s 
offer unparalleled comfort 
in all sections. 

Our attentive cabin 
crew offer unparalleled 
service. 

So whether you're re- 
clining on a Slumberseat in 
First Class, savouring the 
quiet of our Business Class, 
or simply enjoying the 
friendly atmosphere in 





Economy, you'll find time 
flies faster on Thai. 

Its also nice to know 
you'llarrive with a couple of 
hours up your. 
sleeve. s 
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We'll be 
digging our own 
graves next... 


Oh come on, i 
just a teeny, 
weeny MX... 
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nited States of South Korean р 
Kim Dae be the gc 





‘had stood trial with Kim in 
mer of 1980 on sedition charges were freed. 
Prominent among them. were former: 
orea University professor Lee Mun 
ong, one, of Kim's close political aidgs, 
d the Rev. Moon Ik Hwan, a human- 
rights activist. Others were students and j 
vilians who һай been convicted of trying 





uiet- Лойгу а to human- 
ights questions. by the administration of 
President Ronald Reagan. US Ambas- 
‘sador’ Richard i 














Korean officials to change their hardline 
| арргоасһ to 












op 

ised this method, asking 
the US State Department to denounce 
publicly the Seoul government's arrest 
pri | and jailing of students and others, West- 
s group of 12 ‘Kwangj u defen- | ern diplomats here now believe that gentle 
8. Chong. Pae and Pak h sen sen- pefsuasion could be effective when deal- 

б death, but had later had. their ing with the Chun government. 
scommüted. — 4.. Surprisingly, the government also re- 
who ®as serving a’ 20-year term; | leased students and others jailed by. the 
ed from prison on December 16 | government of the late president Park 
wed to go to the US for medical | Chung Hee. Seven people who had been 
it. He uir to vee De- | 





leader Bill Rowling’s decision to step den 
sin train a struggle for the succession 


logjam: in New. Zea- 


th will step down on February: 3, ioentered parliament only i in 
could strengthen the party, which has 1977. and became deputy leader in a coup 
n dogged by аа s weak Mer dt di 97 


party coup attempt against Rowling. 
Lange had also lost some of his earlier 
public appeal - hé shot to instant media 
„and public opinion poll stardom in 1977 ~ 
sas party members found him long on 


my. : 
ng's hesitant and often шоке ; 
him no match for 


“weight, Lange lacked physical stamina 
and, some said, the mental stamina- to be 
party leader arid prime. minister. Several 
.key members of the party's national exe- 
cutive, including the president, Jim’ An- 
у derton, worked actively against Lange’s 
..| bid and threw their weight eventually be- 
^] hind. Rowling. After six weeks abroad in 
| September and October last year, Rowl- 
ng returned to announce his intention to 
stay in office: 


f- down Park. 





a 
|.the scenes, has persistently urged South | 


pposition figures, how- | 


















has with spying for он Korea in 


-Lange bandwagon. ‘That was always 
4 doubtful, though he did command a solid 
9, had angered party | 
his part in ће 1980 ` 

ment and amassed public-opinion ratings 


ut. short on substance. Vastly over- 


sions should be 


‘As acting leader in Rowling absence, 


y 
: aiden demonstrations aimed at ringing 


As the government staténient ‘noted, 
| the amnesty was expected to help heal po- 
| litical wounds opened up by the Kwangju 
insurrection апа other political disturb- 
ances following Chun’s seizure of power. 
But it was not expected to usher in the 


e period of political liberalisation which the 
- opposition is seeking. Nor is there any in- 


dication that fhe government will agree to 
16, 






the oppositions long-standing. demand 
that the National Assembly be ‘given more 
freedom. 


‚ Although healing the nation’s wounds 


© remains Chun’s: principal theme, there i is 


no indication when he will release remain- 
ing political detainees, who number about 
200. 


w hundreds of f polit 

he old order to resume 
s. Under legislation 
al law in 1980, about 

560 people w 

political activities 


peting ара 


various cons wi 


an Auckland MP — both aggressive politi- 
cians in their 30s Lànge developed what 


ruptive and uncontrol- 
ion to stay wastaken : 
he alone could stop the 










block of votes- among MPs and when 
Lange continued to outshine him in parlia- 













sometimes. twice as high as Rowling's, 
Rowling's chances of holding on to the 
leadership became’ less and less certain.: 


aced with at best another narrow йоу 
‘which would not end internal disunity 


гапа strong pressure: from ‘his fa 


stand. down, 
Rowling said it W 


nto the: next election 
trenpth. 


кон could 

fu | 

oin could. well ensure’ 
М at 






























itical situation. The resigna 
pde secretary Ho, Hw 
















By Peter Hastings 


Port Moresby: Papua New Guinea's 
fledgling intelligence service has come of 
age with the uncoyering of an espionage, 
drama involving an alleged agent | from In- 
donesia. The key figure — and victim 
the spy case was Mainerd Willem.Po |. ig 
an Indonesian from Bandung who was the |- rs to escape a rape charg 
_staff driver of Indonesian ligase attache, Indonesian puce it is albo alleg 
Col Ismail, ) 
Government sources here claim that 
Poluan was ап agent for the Indonesian 
defence department, Hankam. They say 
"his main job was to watch the Irianese 
community in Port Moresby, especially.| nominated .OPM. sympathisers 1 
those with links to the military Wing of they Moresby. Itighere thatghe story b 
some believe that he | Organisasi Papua Merdeka (Free Papua Aek credibility. 
will display mod ation and restraint in Movement — ОРМ). Wh*uould Indonesia" жы. 
dealing with dissen 1983 South | ltisalleged that Poluan recruited Simon | ; 
( 7 | Alom, an їгіапеѕе dissident who came to 
Port Moresby in 1981 when Yako camp — | 
1 à centre for Iriane: cal dissidefte huisarice? ОРМ” а wing | sfob 
Union to gàther in Seoul. Same near Vanimo’on the north coast — was | ably has по more than 250 members, 
ће occasion of the conference will per- | closed down. Оп December 15, 1982, | whom ток: 30 ehagg -auto 
suade Chun to relax controls and free | Alom went to Poluan's house where a weapons and the remáinderelittle.. m. 
more.students. Others consider that Chun | fierce argument erupted over a document; | th: bows andatrows. i Ж, 
.. could lift the ban on so eteran politi- |.It is alleged that Alom stabbed Poluan to 
` cians who pose no real threat. . . Wl | death and then made off. ‘donesia has agents operati! 
| om appears to have arrived at hisown | and that Papua New Gu 
sin em anc ME ннн to find a friend ther ne coinci- espionage service is effective. The gov 
< Russell Marshall, „а. former. chief, par- | dentally or by arrahgement. | ment in Port Moresby has so f. 
:;:Niamentary whip of the ра anda warmly. |. his friend the knife with which he had аі ad 
“regarded figure among k and, legedly stabbed Poluan, saying that he was 
© outside parliament, would have. won. Had | going into the bush for а few days and re- 
“Rowling stood aside in.October last year, | vealing where he could: be found. The 
^ Marshall. would still. have-had.a chance. | friend seems to have been not a friend, but 
Although Marshall is still.a possible con- | a member of the National. Intelligence Or- 
tender, it is extremely. unlikely that ће | ganisation set up early last year (REVIEW, 
could win. ; | 
. Rowling’s followers, ‘stunnéd by his sur- me er 0, ^. . Advertisement 
prise announcement, have.turned to. the aes ad à 
| former agriculture minister; Colin Moyle, 
a friend of Rowling. An initial count gave 
¿Moyle а committed .15.of-the 43 MPs, 
* enough to form a springboard for a cam- 
paign. But Moyle. let pass.a deadline of 
. December 21 for announcing whether he The Arthur D. Little Management Education Institute (MED i is the one: place. wher 
» will stand and has put his decision off by:a career-oriented men and women from all over the world receive practical training to 


Jan. 8, '82). He promptly informed the 
police, and Alom was arrested 
charged. Since his arrest, Alom has appa 







given their critical role: 
< into power and keeping 














done little but talk. 







; Military Academy’ s 
-parts în much of: Chu 
псу. There were va 
7. their sudden de 
were sacked 
< financial-sect 

































| .he hed Alom is X. 1 
| ждут отыш пе . that Poluan told him:h 


_ cumulated too much | 























































mare, who has Кер 

events. So far Jakarta 
cool. The sensible course is: toe 
playing it that way... 












m Master's s Degree Program From MEI: 
A Global Approach To Management Training 





month, indicating doubts... + prepare for increased responsibility in business and government... B 
That leaves опу two. minor figures, Sir МЕГ fully accredited 11-month Master of Science in Management Program offers 
< Basil- Arthur, the, shadow. agriculture * A faculty of experienced international consultants and academics using case studies. 


and teaching methods tailored to the needs of managers; 
* Sensitivity to {һе specific learning needs of an international Student body; 
* A pragmatic, results-oriented education program; в 
* Advanced training in policy апа strategy skills, with emphasis on economic and 1 
industrial development or international business. > 


If you have an undergraduate degree and an interest in learning more about МЕГ ^ 
7 degree program that will begin on August 29, 1983, please write or telex: 


^minister, and Bob Tizard, the shadow fi- 
5 nance, minister and the пап Lange, dis- 
* placed as deputy, as possible candidates. 
^ But.neither commands significant support 
among MPs, except as potential standard- 
* bearers in the anti-Lange.cause: 

Lange, if he becomes leader, is likely to 








| Ў ЗА 7 The Admissions Coordinator 

become prime, minister. With Labour al- "Arthur D. Little Management Education Institute, Inc. 
ready ahead, though narrowly, in the 33 Acorn Park > 

opinion polls, Lange's leadership is likely UU CI 4 


to cement а Labour. ascendancy. Mul- 
doon's National Party, unpopular with 
< Wide segments of the community, includ- 
 ingmanyofitsnaturalsupporters, may also 
| be under pressure to thange the. leader- 
hip.—atleastat the. level of deputy. a 
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Telex No. 921436 


is a subsidiary e Air Dr Little, Inc., the international industrial research, engineerin i 
managemen consulting firm. 





































at th door of the Bac Bo Palace 
bon voyage, and add- 

g: "Please come back soon. You are al- 
ways welcome Recently Premier Pham 
Уап Dong Ho's invitationesses 


Foreign Minister Nguyen Co Thach whim- | 


sically reminded me: “The Vietnamese al- 
| ways keep their word;" = 


' f returned to Vietnam, which I had first 


Visited in 1945 as an Office of Strategic 
Services operative; full of doubts and ap- 


prehension. The Indochina wars and the : 


9 Chinese incursion had brought many 


othing of the: American role іп 
early gtruggle fpr indepen- 
muc less of my relationship w 
ould nofault them for se only 
r adversary, "olt - 
ate antagonist whose country е 
ае sides with China, their 
cable enemy. Perhapile 
yuld not have gone. 
he warm cardial recep- 
is given at the: airport. 
my qualms and we 


in юше, my mind - 
ed batk again to Au- 

when I rode fromthe: 

the centre of. Hanoi 
he grim:company of Japan- 
‘military officers — they the. 
efeated: enemy, and I repre- 
ting. the victorious Allies. 
; time I-had no official 
anding, I did not represent 
gside, and wasanin- 
st of a nation whose 


.nam's 





. The current generation knew lit- . 


War Il as an Office of 


ernor-general's palace, now the Presiden- 


tial Palace. The circle facing it had been 


squared off to form a huge rectangle, now 
calléd Ba Dinh Square, where on Sep- 
tember 2, 1945, Ho had proclaimed Viet- 
independence from. a hastily 
rect&d wooden platform to a spellbound, 


І now saw the impressive grey granite 
mausoleum containing his. embalmed 


: body. Aside from this magnificent edifice, 


the only other new structure visible. was 
the columned National Assembly Hall on 
the north side of the square. 

“Modern” Hanoi faded the moment we 
left Ba Dinh Square and headed north for 
e Grand fac and my hotel. The almost 
empty two-lane road, interrupted by occa- 
sional roundabouts and sharp curves, ran 





















Archimedes Patti first visited Vietnam at the end of World · 
ic Services operative and formeda — 
- close personal relationship with Ho Chi Minh. (He is pice- vices, free‘of charge, of course, 


lakes, iè surprisingly modern and attrac: 





excifed and hopeful multitude, and where: 


tive. The spacious lobby is experNudeco- 


‘rated with tall live; bamboo plants and 
‘lovely ornamental trees. But eventhere, I 
was reminded of Vietnams“ parlous 


economic position. In the stark but cozy 
sit-down bar, I ordered gin and tonic. The 
neat yourig waitress, wearing a plain White 
blouse over black trousers; appeared 
much troubled. The interpreter explained 
that the bar was "temporarily out of gin 
and tonic." Glancing at the shelves behind 
the kar [noticed that, except for several 


| half-empty Vietnamese wine bottles, they 
were. bare. Other guests were drinking 
beer, so I asked for a bottle of the local 


brew, and everyone smiled and relaxed 
once more: Of course, rarely:does the bar 









have апу. foreign beverages — no foreign 


exchange means no dollars for 
luxuries. . 
Ligüor is not the айу йет in 






T products are hard to 
фу: soap, toilet paper, 
_ fazó ems needles ‘and 








screwdrivers, to. name but à^ 
few; are either rationed or just 
' not available. 

Common medical: supplies 
“like. gauze, sticking plaster, 
cotton and antiseptics must be 
obtained from the. medical ser- 






but not always convenient. 





tured, with Ho, other operatives and other Vietnamese lead- 
ers at that time.) He returned to the Vietnamese capital last 
year, when he gained an insight into or lews onIn- 
dochina, Asean and norm lisation of relat иһ the. Unit- 


Everyone agrees that these 
shortages are tolerable; what is - 
not tolerable is the scarcity of ^ 
food; "à condition “brought. 


e my country refuses to 


C focus 







t evening rush hour with buses, trucks, 
‘cyclists «and pedestrians, an im- 
rable mass of weary humanity pre- 
iously: inching 15 мау over. the fast- 
wing, murky Red River“ Once more my 
ioughts wandered, reverting this time to 
nother evening in September 1945 when 
ге watched long. columns of Chinese 
oops and their camp followers ctossing 
this same bridge into a Hanoi full of ap- 
' prehension and dread. 
7 1 tgok 20 minutes to reach the west 
bank ha then our vehicle resumed speed. 
Famillar landmarks began to come into 
ancient buildings, crossroads, 
orefronts — all there, the same 
ус 37 years ago; but older, 
and struggling to survive. It was 
inting and depressing. А 
enly, in an open area, a building 
caught my eye. It was the old French gov- 


24 












oki 





through a dismal rural section reminiscent 
of the colonial era. Only the rooftops of 
ramshackle tiuts could be seen. They lay 
deep below the road level and their occup- 
ants, seeking relief from the hot, sultry 


air, clustered on the roadside next to 


tethered cattle ог under the Y Made. of à 
solitary tree. 


t was almost six бна: and тапу fami- 
lies. gathered in small. groups. around 


open fires to. prepare the evening meal. - 


Small children, half- or altogether naked, 


scurried from dirt mound to drainage: 
ditch to wartime rubble, playing out their - 


childish fantasies amid the squalor. My 


first impression of urban and suburban 


Hanoi was not pretty. 
The sprawling two-storey Thang Loi 


(Victory Hotel) overlooking Ho Tay: 


(West Lake), the larger of Напо two 


‚ about by a combination-of na- . 
tural disasters; intérnational 
pressures and national mis-- 
management. There is no famine in Viet- 
nam. No one is starving. But there is seri- 
ous malnutrition affecting the national 
health, especially among the young. 
The "Thang Loi in тапу ways reminded 
me of the old colonial Metropole Hotel as 


| it was towards the end of 1945, It was there 


that international figures had gathered to 
get and exchange information. Today, ће. 
Thang Loi is the exclusive turf of the 
foreign visitor, especially for those dealing 
with Hanoi's officialdom. Within 48 hours 
of my arrival L was marked:as a “special 
American” who: had “been invited to a 
meeting of the presidium ‘and. later in- 


cluded among the guests. at an official 


presidential reception, 
Throughout my stay 1 was sought oùt- 

and drawn into friendly conversation with: 

Soviet, “Japanese, *Cuban, ` Hungarian; 


"French; Swiss and other nationals staying 
JANUARY 8, 1882/6 FAR EASTERN ECONOMICREVIEW. 0 


Archimedes Patti 


the house reserved for the А 








at the Thang L | оі No on ook he. position 
of А 








plight and seemed convinced that only the 
United States could fe the situa- 






Soviet bloc 













~ normalisation o: 
ficult, but (ойр 
Swedish enginee 







reason but 

to maintain the: American- 

backed Asea es 

Supporting 

ese TV representati 

mon knowledge: th: 

countries have let H 
. negotiation with 
would be feasible 
“cumstances.” Fh 
centre on the creatio: 
tente" among the So 
tries, including t 
and. | guaranteeing 













ternal affairs, and suppor "free and in- 
dependent Kampuchea out the’ Pol 
.,Pot clique," Vietnam would withdraw 
from Cambodia and the. political status 









ing on the hypothesis, he claimed that sev- 
eral Asean countries view China, rather 
than Vietnam, as the. major threat to 
‚ peace and stability in Southeast Asia, but 
économic pressures from Washington pre- 
. clude their siding openly with Vietnam. 
On the, assumption. that an eventual 
"withdrawal by Vietnam from Cambodia 
; would open the way for normalisation of 
US-Vietnamese relations, І pursued the 
< point with several foreign visitors from the 
socialist bloc. Their opinion was that Viet- 
пат is ready and willing, even eager, to 
deal with the US if only Washington 
would take'a more conciliatory stance, not 
expect to supplant the Soviet Union and 
stop placing unreasonable preconditions 
to any negotiation. 
I asked Thach for his view of the future 
relationship between our two countries. 
e replied with emphasis: “I am very op- 
timistic . . . there is по war between our 
two countries . . . The best thing we would 
like is (0 have normalisation of relations 
CT." Then with considerable enthusiasm 
d added: “L don't know if you have seen 
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‘well maintained grounds. The interi 


“ously awaiting it American occ pant. | 





passe, a  not-too-far-off normalisation of 


7 But spoke also with a number of hard- 
line party members about how they feltto- 


‘relatives in the south who had had close 


quo ante could be re-established. Enlarg- . 





| the people, the cities, the countryside still- 





can ambassador? You must Bo to see 
and take a picture and.give it 
press." I did visit the villa and photo- 
graphed it. Located on Hai.Ba Trung 
Street in one of the better sections of 
Hanoi, the building sits on spacious and 








tastefully. decorated and furnished. о 

t1 
I wondered just how long a wait it enightl 
be. e 
- Dong, his ministers and senior and; mid- 
dle-level officials ail in varying degrees re- 
flected Thach's optimism and enthusiasm. 
I detected no post-war bitterness towards 
the US; instead the. Vietnamese clearly 
addressed themselves with warmth and: 
friendliness to the American people. In- 
deed, their party line is to blame the US 
Government, not the American people 
for the war and its aftermath. The average 
Vietnamese, when he thinks about it, dis- 
sociates the US Government from its 
people or the country. Subconsciously, to |. 
him, the US is the land of plenty where 
consumer products cán be lad for the’ wy 
ing. Young and old; official and private 
Citizen, conveyed to me a sense of expec- 
tancy, a sudden break in the present im- 













































relations. 








-committal 




















pkëeper with 










and:cordial relations with the Americans 
asked: “Why do” the Americans hate. 
us [the Vietnamese]?" To answer my pro- 
testations he said: "Did we invade your 
country?.Bomb your schools and hospi- 
tals?" i 

At the Hanoi International Hospital a 
French-speaking doctor calmly remarked: 
“The Americans are truly heartless.” She 
spoke bitterly of a report, allegedly in the 
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prestigious French newspaper Le Monde, equivalent. in local toin нде 
of an American "embargo on milk for the | | Yearbook cost to your s 
above, and send the юш 


children of Vietnam.” Picking up a pack- 
age of sürgical needles, she tapped one 
on'the back of her hand and said: “These 
do not penetrate but tear the skin; we have | 
to use them over and over again.” She 

protested that the US would not allow ex- | 








coupon. 















07, З months 
ports even of surgical and pharmaceutical Бк 
supplies. How representative such те- Ma 


marks may be is difficult to assess. But the 
fact that American sanctions are partly re- 
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Vietnam is generally accepted by the man 
in the street. 

To me Vietnam seemed locked i ina time 
warp. In 37 years nothing has changed. 
Comforted by Ho’s exhortation that “no- 
thing is more precious than independence 
the country waits. I found 











and freedom," | Cheque payable о Far Eastern Ecohomic 
" To: Circulation Manager 

there, still the same, waiting, waiting fora 
better tomorrow. For Vietnam; me has | | 


stood: stil e ; cod 

















esterners newly arrived in Asia and 
W brought up on myths about thÉ "in 
Scrütable Oriental" are often pleasantly 
urprised to find that their. Asian friends 
do have a sense of humour after all. And 
Asians meeting other Asians are often 
surprised to find that they can understand 
ach-other’s jokes. But it is not really-all 
» that surprising. For whatever the culture, 


ате: ш 

There is sex, of course, and гасе — the 

so-called Irish, Palish or Sibh jokes. An 

ex. And therg is bureaucracy. Ang sef. 
nother topic is рарісѕ. Agdaset. And 

Maibers-in-law. And sé. There is also re- 

‘ligion. And sex: is ы 

." Take Thai humour, for instance. Asked 

to comment on its roots, er prime 

minister Kukrit Pramoj curtly described it 

























t's. unspeakable: and. unprintable." He 
plained: "Even a political joke must 
ve.a shade of sex attached to it to last. 

er рге minister Field Marshal 
ulsongkram had two wives and 


t prime minister doesn't have a wife 
d people think that's funny too.” 
f course, anyone will tell you that there 


s must never, never be made. But 


about mothers-in-law — except pos- 












ister Indira Gandhi's daughter-in-law 
eka from the family home may make 
ubject a little:close to the Бопе.) 
nd a recent REVIEW survey of jokes 
псіепї апа modern throughout. the re- 
ion came up with:hardly a joke which did 
t mention one of these subjects. For in- 
tance; one which i$ told universally — not 
t in Asia — was quoted from India: 
Hindu, a Muslim and a Sikh, employ- 
d to Jook after places of worship of their 
espective faiths, were bewailing the very 
ow wages they:were paid and how they 
were compelled to appropriate some of 
he offerings made to the Almighty. The 
Hindu pujari explained: his method of di- 
ing the shares: ^I putthe offerings inan 
en pot.with a hole in its bottom. 
evening I shake the pot. Whatever 
hole: I: take for myself. 
in the pot goes to the 
ry much, but every 












id: *I have drawn a 
ler 1 (pulpit). Whatever 
n one side of ће line I give to. 
‚ whatever is on the other side of the 









the subjects of humour tend to remaig the 






Pornograghie— up to the point that _ 


hought that was funny. Our pre- ; 


certain taboo subjects about which — 


‚аге race, and politics, and religion. . 
X. (Odd ough, nobody bans 


in India, where the ousting of Prime - 


A post-Christmas look at what makes Asia laugh — 





.^ By Mike MacLachlan 
5 Withreports from, 

_, David Bonavia, К. Das, ` 
Manggi Habir, Sheilah Ocampo, 
Patrick Smith and Mike Tharp. 

Special contributions by ~ 
‚ Gary Rector (Korea), 
Kanchana Spindler (Thailand) 
and Khushwant Singh (India). 
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line, I keep for myself. I don't get very 


| much, but every rupee helps;" ... 


“№ wonder. you. two look so thin. and 
miserable!" remarked: the Sikh granthi, 
Stroking his long beard overflowing his 
paunch. “I have evolved a much. better 
method of dividing the offerings between 
the Akalpurukh and. myself. I tie up the 
day's offerings їп а sheet of cloth and toss 
the bundle in the sky. which, as you un- 
doubtedly know, is the abode of the Al- 


mighty. Whatever stays up is Wahguru's 


share; whatever drops down is mine. ". 
This joke, basically about one section of 
the community doing down another, has a 
long tradition everywhere — for instance, 
the same joke is told about Jewish rabbis 
and Scottish Presbyterian ministers —and 
has its roots way back in the oral folk-tradi- 
tion of jokes. It sounds very similar, for 
instance, to the many jokes which have 
been handed down. over the: centuries 
about the Mogul emperor Akbar (1542- 
1605) and his witty Hindu minister, Raja 


‘Birbal, who was forever. at loggerheads 


with a rival minister, a Muslim known as 
Mulla Do Piaza. 2000. 

Birbal scored over the mulla every time. 
Apparently, his final victory over his ad- 
versary came when he told Akbar that in a 
dream he had met the emperor's ancestors 
in Paradise. “And how are-they doing?" 
asked Akbar. “They are very happy ex- 
cept that they have no one to clip their hair 
or shave them. They badly need the ser- 


: vices of a barber.” “That can be easily 


AT. the Quiapo Church in downtown 





Manila, ап angry devotee barged in look- | 


ing for the huge statue of the Black Naza- 
rene, to complain why his neighbour won 
the Jottery and he didn’t despite his regu- 
lar trips to. the miraculous shrine every Fri- 
day. He couldn’t find the large statue but 
he located a smaller version on the altar, 
He shouted angrily: Hey there, where is 
your father? I want to talk to him." 





. 


taken care of," replied the emperor; “We 


‚| will despatch our most eminent barber to 


Paradise.” Mulla Do Piaza was а barber 
by caste. Poon 7 

Caste stereotypes "have persisted 
through the ages in Indian jokes, Thus the 
Brahmin `іѕ а cunning manipulator; the 
Marwari (а` business community. from 
Raj&than from which: come some’ of 
India's top industrial houses like thé Bir- 
las, Goenkas, Mandelias and’ Bangurs) 
and the bania (the small shopkeeper and 
moneylender) are calculating and mean; 
julaha weavers: are naive —- their’men 
oftencuckolded and their women have an 





you expect to'be paid forit?” г > 

“One: lakh: [100,000] rupees,” replied 
the Bengali. When the same question was 
put to the Sikh; he replied: “Two lakhs — 
one lakh.to buy more land in Punjab, the 
other lakh to take with me to buy a farm in 
outer space,” ^6 | 

The. Marwari put his price. at three 
lakhs. The selection board chairman was 
outraged. The Marwari asked to explain 
his demand in private; When the chairman 
took him into his‘chamber he said: “Sir, 
one lakh will be:yours if you give me the 
contract. I'll give one lakh to the Bengali 
and let him disappear in outer space. The 
third lakh Pll keep for myself. That's good 
business, ism tit?” 


he favourite butt of present-day Indian 
jokes are the Sikhs. A sizable unwrit- 
ten compendium of Sardarji jokes (Sardar 
being the title by which a Sikh is address- 
ed) are current in all Indian languages — ' 
many of them made up by the Sikhsithem- 
selves, who are singular in their capacity 
to be able to laugh at themselves. How- 
ever; the Sikh in the Sardarji jokes as told 
by Sikhs is quite a different character from 
the Sikh in jokes made up by non-Siklis. 
The Sikh Sardarji joke is an exercise in 
one-upmanship: Һе comes. off as a go- 
ahead, aggressive, lusty, ¿carefree but 


Somewhat confused character, There was, 


for instance, the Persian princess who'was 


| seeking a husband, Anyone who could 
| satisfy her she would marry: anyone who 
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4 а à 
princess. “It’s all; medium and large sizes. 


sm 

But when hé looked іп: ойт thém а few 
hours later they weresitting glumly staring 
at the pile: Not one apple had been sorted. 
“What’s the problem?” he asked. “Well,” 

they explained, *we're Singapore civil ser- 
| vants., We're very good at shifting muck, 
but we can't make decisions!" 


Рато —and, of course, ће 
main butt is the First Family. Опе asks: 
“What is the favourite Ma 

ver: “One step forward; «on 
sideward and two steps kickbac 






Sikisis slow-witted and prone to 
at noon. All they have to say is “Sardarji, 
ke Бага Ба] gaye" (it is 12 o'clock) to dis- 
miss anything. the... Si 
suggested. But only.th ; 
dare to say this to à he does not know 
as a friend. Most Sikhs take severe um- 
brage at the remark and can really go ber- 
serk. IE 
No. one knows tigin of the 12 
o'clock phenomenon, But oddly, perhaps 
‚ав an example of Ше universdtity of 
humour, the Turks have à similar legend 
; the shores of the 





ОГ, 













trepid will 









and his wife were jogging past the United 
States Embassy on Roxas Boulevard, 
Manila, when they saw people lining up 
for their entry permits tothe US; so they 













` Most Sardarji joke planted on Sikh 
ministers of government.,A great favour- 
ite was Baldev Singh, India’s first defence 
minister in the government of Jawaharlal 
Nehru: It is said that. one Sunday morning 
“og visitor found him вй ө in his garden 
. Stark naked. save for i 

» head; “Sardarji; why. 


of undress today?” inquired the visitor. 
“Because it is Sunday-and по one is likely 
to call on me," replied. Baldev Singh. 
"Then why the turban?" asked the visitor. 
“Qne can never tell, can one?" the minis- 
` ter said. “Someone may turn up.” = 
sxe Another Sikh minister, of power and ir- 
.. rigation, was being shown over a hydro- 
electric works. “Неге are the turbines," |. 
. explained Ше. engineer; “They. extract 
electric energy from the water, Then the 
water is channelled into various canals for 
irrigation.” : Тһе. Sikh. minister was_ 
distressed. “Мо wonder our agricultural 
production is poor! If-you take all the 
power out of the water; how do you expect 
the crops to grow?” oho 
Yet another Sikh. minister, of housing 
and urban development, who was not 
quite familiar with the nuances of the Eng- 
г hsh language, was being shown blueprints, 
:; for constructing urinals in the capital. At 
- the end of the meeting he remarked: 
“Gentlemen, now that we have approved 
of the plans for the urinals, I suggest we 
‚ draw up plans for constructing a few arse- 









adir Yusoff . 


decided to join the queue just to ask why 
the people. were leaving the country. In- 
stantly, the queue broke ‘up and the 
people left the embassy, saying: "If you 
two are leaving the country, we are stay- 
ing.” Апа араз, St Peter refused to get up 
from his gatekeeper’s chair when Marcos 
entered Paradise. When he was asked 
later why he didn’t stand as he normally 
does, St Peter answered: “He might.grab 
my seat.” | ' 
Politics and:race are also favourite to- 
pics for humour in multiracial and politi- 
cally minded Malaysia. Despite the solem- 
‘nity of government sloganeering, Malay- 
-sians see each other as different, and their 
idea of living in harmony isto laugh with- 
out malice at'each other's customs; man- 
nerisms, langüages and preferred life- 
styles. Not surprisingly, thérefore, come- 
dians on TV imitate, or rather parody, 
their countrymen mercilessly, using stock 
to let them stay for nothing if they would | images of Indian moneylenders, Chinese 
до some odd jobs around the farm. They | shopkeepers and Malay peasants. 
jumped at-the chance and the first task |^ 


pals”? Soe unum ous 
ii The last three jokes have. the advantage 
:of combining the racial joke with another 
.favourite butt of all.humorists, the politi- 
‘gian, Politics is а universal subject for 
"humour — though quite often, the politi- 
«cian or civil.servant who is the butt of the 
humour could just as easily be a racial 
minority of the Irish-Polish-Sardarji vari- 
ety. For instance, from Singapore comes 
this story: : i 

; Two Singapore civil servants were on a 
, walking tour of Europe, staying at farm- 
-houses along the way. Опе farmer offered 












СА : А ” Р. $ 
was to sort a large pile of | , 5 m their pui 
performances. Even. such an-extraordi 








political cartoons to fairly mild pulling o 
political and bureaucratic legs. But this i 


1. Ahmad, was known as Kojak а 
"üherican. TV character; because 
„minister is almost completely bald. 
‘thought of this rather heavyweight-ger 
* { man, with his ubiquitous floppy: 


olitics is a favourite topic for humouty 


. | ean detective sends the ordinary. Mal. 
Again, President Ferdinand Marcos . 





"as seen by Lat. 


'states arrives in Singapore on 


Only politicians wince at, these. “sensi- 






nary talent as Lat, the cartoonist, limits hi 






ПОГ to say there are no political jokes. 
In private, ministers of the governmen 
ré butts ‘of endless jokes. The for 
minister for information, Datuk Sha 




























solving crimes like а hard-boiled 


sian into paroxysms of laughter. Anot 
minister who was а source of great іа: 
wgs the former attorney-general, 
Kadir Yusoff, because he was incre 

thin (98 Ib, according to his own adm 

































sion) — and one of his jobs was preventi 
of drug abuse. (Lat orice drew a cartoon 
him hanging on to a' lamp postin We 
lington, New Zealand, as a strong’ 
wind flapped him about like a flag.) 
But the joke-tellers in the tow 
jokes which are familiar in all 
throughout the world — at least: 
Often the butt is Singapore — that nei 
bour to the south which is so:similar yet : 
foreign, and is at the same time so st 




























A “royal party from one of the / 


visit. Prime Minister Lee Kuan 
of the country, so they are met 
port by Second Deputy Prime Minist 
Rajaratnam. After the official welc 
they are entertained by Foreign А 
S. Dhanabalan. In the evening t 
at the Istana, the national gala 
president’s banquet, wher. 
ceived by President Devan Na 
point one very distraught 
another aside and whispers’ ant! 
































ast урона tell strings o : 
_ lent political jokes, but China has a differ- 
ent tradition of humour, The Chinese are 
very fond of puns — made gasy by the na- 
re of the language, with its many words 
оша. nearly or exactly alike... 

There is also plenty of bawdy humour, 
йеп involving priests апа monks, as мяне 
zi с іп the medieval West. One апес- 
te tells how.a man was walking in a 

od near а monastery, and heard some- 

e frantically repeating: “Beancurd and 

Bre , beancurd. and greens!” 

‘he saw а Buddhist monk 

ous congress with a young 

1d gabbling: *Beancurd and greens, 

d and greens!" Intrigued, , fhe 

oller, asked.the. monk why his.activity 

5 accompanied by those words. The 

t replied®@‘I’m a monk, am I not? Yo 
hardly Вес me to talk about the 


w o 


airily, “that we oye a labour minister 
in the government? I cannot invade his 
area.” ee 


eevat, has for several yegrs bed peering 
into. the. roots of an authentic Thai 

оточ, He summed it up in five major 
categories — humour in court, in litera- 
ture, in folksongs and folkplays, in mural 
paintings and the latest craze — graffitti — 






















mudflaps of ten-wheel trucks. 
And humorist Por Indrapalit has es- 
| tablished that “pure humour” uses a cast 










some, the rich Chinese tycoon, the lecher, 
| intelect the old high-ranking 
ncle, and the. servant, Using these 
characters Por commented humorously 
on everyday situations and the increasing 
impact of Westernisation and modernisa- 
tion on Thai society. It was humour ap- 
prediated by Thais from alf walks of life. 
There have been other serious attempts 
to analyse humour and say why it is in fact 
funny, but they have not been notably suc- 
cessful. In his 1959 book, Oriental 
Humour, R; Н. Blyth says humour in 
Japan "is less destructive. 
sive than i in England: i 











Ф 

t there is now some political humour, 
ntich of it satire on people yhe selfishly 
€ bribes, litter, eatto , or do not 
hard. , Cadres are frequently 
in castoons published by the offi- 
| press. One shows a display cabinet ina 
Mr certain goods at discount prices, = 

t 

















ottog shelf. a cadre is sitting . 
ed, hblding a retirement notice. 
offer for Rmb 150 (US$75). · 
Old customs are satirised in a cartoon 
h shows a young woman having her 
e told for Rmb 0.50 and mortified to 
she is incompatible with her fiance. 
he fiance puts it right by giving the for- 
:teller Rmb 5 to say they are a perfect 
match. — | 
The most beloved form of humour in 
ina nowadays is the xiangsheng, or 
talk dialogue. Part of one by Ma Li, 
called The Nine-Storey Hotel, is a long 
of Chinese bureaucracy, in which to 
ter at the hotel, the guest has to fillin 
orm giving “name, alias, previous name 
. family’s economic position how many 
rothe IS, how many. sisters, how many 
dren, how many wives . . . Parents’ 
ans of support? Monthly income? Will 
your wife give you money willingly?” — 
“No she’s mean.as hell!” — “How.much do 
jou want to spend to eat here? . .. Do you 
nt meat or just vegetables? Rice or noo- 
* dles?... Do you want to drink? . . . Do 
“youl become aggressive after drinking? Do 
you hit people or swear at them? Do you . 
‘weep or laugh, speak quietly or makea lot 
of noise? How much do you intend to 
drink? do" many times do you expect to 
kick ира fuss?" 
RS "Thes dialogue goes on and on, „listing the 
. fumberfof cadres working — or not work- : 
| ing — inthe hotel, and in the meantime re- _ 
> use anyway, there аге по. 











О: favourite. joke in Malaysia is re- 
markable not only for managing to get 
à dig-in at all three major races in the 
country simultaneously but for relying for 
its humour on what amounts to-a. musical 
pun. The joke describes how one can tell 


















festive drumming. 
‚А Malay drum goes: Tak untung, tak 
untung, tak untüng . . 













‘untung, kadang-kadang untung, kadañg- 
kadang uhtung . ; 

And a Chinese drum sounds like: Un- 
tung-untung, untung-untung. . The 
point isthat untung is the Bahasa Malaysia 
word for profit, so the Malay drum's mes- 
sage is, “no profit"; the Indian drummer is 
saying. “profit sometimes,” and .the 
Chinese drum repeats "profits, profits, 
profits." 

But the joke. goes down well in 
Malaysia, not ọnly because of its gentle 
mockery of supposed racial characteris- 











































the various drums. 





^ and author of several 
celebrated books on humour, Vilas Mat- | 


28. 


especially that written on the backs and : 


of. six archetypal characters.— the hand- | 











the way to the homonym 


the three races apart by the sound of their | 


. An Indian drum says: Kadang-kadang 


tics, but because of the uncanny way the : | 
с] vocal sounds mimic the. actüal sounds of |t 


n the other." 

h visited a different Japan 
from the one most le we ise, 
or perhaps he con ines his evidence.to an- 
cient written forms of Japanese humour. 
One of his favourites, for instance, comes 
from the 17th-century Seisuisho, a piece 
of semi- popular literature from the Edo 
period: 

“There was.once a very foolish person. 
One day he wanted to buy a jar, and went 
to the city. Не: happened to.see one „put 
upside-down in a shop. He examined it, 
and then said, ‘Yes, it is a very fine jar, but 
to my regret, it has no mouth; how can I 
‘put anything in it?" 

“He turned it over and said: ‘No, it’s im- 
possible. I had thought I could make an 
opening with a.chisel, but it has no bottom 
to it anyway. What on earth is the use of . 
it?’ Ant he went.off, resigned and pot- 
less.” 






Fortunately, tj ere are other examples 
| of Japanese our that strike modern 
fu es somewhat more strongly than 


that. story. One. comes from Senryu, a 
haiku-like poetic form popular in the sec- 
ond half of the 18th century: 

‚ Her great wish. 





musical puns, but. verbal puns are a very 
common source.of: humour in Asia, par- 
ticularly where there are tonal languages 
which lend themselves to a vast range of 
punning sounds. For instance, in China, a 
hen-pecked husband is said to have bron- 
chitis because the word for that disease, 
qiguanyan, сап also mean: “His wife 
supervises him strictly.” 

And. in. Hongkong, young Cantonese, 
when: they. are extremely . bored, say: 
“Ngoh. gwai-lo yuet ban." Yuet ban is 
Cantonese forthe autumn delicacy which 
the gwai-lo, ot foreigners, call mooncake,. . 
And the Cantonese phrase for "extremely 
bored" is: mun gek; Gedditt? 

There:.are many other, puns deriving 
from .bortowed languages in countries 
which use more than one. For instance, 
from the Philippines, which uses Spanish, 
English and many indigenous languages, 
comes this story: 

A parish, priest. was. visited: by another 
priest who asked. the former what he did 
whe he felt lor ly. The f ed: “F 

















annot be piany jokes employing | 




















and agoroku, 
you e got three heads I'm not going to 
ss ve.my fine house (о a monster like 
3 The son, just as drunk, retorted: 
| “That sall right with me. Who'd want a 
house going round and round “like this 
= one? | ; 








ther attempts to analyse humour = 
‘and to help develop it — have been 
made:by the Indonesian Humour Institute, 
established in 1979 to "promote the aware- 
“ness of humour." But its activities have so 
far: been limited to arranging. annual 
+. humour seminars (which many find-rather 
too. serious) and occasionally: providing 
» ideas for comedians, 

Perhaps: there i is no need to *premote 
the awaréness" of humour in Indonesia, 
which has a long comedic tradition passed 
down through the: ‘wayang Каш puppet 
theatres. Nowadays one! of the country’s 
most popular TV shows, Ria Jenaka; fea- 

‘tures four heavily made-up clowns „терге- 
senting traditional wayang clowns: three 
brothers — Bagong, Petruk and Gareng 


— and their wise fathen the legendary 
Semar. M tdi 
These comical characters аў? - 


donesia's contribution to the. Hindu 





orstoryteller, flexibil- 
out changing the main 











* mon there that there i 
punning. The Bun у, 





borrowings from Chinese and its richly de- 
scriptive native vocabulary.” 

The man who carried Koredh punning 
to its pinnacle was Kim Byong Yon (1807- 
63), better known as Kim Sakkat for the 
conical hat that was his. (гадетагк: He 
plied his craft in two languages at once, 
writing. serious” versé іп Chinese that, 
when read aloud and heard as Korean, 
. was funny, even lewdly so. 






A favourite form of punning in Korean ; 


is on foreign names. Koreans; with their 
: Strict, 
foreign names intrinsically funny anyway 


, (just as Westerners’ find’ some Korean i 


names, such as that of Foreign Minister 
Lee Bum Suk, impossible not to laugh at), 
$0.a whole series of riddles has evolved. 
such as: | 

Who is the best angler i in Japan? 

Tanaka (ta пакка — "he catches all the 
fish"). 

As well as real names, the riddles use 
imaginary names such as: 

Japan's most feared gangster, Tokiro 
Imaka (which translates as "he cracks 
; heads with an axe"). 
dom pentane Y. ‘sexiest stripper, Miss Mac- 





 Pursor. ("эре removes her clothes with 


three-syllable. пате form, ‘find | 


, puns. Thai тер 
meanings with sharp metaphors or similes 





| virtually incompre 


| tourist рої 


asked ihe t 
complete the building. “Four 
the driver. “Four years? In my coun 









mented. Similar'dislogues took ‘place’: 
they passed the Wisma Nusantara 
ing and several others. By then the taxi 


driver . was getting итше агане 


around the fountain at the end of the 
street, he passed. Hotel Indonesia, Th 
tourist, pointing to the hotel, askedagain 
“How long did it take to build that? The 
taxi driver replied: "Thaf's funny, r came 
by yesterday afternoon and it wasn't 
there." d 





characters, Бесййзе of their populásiy, | 
were used to spread religious teaching to 
the hinterlands of Java. Today there is still 
a message in each. performance but: the’ 
messages are less heavy and are limited t 
simple public announcements like keep- 
ing the environment clean. ` 

Atypical episode would have the three 
brothers, due to a misunderstanding, get- 
ting involved i in a dispute. But, beforeghe 
quarrel becomes serious, Semar intdf- 
venes. Eventually, the differences and 


misunderstandings are sorted out and the; 


conflict settled. 
These wayang clowns, who on TV are 
layed by.four well-known comedians, 


ha 


ave deeply’ influenced most Indonesia 







КАТАА 


abandon”) 
The Italian st t actress, Gira Radab-. 
rogida ("she carried on too much and got 





| broken i in two). |... | 
‚ Puris аге also common in ‘Indian tan: 


guages and in Malay, not so much because 
of tonal qualities but because the, same 
words can have several différent mean- 
ings, or words of widely differing mean- 
ings can have similar constructions, and 
because of the “alliterative qualities of | 
many words. 0° 

Indeed, а form of punning has reached 
the status of art in the Malay verse-form, 
the pantun — a four-line verse either 
romantic or semi-comic, which. relies. for 
its effect not опу оп rhymes but on inter- 
nalassonance ithin the lines." 05 





Ј арапеѕе jokes also, as the top-10TV show 
starring comedian ' Tnichi* Hagimoto 
proves, often derive their humour from’ 
the Japanese language. itself: — һом it 
sounds, its homonyms which can stand for 
‘several widely and wildly divergent mean- 
ings. ideographical puns and so forth. 

. And Thai, which is even'more tonal 
than Chinese (classic Thai is said to have 
aS many as 15 tones), also abounds in 
rtee thus involves double 



















and very complex -play, making it 
sible to foreigners. 


Some Jokes. en arise from the. fail- 









„skin, his Chinese friends 














member wearing oversized pants that 
go to his knees. Several have a man ác 
out the role of a woman or a small child. 
; Others try to capitalise on the odd heigh 
ot size of a group member. | 
This, of:course, is another “ele 
^which is omnipresent in hi 
MAR Across Asia, the bá | 
| “ing: Indians, for instance, will laugh 
just about everything incongruous, J 
matter how cruel it may seem: à mari bas 
ing | his head against a lamp pos, a lame 
¿one-eyed bridegroom, Ж 
the stammerer, the. mentali 




































ever human misery 
said Thailand's- bes 


bay eal politean and 


emedians. , Assoc 
; "Lor-Ték 7" Ave spen someon 
there laughing his head off a 
s©n who tried to get out of. a 





the Thai ду bones are “sh 

that therefore the language used is 

ly simple with ешр Фей 1 тоге 

mannerism. | 
In China, if a foreigner slips on a bar 











this is not a sign of sadism f 


of Thais 





ure 

„other. | 
« For instance, an “order as sent 
over the country for farmers tó breed mo 
































the vigor poen ind vead the o order 
aloud. The villagers listened respe fully 


for pig. Unable to admit ірпогапо 
héadman d a passing. dog so he: | 


clássic humorous el 
"Thais remain puzzled, . 
However, when all else Ё ils, t 


s gi 

to Various outstanding builditigs aro 
town, notable among them being the Со 
naught Centre, headquarters ‘of 
kong Land and named by the taxi- 
the building of à thousand arseholes aft 
its multitude of round windows. The | 
lic-looking, round skyscrape 
Centre, also earned its sobriquet г 
quickly. Апа Central business distr 
first gold curtain-walled building, go 
name even. before “it Was со 
Hakka ngai, after the gold Np 
by the many Hakka women i 
kong GU i 


























sian servicemen going to A strali 
for specialised defence trainin 

on which Australia is now concentra 

— аге being taught Australian humour. 





-idiom because the lessons and reactions 
| show that east or west, humour is bási- 

1. cally the same. “Australian humour 
not as subtle as English humour b 
slapstick. than: American humour, 
the squadron-leader in charge of trainii 
servicemen from Malaysia, Indonesia, 
Thailand, the Philippines, Pakistan, Sri 
Lanka and Fiji. 

“We have talks about the peculiarities 
of the Australian language — or Strine, 
They find expressions such.as ‘y's a 
piece of cake’ and ‘Running around like 
a headless'chook' incomprehensible.” 
As.a sgile e&patriate,*I must айту 
personally that that last expression is new 
to me. But, y ton roaming 
wareund the Far East, Í reckon language 
hief barrier. to joint east-afid- 
cceptance of basig humour. 

arrier to comméfff and instruc- 
understanding of humour seems to 


be commuMisnf, as appreciation of | 


humour in “liberated” China is far more 
gutes than i in, say, Taiwan. A com- 


Н. L. Mencken — not referring then. 
specifically to communism or fascism — 
once pointed out: “A sense of humour 
al ays withers in the presence of mes- 







n. The laughter is fending off the con- 
uences of a mistake, or masking acute 
mbarrassment, or thanking heaven that, 
r it was, it happened to someone. 
and not to oneself, 
Korea, too, people will laugh at the 
алу way a passer-by fell down — while 
the same time helping him up. Koreans 
ke the Chinese, tend to laugh away 
assment in situations in which 
i d 














g in á shop 


In effect, this really means Australian 




















rj a field whe 





and gets giggles as his first response si 
_ because he is not understood. 
The Koreans have even 1 develope 


a | home to his wife and asked h 
the evening meal. “Sorry,” she replied. 


to.the group of Japa ese wool- 


X buyers. ind consulate offi 


home from Austra 


g 
E Ay: do: you call a bro el: acathouse, 
"when you don't call the girls cats?" 
“Also, you said that drum was another 
word for brothel. Why?" (Helpful inter- 
ruption from another student: “Perhaps 
because you cay geta bang there.”) 
After arecent check with other roving 
reporters, I reckon that the Japanese, 
.the Koreans. (South, of course) and 
Filipinos share. most closely with West- 
erners appreciation of wit and humour — 
yropean, Oriental, American or Aus- 
‘tralian. But, of course, tradition does 
intrude... 
Daniel Vare, an Italian diplomat- -writ 
er who lived in Peking for nearly 40 years 
before World War II, has recounted 
how, when studying Chinese, he once 
«wrote a short story, for his teacher's. 


























p- 
'T.proval, about a minister in.the. Imperial. 


Ming Court who tried to protest against 
a "reform" promulgated by the em- 
г регог. Не outlined his objections in a 


++ «and Ce he drove up in this bi-i-ig 
car, 

That big, huh? 

Indescribably big. Why? 

Just keep talking. 

This leads to a syndrome the Koreans 
call dong mun so dap (east question, west 
answer — a totally meaningless reply). 

Here..is an. example. from real life. 
The scene is a birthday celebration in 
dancers are about to per-. 







his village ta 


В. | 
vagnificent fish. He took it 


| “The cooking-oil ration has been cut, so 


о remain passive in a conversation. One 
. has to say something from time to time or 
face constant prodding for a supportive 
ly: "Isn't that so? You do understand, 
don’t you?’ 
сіепе the heater does not; 
with fair frequency, there i 
that he is listening at all. 
And the attitude of many 
Pd “If we're going to be ged 
erj ecting something, i 










-Shortage of chárcoal and she could not get | 
‘any. So there was no alternative but toi 


could roast it оп the kerosene stove. 
"Sorry," said the wife. “The government 
has raised the price of kerosene so I can't 
afford that.” In that case, said the hus-. 
band, could she cook it on a charcoal fire? 
“Sorry,” said his wife, there was a great 





throw the fish back in the tank. As И swam 
away, it poked its head out of the water 


j and said: “Indira zindabad ond live In- 






eobasperating.” A typical exchange mig t 
“go ше this: 


30 


, dira]t" no 





. peror, empress and imperial concubines- 


"the palace grounds. Commoners such äs 












erto fry it for 










“memorial” and obtained an audience to 


| present it in person. Then, approaching: 
‘the steps to the pala 


e ice, he: ‘selflessly and 
ctaftily &mmitted suicide to emphasise 
his protest, Smp 

Vare's teacher еса the story: 
"This is ridiculously implausiblé and en- 
tirely lacking in humour. Only the em- 























are permitted-to commit suicide inside 


г ассогбіпр — to: 
uicide at the foot of 
. Therefore the em- 


the minister 
etiquette, com: 
the Western Н 
peror would not hav 
glanc@ at the minister’s memorial.” 
He suggested an alternative plot with 
a touch. of humour to lighten tragedy: 
"Once upon a time there was a cele- 
brated scholar who visited an aristocratic 
family every week and was given a bowl 
of sugared turnips.as a mark of esteem. 
But one week when he arrived, the su- 
gared turnips were not presented. So the: 


scholar believeyhat he had fallen from 
grace mmitted suicide on the 
Stern Hills.. Turnips would ‘have 


saved his life.” 

Vare didn’t think that plot suggested 
humour for both Western and Chinese 
readers. But I hope that he, as an Italian, 
and his teacher, as a Chinese, did laugh | 
together... — «ss 

(“A little humour, now and then, is re- 
lished by the wisest men." — Written by 
a Westerner or an Oriental?) 
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form for the guests: 

Dancer: But there are furrows here. We 
can’t dance on these fiirrows. ` 

Farmer: You won't hurt anything. It's 


] only garlic. 


The Korean language itself providesthe 
source for much of Korean. humour. 
Every utterance has built into it an indica- 
tion of the relationship between the 
speaker and the listener as well.as of the 
speaker's attitude towards the subject of 
his’ sentence. This means that, without 
changing its content, he.can turn an ordi- 


| пагу reply into: biting sarcasm. by,. for 


example, using the most honorific and 
self-effacing of verb forms to a close 
friend. The elegance of this cannot be 


| duplicated in a language such as English, 
we can't fry it." No matter, he said, they 


where entirely different words would have 
to be chosen to achieve the same emo- 
tional effect. 

But most South Korean jokes actually 
attack the country’s own peculiar cultural 
sensitivities and the inconsistencies in its 
conservative mores.: For example, in а 
country where divorce is still anathema, 
there is: 

. Father. (to. his; grown-üp son): Son, 
"what do you think of marriage? ; 

Son: Well, I hear that once you've done 
it, you want to ae it over on ovet 
again. з ü 
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Ww most of the industrialised nations in the world 
going through a continuing period of recession, 
small nations like independent Finland — tucked away in 
the northernmost corner of Europe and depending largely 
on exports — have had to develop new methods of 
survival in an ever-competitive world. As part of this 
strategy a three-day symposium on Technology from 
Finland* i$ being held at the Hilton Hotel, Jakarta on 
January 25-27. - 


—— . . 
*Sponsored by the Finnish Foreign Trade Association, Arkgdiankatu 4- 
6, Box 908, SF-00101 Helsinki 10, Finland. Telex 121696; telephone 
358-0-694 1122 


^ 


In this special section, Michael Frenchman examines 
the efforts made by Finnish business and industry to sell 
their goods and services abroad. He examines some of 
the latest technological achievements in shipbuiding, 
forest industries, electronics and engineering and some-of 
the consulting services; and reports on what some of the 
captains of Finnish industry and other leading figures have 
to say about the years ahead. He also looks at prospects 
for the future following the quiet revolution which the 
country has just gone through. This follows the election 
nearly a year ago of Dr Mauno Koivisto as the first new 
president for more than a generation. 


Revolution 


countries whose neutrality has been safeguarded for the 

last 25 y@ars by former president Dr Urho Kekkonen, a 
policy that will not change. His successor, Dr Mauno Koivisto, 
was once a docker and formerly governor of the Bank of 
Finland. He is a popular pragmatist who has been at pains to 
emphasise that Finland's policy of active neutrality, especially 
with the Soviet Union, will continue as before. 

But no doubt, following the death of Soviet president Leonid 
Brezhnev in November, both Finns and Soviets will be seeking 
some mutual assurance on this point. Before the death of the 
Soviet leader, Koivisto had planned an official visit to Moscow 
following general elections in his own country next March to 
discuss, as he puts it, “а proper time and a proper place" to 
talk about the longer-term future between the two countries. 
Finland has always had a special relationship with its big 
neighbour in the East since it declared itself an independent 
republic after breaking away from the old Tsarist empire 
following the Russian revolution in 1917. 

Koivisto has become an extremely popular figure within the 
country since he became prime minister following the general 
elections in 1979. Prior to that he had been governor of the 
Bank of Finland during the difficult years after the mid-1970s 
enerqy crisis. His tight monetarist policies, which were heavily 
criticised by the business sector, paid off. Between 1976-79 
Finland's growth topped 9% at one time — the highest in 
Europe. He is a shrewd and able politician who plays his cards 
very close to his chest. A year and a half ago his popularity 
was boosted when he stood out against president Kekkonen 
who had demanded his resignation during a major government 
crisis. Shortly afterwards the 81-year-old Kekkonen decided 
to stand down because of ill-health 

Traditionally the Finnish president has extensive powers 
granted under the 1919 Constitution. Kekkonen, who had 
сопе from the dominant Centre Party, made full use of the 
authori en him. This is in complete contrast to the style of 
reaches under Koivisto who won a sweeping majority in 
the electoral college last January (1982). Koivisto, though he 
has never served in parliament, is an active parliamentarian 
and firmly believes that the ultimate authority should be vested 


Е is one of Europe's most independently minded 





in the democratically elected members of the Finnish 
Parliament. 

Consequently he is gradually leaving more decision-making 
to his ministers. On becoming president one of his first acts 
was to throw away his Social Democrat membership card 
declaring that "the president should be above politics." This 
one single act won him the hearts and minds of most Finns 
who now refer to him as “our Manu.” 

Next March, general elections will take place but it is unlikely 
that the Social Democrats will maintain 24% of seats in the 
200-strong parliament as the conservative coalition is likely to 
regain former ground when party allegiance comes once again 
to the forefront of politics. The communists (Peoples 
Democrats) — once a vociferous influence — are in total 
disarray following a split between rightist and leftists of the 
party. Finland, which is a land of coalitions, is likely to see the 
emergence of a dominant coalition government consisting of 
the Social Democrats and Conservatives. Let's-pull-together 
is fast becoming a common maxim in both political and 
economic spheres in realisation of possible hard times ahead. 

Politically the country is relatively stable and there are few 
doubts about its longer-term economic future. Although the 
economic situation is not as good as the heady days of the 
late 1970s, exports are 60% higher and the balance-of-trade 
position has improved overall with a small deficit in the first 
nine months of this year. However, on the domestic scene the 
situation is a little grimmer following almost daily lay-offs, 
particularly in woodworking industries. But, following two 
unexpected devaluations within a week last October, its 
exports should become even more competitive. 

Because of a long-standing bilateral trade agreement with 
the Soviet Union (extended until 1995) under which Finland 
receives most of its oil, there has been a ready market for many 
Finnish exports, particularly in the construction and 
engineering fields. This so-called red cushion has to a certain 
extent sheltered the country from some of the more dramatic 
recessional problems in the rest of Europe. Even so, only about 
a quarter of Finland's overall trade is with the Soviet Union. 
Sweden and the EEC account for almost all the rest. There is 
a very small amount of trade with Southeast Asia and the Far 
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East — Hongkong, Japan and South Korea. Exports to the ü Q 6 , 
latter increased by 129% between January and September 
this year. | “| м E 
It is generally accepted in Finnish economic circles that the 
troubles of other countries come later to Finland — partly 
because of the red cushion. But as Minister of Finance Ahti 
Pekkala points out: “The developmenfof our economy directly 
depends on what is going on in Western Europe as more than | - — = i ' 
35% of our econorgy depends on exports. During the boom `. Sup | m i 
period of the'mid-1970s we were strong and even in 1979 we А?" Hanko — the southwestern tip.of Finland 





















































) had 7.6% фом: in 1980 it was 5% and our level of | — from the sea, the most prominent landmark is a tiny 
— square-shaped arch visible from more than 10 miles 


away: and threading through the dangerous rocks off the 
. Hanko peninsula, the landmark turns out to be a giant gantry 
crane. If the sailor can regd the letters KONE on the cross-beam 
it usually means he is too near the rocks. 
KONE has its main crane works at Hanko where it produces 
a wide range of Goliath-size structures including material- 
handling equipment as well as cranes. The company has its 
own small dock so that finished cranes can be wheeled on to 
| a floating barge or ship for transport to the customer. It has 
recently delivered by sea a large number of harbour cranes 
for a, Mexico and the United States. 
E ine 1 is one of the world's leading suppliers of 
ad cranes as well as jib, portal and other 
ese are marketed all over the world. One major order 
sists of supplying two cranes with a lifting capacity 
nes to be mounted on a catamaran barge-platform 
іп arctic offshore oil exploration. These are thought to 
be the largest cranes ever built in Nordic countries. Another 
success has been a fully automated, computer-controlled 
continuous coal-unloader for a Danish power station. 
Apart from cranes the company's other best-known activity 
especiallyinforestindustries. > —— is the construction of lifts. Although the demand in Europe 
Esko Rekola, Minister of Foreig е, believe has fallen off, exports to other areas of the world have been 
of the answers for Finland is to br ofits accepted market | gaining ground. Recent orders have included 109.passenger 
areas and develop new export fic ch as Southeast Asia ^ | lifts for Hongkong, another 32 for Sao Paulo in Brazil and 16 
and the Far East. “We think they are very important areas,” for Mecca in Saudi Arabia. 22 
he says, "particularly "o Uer : КОМЕ 'ѕ technological expertise has enabled it to produce а 
Singapore and Malaysia. We | super-quiet type of escalator suitable for libraries, hospitals 


realise they are difficult ae TRA |. or other quiet places. This is appropriately known as the 
prospects as these countries .. КОЛО, DER |. whispering escalator because of the almost imperceptible 
already have their own n . | brushing noise it makes: 22 were flown by special transport 
know-how in some fieldslike ^^ Exports: ‘aircraft to Mecca. As part of its general policy of diversification, 
forest industry, which is one ‘Fmk 60 billion (+14%) the company now has a flourishing instrument and computer 
of our own strongpoints..””. . Des tinalion of | division which is largely concerned with manufacturing - 

He feels that sometimes “main exports |. chemical analysers for medical laboratories and hospitals. Its 
Finnish companies tried to.) — engineering division also manufactures milling equipment for 





















sell too high technology бит дем Union Е mining operations such as ће new copper-mining complex in 
it was important that they à Fija cid i Mindanao (Philippines). pe oe 
had the best. During visishe 180 Although, in common with many other companies, it has 








has made to the region he 5 No : been experiencing a downturn in the traditional Nordic and 


fougd that people could not... France 9. European markets, because of its dynamic approach to 
unders o ow апай . - United States —3, marketing in other areas its order books have been reasonably 
country!so far away in the 
north of Europe, could have - 
such advanced technology. -@ 


“IMPORTS: full. The company has many subsidiaries 
Fmk 61.2 billion (45%) outside Europe including the US, Latin America, Africa, the 
NN E Middle East, Southeast Asia and Australia and has just 
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From the PAPER MACHINERY GROUP... 
Valmet's Paper Machinery Group has a pro- 
duction programme incorporating paper ma- 
chines, PM rebuilds, wire sections, press 
sections, rolls, calenders, reels, process 
ventilation, and heat recovery systems. The 
whole programme, which goes under the na- 
me SYM-CONCEPT, has been developed 
hand-in-hand with papermakers themselves, 
resulting in increased production, unbeatable 
quality, and substantial reductions 

in operating costs. 

State-of-the-art papermaking technology, 
from VALMET. 


Valmet 


ш” 


From the AUTOMATION GROUP... 
The Valmet Instrument Works is renowned 
as a turnkey supplier of complete instrumen- 
tation and automation systems, with 30 
years of deliveries in Finland and abroad. 


Valmet control systems can be found monitor- 


ing literally hundreds of processes in the 
pulp and paper, chemicals and petrochemi- 
cals, foodstuffs, and power-generating in- 
dustries, and in countless other applications, 
with systems design in the experienced 
hands of Valmet's engineering team. 
Valmet can offer three alternative system 
packages: 
— the pneumatic AIRMATIC and 
— the electronic ELMATIC-100 for 
analog instrumentation, and 
— the digital DAMATIC for the most com- 
prehensive and sophisticated of process 
automation needs. Already over 100 pro- 
cesses in 10 countries are guided by 
DAMATIC. 
For tailor-made process automation, the na- 
me is VALMET AUTOMATION. 


VALMET 


Head Office 
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From the TRANSPORTATION EQUIPMENT 
GROUP... 

As the market leader in 3-high container 
stackers, Valmet has a reputation for quality 
second to none. The new Valmet 40-ton gi- 
ant forklift truck is a worthy addition to the 
Valmet range, giving high performance with 
no sacrificing of operational economy. The 
tight turning circle, light handling, and com- 
fortable cab mean great working conditions 
for drivers, and its rugged construction and 
easy maintenance spell a long and trouble- 
free working life. 

The Valmet 40-tonner — another world- 
beater from VALMET 





Valmet is a Finnish engineering group and 
one of the country's largest industrial en- 
terprises. Valmet was established as a limi- 
ted liability company in 1951. It has since 
expanded to comprise six operating groups 
with some 30 production plants in Finland 
and overseas. 


^ № 
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Punanotkonkatu 2, Helsinki P.0.B. 155, SF-00131 Helsinki 13, Finland Tel. +358 0 171441 Tix 124427 valp sf 











announced the opening of a new joint-venture crane- - 
manufacturing company in Singapore with Far East Levington 
Shipbuilding Ltd. The new company will beknown as Kone 
Fels Cranes Pty Ltd andis the fourth subsidiary or joint venture 
for KONE in Singapore. | 

Lifts, escalators and cranes are only some of the engineering 
products which cry down the old legend that the Finnish 
economy only stood on wooden legs — a reference to the 
long-standing traditional paper, pulp and wood-based 
industries of the country. Forest industries, as they are called, 
still account for about 38% of industry, a share which is 
matched by the metal and engineering sections which have 
steadily risen over the years at the expense of declining textile 
and agricultural production, mainly foodstuffs. 

Harri Malmberg, president of the Federation of Finnish Metal 
and Engineering Industries, says that last year’s engineering 
exports amounted to Fmk 18.8 billion (US$3.26 billion) — 
roughly half the metal industry's total production. In spite of 
the general recession, exports held up well during the first half 
of 1982 because of the amount of orders in hand. "But we 
have to look for new markets’ he stresses, adding: "We have 
a lot of expertise in forest industries and know-how in mining 
and metallurgy, energy production, transport and materials- 
handling — not to forget industrial electronics. Finnish 


| Song of Norway: Wartsila cruise ship. 


engineering industries are looking for possibilities in developing 
areas and in countries like those in Southeast Asia. There 
seems to be a clear target within industry to export its own 
products or to join in as a sub-contractor.” 

Valmet, the state-owned conglomerate whose forte is paper- 
making machinery, is involved in practically all areas of 
engineering from tractors to aircraft. This year it has begun to 
produce the Nordic tractor, a new cooperative venture with 
Sweden's Volvo company. Valmet also has a tractor subsidiary 
in Brazil which, in spite of economic problems facing that 
country, has succeeded in holding about 30% of the tractor 
market. Another of its companies there makes de-barking 
equipment for the pulp industry. 

One of the six divisions in Valmet, which is Finland's second 
largest industrial group, specialises in materials handling and 
transport equipment. Eero Laine, export manager of the 
Tampere works, believes the company has a 30-40% share of 
the world market in container straddle-carriers. 

These carriers, with a capacity of 30-40 tonnes, are already 
in use in Singapore and Kelang. The latest versions can stack 
all international-sized carriers three high. By concentrating on 
developing carriers and fork-lift trucks for the heavy end of 
йек с has been able to compete with smaller 
chesney carriers and fork-lift trucks from Japan and South 
Korea. 

"Our latest fork-lift truck can hoist a 40-tonne container 
and we believe there is a definite market for these kind of 








carriers, particularly in Southeast Asia and the Far East," claims 
пе. E 

Rolling stock for railways and the metro are also 
manufactured at the Tampere works. One unusual item on 
the production schedule was a series of special railway prison 
vans. * 

In comparison with European and Japanese motor- 
manufacturers, car production in Finland is minute. But the 
Saab-Valmet car-assembly plant at Uusikaupunki has some 
irhportant innovations of which president Juhani Linnoinen is 
justifiably proud. Some 50% by value of assembled Saab, 
Horizon and Talbot cars is local and the standard of finish for 
paintwork and rust-proofing is particularly high. Valmet's 
contribution to the industry is in its assembly methods. 
Linnoinen explains: "Here we havé no assembly lines and no 
constant after-checks. Our philosophy is to make a proper job 
the first time — and to get ié right first time. And we do this by 
what we call group working. " 

The company has some 50 groups of workers numbering 
up to. seven depending on the particular job in hand. Each 
group works together on different assembly jobs and 
camaraderie among members of the group is actively 
encouraged. Time schedules are laid down for performing 
work in hand and the group can please itself how fast it works 
provided the job is done within the specified period. If one or 
more members of the group want to stop for a chat or a coffee 
they are free to do so — so long as the job is finished on 


| schedule. 


According to Linnoinen, not having a conventional 
production line improves quality and production. One 
important aspect is the elimination of what Linnoinen describes 


ias the Monday cars — those produced after the weekend which 


are traditionally faulty or badly finished. 

Group working has shown definite advantages. An obvious 
one is the lack of a final finishing line, though supervisors do 
make continuous spot and other checks on each group’s work. 
Another advantage has been the social consequence as 


|, absenteeism has dropped to an almost unbelievable 3%. 


The other main engineering division of the Valmet group is 
in aviation. The company runs the only aircraft production 
and maintenance works in the country at Kuorevesi. There, it 
is not only assembling a total of 46 British Aerospace Hawk 
jet-trainers but also manufacturing its own prop-trainer, the 
L-70. Some 28 of these have been ordered by the Finnish Air 
Force and there are hopes that some export orders may be 
obtained for this very versatile and strongly built plane. A new 
aircraft for towing gliders — the PIK-23 — is being produced 
as well. So far 10 Hawks have been completed and several 
component parts like tail planes, flaps, fins and air-brakes are 
made by Valmet's own engineers. 

“This has given us valuable experience for the future — 
especially for overhaul and maintenance," says Juhani 
Makinen, general manager at Kuorevesi which also maintains 
Soviet MiG-21 and Swedish Draken fighers. All aircraft 
assembled at the plant have been modified, including the 
Hawks. With tongue in cheek, Makinen says that sometimes 
so many modifications take place that the only original part of 
the plane left is the airframe. The company has some of the 
best engineering experience in the country and makes tools 
and dies for use within the group, such as pressing tools for 
the motor division. 

Although opportunities for innovation and development 
may be somewhat limited in the aviation industry, striking 
advances have been made in the electrical-engineering and 
rock-drilling fields. Stromberg, one of Finland's oldest and 
largest companies, is.a major manufacturer of electric motors 
and switching equipment. The company which has strong R 
and D (research and development) backing has been at the 
forefront of many innovations, particularly in developing 
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30 flash smelting licenses since '56 

40 modern flotation lines since '74 

44 on-stream X-ray analyzers since ‘70 

80 anode casting systems since ‘70 

35 upward casting machines since '72 

29 concentrator automation systems since '66 


and many other machines and processes ranging from instruments to 
turn-key concentrators and smelters in over 40 countries on six continents 
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devices to control the speed of electric motors under load, a 
problem which has thwarted engineers for many years. 

Martti Harmoinen, manager of Stromberg’s electronics 
division who was made Finnish Engineer of the Year in 1981, 
came up with the SAMI AC-motor drive — a micro-processor 
unit or so-called black box which can be fitted to trams, trolley- 
buses or underground trains and general industrial electrical 
motors to control their speed. SAMI units are to be fitted to 
traction units on a 12-axle Soviet locomotive which will be the 
largest ever built. Recently the company concluded a licensing 
agreement with the Garrett Corp. of Los Angeles for the 
production of AC motors using Stromberg's latest technology. 

A company with its eyes firmly fixed on Southeast Asia is 
Nokia which is concentrating on electrical engineering and 
cable manufacturing among its varied interests which also 
include electronics. Nokia has had representatives in Singapore 
for some time but will be opening a fullscale office shortly. 

It has also been operating through an old-established Finnish 
trading company based in Bangkok fommore than 20 years. 
Nokia has so far been particularly active in providing rural 
electrification services. One of these is involved in supplying 
power to 650*villages in Malaysia. The company, which began 
life manufacturing electric cables for use in Finland, has 
developed a pvc alumifiium conductor cable called AMKA. 
This low-cost, easy-to-install cabling 
is of special value in forest areas as 
it only'needs a one-metre-widg 
clearway through the trees. Some 
electricity boardaysuch as the 
Malaysian, іл on six-metre 
clearance for conventional power 
lines which means considerable loss 
of trees. 

According to Osmo Jalovaara, 
president of Nokia Engineering, the 
group will have had. a Fmk 400 
million sales tumover in 1982 of 
which 98% will have been earned 
outside Europe. “Most of our 
business comes from rural 
electrification projects such as the big 
street-lighting scheme which we are 
doing in two areas of Baghdad in 
Iraq. This is basically a turnkey 
project worth US$85 million," says Jalovaara. The company 
is employing 350 workers from the Philippines as well as 100 
Finns on the project. The company is also active in Egypt, 
Omian and Abu Dhabi with various electrical supply schemes. 

5 «There is nothing much new about the granite rock which 
- forms most of Finland. What is different is the way that the 
. Tamrock Co. of Tampere has developed for drilling and cutting 
through rocks. Tamrock, a relatively new company which 
began in 1968 as a division of Tampella, the paper-making 
machine group, has revolutionised hard-rock drilling. In less 
‘time than it takes for a tram to get up speed, its newest drills 
can punch their way through solid granite at the rate of six 
feet a minute using less energy than more conventional 
methods of drilling. - 
. Tamrock's biggest rival is its Swedish competitor, Atlas 
Copco. But development of hydraulic systems for drilling has 
enabled Jamrock to capture some 15% of the market 
according to general manager Pentti Ranta-Aho. In specialised 
drilling areas like tunnelling, one of the main applications for 
their big jumbo rail-mounted rigs, the company estimates it 
;.has ap even greater market share. Its drilling rigs are in use in 
~ Soutfieast Аба, Canada, South America and Africa as well as 
rock-bound Nordic countries. Tamrock, which recently 
opened a new factory, invested in an R and D programme 
which resulted in the development of the hydraulic drilling 
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Wartsila Diesel engines: to be built in Singapo 











system as opposed to the more energy-consuming pneumatic 
operation. Its latest drilling machine, the Tamrock Herbert, 
which took five years to develop, can drill a 10-in. diameter 
hole in rock at the rate of one metre per minute. 

Because of likely international legislation requiring all 
offshore oil and gas pipes to beburied under the sea bed, 
Tamrock is developing a special underwater drilling rig for use 
in pipelaying. It has also built a huge rail-mounted hydraulic 
jumbo with nine drilling booms weighing more than 100 tonnes 
fos use on the new trans-Siberian railway which is being 
constructed. This is one of the largest drilling rigs to be built. 

It is this kind of expertise, combined with a reputation for. 
reliability and good delivery, which has earned many Finnish 
companies the opportunity to develop more markets overseas. 
In the early 1970s many companies were reluctant for a variety 
of reasons; often the obvious one of language — who else 
speaks Finnish except the Fipns — and also a lack of keenness 
to go abroad. But once a few companies had decided to look 
outside Europe, more regional offices and even manufacturing 
facilities were established. 

One of the latest is the joint venture between Wartsila and 
Keppel Shipyard of Singapore. Wartsila is now building a 
factory there to manufacture diesel engines. Commercial 
production of the Vasa 22 engine, which will run on bunker 
oil, will begin early next year, says 
Lara Norrmen, deputy vice- 
president of Wartsila Diesel. Most 
... parts of the engine will be made 

“locally and it is intended to use as 
. much local material as possible. 
Other engines will be produced 
later. 

Martti Rewell; executive vice- 
president of Wartsila Diesel believes 
that the company cannot fulfill its 
' market potential for diesel engines 
from Finland alone, which is one of 
the principal reasons for establishing 
a manufacturing plant in Singapore. 
Negotiations in conjunction with the 
Singapore Development Board, he 
pointed out, had been going on since 
1973, along slow job. More than 20 
possible companies were involved 
in the discussions. By joining forces with Keppelitis hoped that 
Wartsila will, in practice, be able to buy its way into an accepted 
market area, rather than fighting for a share in its own right, a 
trend followed by other Finnish companies abroad. | 

Arrangements have been made with some 20 local 
companies for sub-contracting work to the new diesel factory 
which will eventually have about 100 local employees. The 
first six men have already been training in Wartsila's Vasa 
factory in Finland. 

Norrmen comments: “We find that workers from Singapore 
have the right characteristics for us. They are very keen and 
eager to learn, which are some of the fundamental reasons 
why we decided to set up there, apart from the geographical 
factors . . ; we are not counting on low-wage advantages. " 

The new plant will use a modular assembly system similar 
to that developed for the company's main diesel factory at 
Vasa. "It's no use bringing old ideas out here, we have to be 
competitive," stresses Norrmen. "We are technically ahead of 
any competition and we have an enthusiastic, keen team ` 
working for us in the diesel division." 

Wartsila’s expertise is not confined to marine engines. It is 
also the world’s leading designer and builder of ice-breakers 
and ships with ice-breaking capacity. It also specialises in ultra- 
high quality, luxury-finish cruise liners. One of the most 
recently built, Song of America (37,000 grt) is now on her 
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Finland's leading international bank. 
he logical partner 
in Finnish project financing. 


When Finnish companies are involved in made financing packages which are of 


international projects it's logical for vital importance to the success of 
a Finnish bank and its local subsidiary to a project. 
be the project banks. With the Union Remember, the next time you are in- 


Bank of Finland Group project financing volved in a project with a Finnish com- 
is a specialist service in which local and pany consult the Union Bank of Finland 
international knowhow and experience Group - the logical partner in Finnish 
combine to best effect, producing tailor- ^ project financing. 
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Every new project is different and require ual solution 
NO into your project you will benefit from our over seventy y 
perience. We can give you management methods and unique consultancy and __ 
engineering capabilities to guarantee that your project will be kept within its 






agreed time and cost limits. | : | 

= Qur highly qualified personnel, supported by well-developed methodology 
апа up-to-date CAD/CAM systems, ensure a combination of efficiency and 
quality, even in the most complex of projects. 


EKONO's main services to the client is 
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maiden voyage to the Caribbean. At the beginning of 1982 
the company secured the P. & O. order for the world's largest 
cruise liner due to be commissioned in 1984. The order was 
won in the face of fierce competition but Wartsila's reputation 
for workmanship and — perhaps most important of all — 
delivery on time, tipped the balance in the company's favour. 
Building special passenger vessels such as those plying the 
Baltic between Finland, Sweden and West Germany is another 
of the company's strong points, not to mention modern 
versions of sail power. 

Specialised shipbuilding, including ship-surgery (cutting 
and lengthening vessels), has enabled the four princjpal Finnish 


yards to brave the industries’ doldrums. There are more than 
105 vessels of all kinds and four oil-drilling platforms on the 
order books with a total value of Fmk 8.5 billion. So it is not 
surprising that one in every 100 ships launched now comes 
from a Finnish yard. 

Innovation and technology, better R and D and improved 
marketing judgment as well as specialisation, are all essential 
factors in Finland's fight to keep abreast economically during 
what is likely to be a difficult period ahead. They showed, in 
the mid-1970s following the energy crisis, that they could 
survive difficult times. There is no doubt that Finnish exporters 
can do the same again. Ф . 


The Tree-Link Between 


Finland and SE Asia 





in common between Rmland — much of which lies 

north of the Arctic Circle — and the countries of 
Southeast Asig. But there is one vital common ingredient which 
both countries have — trees. Products of the Finnish forest 
industries are vital to the economy and about 80% of the total 
output goes ovgrseas, accounting for well over a third of total 
visible exports. These industries include pulp, paper-making, 
cardboard, sawnwoods and products based on wood as a raw 
material such as plywood and chipboard manufacture and 
furniture-making. 

Finland has an area of 337,000 sq. kms of which 57% is 
forests: only 8% is cultivated and there are about 66,000 lakes. 
Of the 1.5 billion cu. ms of growing stock trees 45.196 consists 
of pine, 37.4% of spruce and the remaining 17.5% of 
hardwoods. Finland produces about 2.5% of the world's total 
industrial wood stock. 

More than 72,000 people are employed in forest industries, 
currently facing a difficult period. Claes von Ungern-Sternberg, 
director of the Central Association of Finnish Forest Industries 
which has 52 member companies, comments: “In 1980 we 
had a record production of 10 million cu. ms of wood products 
— a boom situation: but last year it began falling from this 
very high level. Exports were down by some 2 million cu. ms 
and there has been another 20% reduction this year.” 

One of the main problems facing the industry is that there 
are too many mills and there have been many lay-offs this 
autumn. About 50 large mechanical-saw mills produce 80% 
of all exports: von Ungern-Sternberg believes the situation 
may deteriorate even further in 1983 but adds: "We have to 
fight back wherever we can and we have to be competitive in 
our markets. Forest industries have made substantial 
investment in modern machinery and we are trying to keep 
our place in the international markets . . . it is not all entirely 
doom and gloom. Our technical standards are high; we are 
developing new products and finding new markets, for 
instance, in the Far East.” 

Forest industry producers, particularly pulp- and paper- 
manufacturers, are taking a serious look at possible 
oppgrtunitigs in Southeast Asia and the Far East generally. 
For some ifis not a new venture as they have had connections 
in the region for many years, mainly through representatives. 
But now the trend is to establish fully operational branch 
offices, particularly in Singapore or Hongkong. 


A first glance there might not appear to be very much 


One of Finland's leading export products is paper and the 
principal marketing organisation for the paper mills is known 
as FINNPAP. This organisation has 28 mills which 
manufactured 3.91 million tonnes of paper products in 1981. 
More than 90% of this total went for export representing 13% 
of all exports from Finland which is 3.5% of world production: 
73% of exports go to Europe and 9% to Asia. 

Jorma Keino, currently Finland's paper king and president 
of FINNPAP, comments that 1981 was a better year than had 
been expected: "But it is difficult to find any high spots in the 
market now . . . recession, though not very great, is everywhere 
and the demand for paper has been rather flat this year. There 
may be some small growth here and there." According to him, 
Southeast Asia is one of the few areas in the world where some 
growth is expected. Worldwide consumption is estimated to 
be increasing at an annual rate of 2.396. 

Carton and container board is the other main manufactured 
finished product marketed by FINNBOARD. This organisation 
represents 11 member companies whose total output last year 
amounted to just over 1 million tonnes, 6% more than the 
previous year. Approximately threequarters of production 
went for export. 

Jarl Kohler, FINNBOARD managing director, is not quite 
so pessimistic about the mid-term future as some of his 
compatriots. He believes that Finland's aptitude for 
specialisation and high-quality production within the board 
industry will enable it to maintain its competitiveness in 
overseas markets. This will allow mills with overcapacity to 
ride the recession while other poorer-equipped mills abroad, 
particularly in Europe, may be forced to close. 

The basic raw material for the paper and board industry is 
pulp which is produced chemically or mechanically. Again, in 
Finland, pulp is marketed by another selling organisation, 
FINNCELL, whose 18 members produced just over 2 million 
tonnes of chemical and mechanical market pulp last year. Pulp 
production represented 5.9% of Finnish exports. About 1096 
of Finnish pulp production went to Southeast Asia. World 
consumption of market pulp amounted to just over 20 million 
tonnes in 1981 of which approximately 3.5 million tonnes 
were in Asia and the Far East. 

Torsten Nykopp, president of FINNCELL, believes there 
are very few new markets for pulp. He goes on: “Pulp 
consumption is closely tied to the gross national product of a 
country and, for quantity demand, we only see real growth in 
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А total of 250 000 m° of concrete formwork plywood was useéd.al the Paluel 
nuclear power station in France. Most of this plywood was Schauman 


AWisaform. Н 


1 


• Wisaform concrete formwork plywood can be reused dozens of times 
- carefully used the number of uses may even exceed one hundred. 

* Therefore, the total costs per single use are substantially reduced. 

* [n the severe weather conditions of the North the fine-grained, 

homogeneous birch grows very slowly. This makes birch, as raw 

material, most suitable for plywood manufacture. 

As far as technical know-how is concerned Schauman has been 

among the leading companies in the world for almost a century. 

Wisaform plywood is made of cross-banded 1.5 mm veneers, which 

have been pressed together and glued with weather and boil proof 

phenolic resin (BS 1203:63 Type WBP, DIN 68705, AW 100). 

Wisafornt panels are surfaced with phenolic film for hard wear and 

moisture resistance. s 

* The surface of Wisaform needs practically no post-treatment after 
casting. _ 

• Wisaform concrete formwork plywood has been delivered to every 
continent. in the world. 

e Wisaforni is well-known already in Singapore, Malaysia, Indonesia, 
Thailand, Hong Kong, Korea and Japan among others. 








SCHAUMA-. 


MANUFACTURER: 

Oy Wilh. Schauman Ab 

P.O.Box 240 SF-00121 Helsinki 12, Finland 
Tel. (90) 646 018. Telex 121342 wshki sf 
MARKETING AND PROMOTION: 

Oy Wilh. Schauman Ab 

Singapore Representative Office 

17V Grange Road Grange Heights 
Singapore 0923. Republic of Singapore 

Tel. 733 88 44, 733 44 44 Telex RS 35356 WISASN 


Advertisement Supplement 








non-traditional areas outside Europe. "We do consider, for- 
instance, that Southeast Asia ssible arowth area. We 
have had local representatives there for 30 or 40 years and 
now have our own office in Singapore.” 

Timo Teras, also of FINNCELL, says that apart from finance, 
one problem facing developing countries is the lack of technical 
and marketing expertise in the pulp industry. He believes that 
Indonesia is one of the few countries which has а surplus of 
wood for pulp-and paper industries as well as some ambitious 
reafforestration plans. FINNCELL has a subsidiary marketing 
organisation, Pulp Sales Corp., which has been established 
with Finnish know-how to sell pulp from independent foreign 

. "Indonesia has the potential to become a major 
f forest industry products in the future and we want 
nly! to sell our products, but to help them 































; The succe fal development of forest industries is often 
closely linked to new engineering skills. Nowhere is this more 
in the manufacture of рїїр- and paper-making 
striving for perfection and economy Finnish 
ering companies have established an international 
um ?putation the face of stiff сороюп from the French. апа 








Professor Antti Lehtinen, Valmet's research director, has 
been responsible for many of the innovations and holds some 
13 patents including the SYM process. Other leading paper 
machiné-manufacturers are Tampella and Wartsila, the 
shipbuilding company. All three are members of TVW — the 
paper machine-manufacturetrs *group headed by Otto 
Freund. 

Working more or less on the basis that if you cannot beat 
them join them, the three companies have got togethér to pool 
resources. They are in fact complementary to each other as 
building a paper-making plant these days is not only a highly 
costly business but also extremely complicated because of - 
rapidly developing and changing technology. As Freund 
explains, the basic premise is to get more paper from less pulp 
from less wood with less energy. By working together the three 
companies have been able through TVW to break into new 
highly competitive markets. , 

One area where the companies have been successful is the 
United States where, because of the Finns' attention to 
environmental controls and energy-saving philosophy, they 
have been able to beat the enemy on his home ground. The 
US authorities have only just begun to tighten up on industrial 


environmental control and many Finnish manufacturers 


consider the market to be open for their range of paper- and 
pulp-making machines. 
` Freund believes that technical skills of another nature will 


~also enable them to get a foothold in Asian markets. “One 


advantage for us is that new pulp- and paper-making 


| ` techniques allow us to make better use of mixed tropical 
‘| hardwoods. The wet-strength properties of these hardwood 


. -pulps are low, but new methods enable us to run these pulps 







| through paper-making machines at a high speed because we 


have been able to increase the wet strength,” he claims. 
He says Finnish engineers are already talking about new 

machine designs and concepts for paper-making in places like 

Indonesia, which currently produces only about 215,000 





.| tonnes of paper using short-fibre hardwoods. Already some 

















different parts of the ond no mean 
npanies in this field were in the 
that it has ко, а soft market 


asons why Finnish 
a closer look at the 


It may seem а j 
fully indigenous paper-makin 
^ country. It was Valmet that 


achine was produced in the 
| e breakthrough and since 
-> then,the company has gone from : trength to strength in this 
Веја: Innov&tion in design and manufacture have been key 
-factors in the company's success. Most notable has been the 
«^ SYM concept of paper-making — oprocessor-controlled 
| system which enhances the quality of paper-making. 





| 4 plants are being established such as the CILACAP Kraft paper- 
| Project in dava. 


Freud adds that most pulp and board mills in Indonesia, for 


| instance, have relatively small output — some 8,000 tonnes a 
| year equivalent to a few days production кот one of the new 


super mills in Finland. 
Wood-processing in all its varied forms is an inherent Finnish 


skill. Pulp- and paper-making are only two aspects. Companies 


like Кайта Repola, which have interests in these areas, have 
also developed parts of the latest technology for producing 
sawnwoods and manufacturing plywoods, particle and 
hardboards of various kinds. (This company is also Finland's 
leading builder of oil-drilling platforms). 

Matti Kilpinen, Кайта Repola's marketing director who 
also believes that the Asean countries — Thailand, Malaysia, 
Singapore, Indonesia and the Philippines — are becoming a 
growth market, says his company is particularly interested in 
joint-venture projects in sawmills and plywood plants. Rauma 
Repola already buys plywood from Indonesia, which it then 
re-exports to Britain. The amount is equal to more than the 
company's total exports to Britain, says Kilpinen. 

Rauma Repola's interests in the region are not limited to 
just forest industries. It is also looking at prospects for supplying 
mining equipment and is already involved in some joint 
projects with other Finnish companies like KONE and 
Outokumpu. 

Although Kilpinen admits Southeast Asia 15 а growth area, 
he questions how long it will continue to rernain so: all the 
same, he considers that with the vast natural forest and mineral 
resources there are many more possibilities for exploitation 
and development than in the Middle East. 

He also rnentions one other vital aspect of Asia echoed by 
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LUUKING Fux * RELIABLE P^kTNEK 
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Grinding mills. Rod mills, ball mills and autogenous mills up to diam. 6 m by 12 m. The biggest delivery to date is to the Amacan 
copper mine in the Philippines. 


RAUMA-REPOLA OF FINLAND: 


REFERENCES Repola's many unique designs have ment for the forest industry, paper, pulp 
Rauma-Repola is well known for many achieved small dimensions, high loading and sawn timber are all included in the 
types of mining projects, for underground capacity and high tractive effort. Rauma-Repola product range. 


Crushers, screens and feeders are at work 


mines and open pits,and for concentration Amines tomnothem Sweden to Беги. SUPPORT 


processes. 

Rauma-Repola's know-how and technical In addition to providing technical support. 
skill are used in some of the world's including installation of the machines and 
biggest mining projects, such as the huge RESOURCES equipment, on-site training of staff and the 
copper and nickel complex at Norilsk USSR. Manufacture of mining and metallurgical supply of spare parts, Rauma-Repola is 
Smelting equipment, e.g. flash furnaces, machinery is only a part of Rauma-Repola's both willing and able to arrange financing 
converters and anode furnaces, have Engineering Division, which operates seven for its partners, normally backed by Finnish 
recently been delivered to Mexico. South — production plants. And that, too, is only Export Credit Ltd, thanks to its position as 
Korea, China, the USSR. Zambia and Poland. one part of Rauma-Repola. The company a large export company in a small country. 
The biggest delivery of grinding mills to is the largest industrial enterprise quoted 

date is to the Amacan copper mine in on the Finnish stock exchange. Group sales 

the Philippines. exceeded | billion US dollars in 1981. Meet us at "the Technology from Finland" 
In mine trains and locomotives Rauma- Oil-drilling rigs, ships, machinery and equip- Exhibition Djakarta 24.-27.1.83 


For more information write, phone or telex Rauma-Repola, 

Head Office: Snellmaninkatu 13, SF-00170 Helsinki 17, FINLAND, 
telephone: (+3580)177 100, telex: 12-4514 rrhki sf, 

cables: raurep Helsinki, or contact: Rauma-Repola (Asia-Pacific)Ltd. 
Stevens Road 11 A, Singapore 1025, 


} RAUMA-REPOLA 
telephone: 7346285 telex: 36703 raure rs. 


ALL ROUND KNOW-HOW BY RAUMA-REPOLA: SPECIAL TANKERS, DRY CARGO, RO-RO AND OTHER VESSELS. SHIP GEAR, 
OIL DRILLING RIGS AND SHIPS; WOOD-PROCESSING MACHINERY; MINING AND METALLURGICAL MACHINERY: CONSTRUCTION 
MACHINERY; NEWSPRINT AND MAGAZINE PAPER: DISSOLVING PULP: SAWN TIMBER, PREFABRICATED HOUSES. 











W ith the assistance of Enso, arid 
lands can be turned green and profitable. 


We offer: 


e Afforestation and reforestation projects 
Feasibility studies 

Enviromental protection schemes 
Planning and construction of pulp 

and paper mills 

Complete turnkey projects, 

including staff training 


ees 


We supply: 

Paper and paper board 

Packages and packaging materials 
Sawn goods 

Building panels 

Prefabricated houses 


Ф009 60 


ENSO-GUTZEIT OY 


KANAVARANTA 1, 00160 HELSINKI 16, FINLAND, TEL. 358-0-16291, TELEX 124438 enso sf 








WÄRTSILÄ KOU SINGAPORE (ре! 


О. Box 619. Teban Garden, Singapore 9160 Tel 265 91 elex 366 


WARTSILA VASA FACTORY NOHAB DIESEL AB 





Bank of Helsinki Ltd. 


represented 


inthe FarEast 











Arbuthnot Latham 


in Singapore and Jakarta 


Through Arbuthnot Latham, you have 
access to a full range of banking 
services, corporate financial assistance 
and investment management services. 
Arbuthnot Latham Asia Limited 
Merchant Banking 
18th Floor, Shell Tower, Raffles Place, Singapore 0104. 


Tel: Singapore 2249111 
Telex: RS 21985 ALASIA. 





Arbuthnot Latham & Co., Limited 
Jalan Haji Agus Salim No. 83, Jakarta, Indonesia. 
Tel: Jakarta 349820 
Telegrams: ARBUTHNOT Jakarta. 


Bank of ШеїІѕіпкі 
С i Ltd. 


Head Office: Aleksanterinkatu 17, 00100 нил 10, Finland 
Cables: Helsbank ~ Telex 124536 hbank sf ~ Swift-address: HELS FI HH 
Affiliated banks: Arbuthnot Latham © Co, Limited, London, 
Banque Transatlantique, Paris, Hanse Bank S.A. Luxembourg 














Veneer and plywood mil 


and machines. 


Is, lines 


Focus on raising the process level 


This is why Rau-te lines are 


favoured: 


- product fitness for purpose 


— appropriate quality 


- lowest possible production 


costs 


— increased usefulness and 
sales value of the product 
Rau-te's activities cover the 


whole wood processing 
industry. 


Rau-te roller drying lines 


- can be equipped with automatic 
feeder, feeder feeder, automatic 


unloader and vacuum sorting 
equipment 


— can be heated with steam, thermo-oil, 


water or gas 


- pre-installed components = less 


installation time 


— can also be equipped with automatic 


drying control 


Rau-te continuous drying lines. 4 
ed or slice 


– suitable for drying of pee 
veneer 


— details and equipment as for roller 


dryer 


Rau-te pressing lines 


— pre-press with loader and unloader 
- multi-daylight hot press with infeed- 


ing and outfeeding device 


— heating by steam, hot water or 


thermo-oí 








s 
max. 800, 1200 


cks per minute 


0 





Ask us for more 
information: 


Rau-te 

P.O.Box 148, SF-15141 Lahti 14 
Finland 

Tel. 4- 358-18-44911 

Telex 16162 raute sf 


Raute Inc. 
1377 Barclay Circle, Suite D 
P.O.Box 12 


| Marietta, Georgia 30060, USA 


Tel. 404/424-9091 

Telex 804267 vkusinc mrta 

Raute Latinoamericana 
ОВ. 553-А 

Quito, Ecuador 


Telf. 523493 
Telex 2617 raulat ed. , 
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NEN PROJECT CO LTD OY 


27820 ISO-VIMMA (SAKYLA) FINLAND 
Telephone 938-70300, Telex 26166 lanen sf 











IN 


EUROPE 

NORTH AMERICA 
SOUTH AMERICA 
AFRICA 

MIDDLE EAST 
SOUTH EAST ASIA 


WE PROVIDE 


SERVICES FOR 
CONSULTANCY 
PLANNING 
CONTRACTING 
TRAINING 
MANAGEMENT 
SEED COLLECTION 
AND TREATMENT 


FOR 


FOREST SEEDLING 
NURSERIES 

FOREST PLANTATIONS 
AGRO FORESTRY 


WATERSHED REHABILITATION 
METHODS 
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FINNCELL 


FINNCELL 


FINNISH WOODPULP WORLDWIDE ` 


. 









Finncell — the private sales organization for Finnish woodpulp, established in 1918. 


Eighteen member companies with altogether twenty-two pulp mills stand at your 
disposal through the Finncell head office in Helsinki and local representatives in - 
your own market. АП with the one aim of providing each particular client with top 
quality and service. Today and in the future. 


Finncell’s annual market pulp capacity is two million tonnes, ranging from standard 
papermaking pulp grades to dissolving pulp and special qualities. 


Our service office in South East Asia with local representatives in each country: 


Finncell (Far East) Ltd., 
719 Orchard Plaza, 

150 Orchard Road, 
Singapore 923. 

Tel.: 734 3681 

Telex: rs 38796 


FINNCELL 


P.O.B. 60, SF-00101 Helsinki 10, Finland 
Tel.: 18051, Telex: 12-4459, 12-1051 fcel sf 








part of a remote network system ‹ of weath: recordings. — a 
Measuring equipment and microprocessors have led to. 


many innovations in various fields. Partek, one of the principal 


construction and engineering companies involved i in mining 
building materials in conjunction with VIT — Finland's 
Technical Research Centre — has developed an autornatic 
computerised, quality-control sorting system with a wide range 
of applications. 

Instead of human operatives, cameras linked to computers 
and video screens scan raw materials or processed products 
on moving belts or. assembly lines classifying or rejecting 
products or other items as they pass by. Called Multiviscon, 
the system has many advantages over scanning by humans as 


it is more accurate and much speedier. It can be used for many. 
purposes from random sorting of mineral ores to checking or - 


processing materials in the food industry. 

Outokumpu, one of Finland's best-known international 
metal-smelting and mining companies, has been closely 
involved in producing a wide range of Second generation 
mineral analysers. The company's most successful innoyation 
has been in casting end smelting technology. Its flash smelting 
systems for copper and nickel are sold worldwide and it is now 
introducing a similar process for lead smelting. The state- 
© -owned company manufactures a wide range of on-stream 
and independent mineral analysers using the latest technology. 
These are used to help extract the maximum gmount of a 
particular mineral from the ofe which is being processed. 

From metal to paper, where the Altim division of the 

“Ahlstrom Greup has been investing heavily in microprocessing 

control systems for forest industries on a substantial scale, Altim 
Control Systems now has offices in eight major countries 
overseas. The.philosophy behind development has been 
based on soaring labour and energy costs leading to the need 
for greater efficiency in paper- and pulp-making as well as in 
woodworking industries. By using integrated microprocessing 
control methods considerable savings have been achieved. 

Other innovations from the parent company have been in 


.. the field of fluidised bed combustion — making more efficient 


- burning furnaces. This is a development being followed by 
“other companies such as Stromberg and Outokumpu. 

The latest developments in computers and software are led 
by Nokia which is producing a wide range of computers and 
microprocessors as well as intelligent terminals for a variety of 
communications systems. The company also has divisions 
involved in rubber production, plastics and metal industries. 
The electronics side has been one of its most rapid growth 
areas, particularly in the field of data communication. Its Mikko 
range of computers has been selling well — especially to banks 
— and it is introducing а new 32-bit machine, the MPS 10, 
which will be the heart of a compüterised network that 
can have up to 250 sub-stations. Its Teletex video terminals 
are also doing well, rivalling home-video terminals 
increases. 

Kari Kairamo, Nokia's president and one of Finland's more 
thrusting business leaders, hopes his group will be able to 
consolidate its position in Southeast Asia where many of the 
groups products are already being sold. Nokia has recently 
opened an office in Singapore which it will use as a base for 
strengthening its operations in the area. Kairamo adds: 
"Nokia's heavy input in research and development and into 
high-tethnology sectors should make our products attractive 
in the demanding Southeast Asia region." — — 

Euroka, one of the smaller electronics companies, began 
life as a firm making shop fittings. Its perceptive R and D 
department has now enabled it to become one of Europe's 
leading suppliers of board assemblies for the computer 
industry. These have been so successful that the company is 
now producing mini-computers of its own. One of its principal 
innovations has been its bubble memory pack — a chip which 








“can store data even if the power supply to the computer is 


shut off. The company has also been manufacturing 


| synthesisers for its computers and has developed a 


prototype phone-link system for information retrieval or 
remote control. 

À major problem in manufatturing TV tubes — especially 
those for colour — is the irksome task of moving cumbersome 
components around the assembly line. Rosenlew, one of 
Finland's oldest established companies with diversified 
interests ranging from chemicals to mechanical handling 
equipment, has developed a modular series of industrial 
robots: 

Matti Korpinen, director of Rosenlew's Pori factory, says 
they are notreal robots, but are more. correctly servo-controlled 
automatic-handling devices. The company developed the 
system in the first place to handle heavy glass screens for TV 
tube assembly. There is now a substantial demand from TV 
tube manufacturers all over the world (especially in the US) 
for TV robots. In addition, motor manufacturers find them 
useful for moving heavy castings such as lorry-wheel 
flanges. 

Korpinen hopes that mány other uses will be found for robot 
modules which are all designed for particular versatile 
functions. In this way a manufacturer сап have almost any 
system tailor-made using Rosenlew's normal production 
modules. 

Energy saving and high labour costs have been spurs for 
much of Finland's innovation and are likely to remain so. But 
as Finnish companies become more and more outward- 
looking no doubt other opportunities will occur for their 
particular innovative talents. Many companies are also 
becoming more marketing-orientated, a point stressed by 
Raimo Sirola of the pioneering company Vaisala, who adds: 
"We make our research for a particular application. We first 
consider the project, see if it is within our scope and decide 
whether or not therei is a particular customer before committing 
all our resources.” Ф 





London, New York and Singapore, foreign banks are 

beginning to invade Helsinki. So far three overseas 
banks — Citibank, Chase Manhattan and Banque de 
L'Indochine et de Suez (Indosuez), have moved in following 
changes in the banking legislation last year which allowed full 
banking operations within certain limits. Finland's enviable 
credit rating and its position between East and West blocs 
makes interesting speculation that it might become an 
increasingly important financial centre for Nordic countries. At 
the same time its own banks have been consolidating their 
positions abroad. 

Indosuez is the only foreign bank to seek local participation. 
Its partner is Postipankki, the post office bank, which has a 
15% share in the new operation. Про Santala, general manager 
of Postipankki, believes that Indosuez' s connections in 
Southeast Asia and the Middle East will make a valuable 
contribution to its expanding foreign operations. 

“In spite of rapidly developing Finnish business interests in 


A Finland's banking feelers spread outwards to 
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Fiji 

Urutilized fibre resources occur in widely different 
areas of the world, calling for a consultant to find 
their best possible use. Our London office is 
carrying out a feasibility study for the Fiji Pine 
Commission and BP on the industrial utilization of 
a 28 000 ha pine plantation on Viti Levu, the main 
island of Fiji. 





Brazil 

Our office in Sao Paulo is busy on a variety of 
projects for the chemical and petrochemical 
industries, like this high-density polyethylene plant 
for Polisul, now in its start-up phase. In the energy 
field we are helping a number of companies to find 
substitutes for imported oil, which most often 
means forest biomass in various forms. 





Tanzania 
An internationally supported, integrated 60 000 
t/a pulp and paper mill is being built at Mufindi 


in Tanzania. The mill will make the paper and 
board grades that are needed most in the country 
using entirely domestic wood. It is expected to 
bring great benefits to its surroundings and to save 
some USD 30 million per year in foreign exchange. 
Design engineering by Jaakko Pöyry. 





Turkey 
A5 t/a cigarette paper mill is being built in 
northern Turkey, near the town of Kastamonu. We 
have designed mills to use a variety of wood and 
other fibres as raw material. This mill will also use 
hemp, which makes the process an interesting one. 
Machine installation is in progress. 


INTERNATIONAL 
CONSULTING 
SERVICES 


JAAKKO POYRY provides a com- 
prehensive range of unbiased con- 
sulting services for forestry, wood, 
pulp and paper industries in all parts 
of the world. " 5 

In twenty years JAAKKO POYRY 
has completed 2700 assignments in 
80 countries for companies, govern- 
ments and international agencies. It 
has designed over half the modern 
pulp and paper mills in Scandinavia, 
and has the capability to handle a 
project from start to finish: industry 
master plans, forestry, market re- 
search, feasibility studies, research, 
transport, mill design, project and mill 
management, training. 

Every client and project is treated 
individually. A flexible approach «en- 
sures that the client receives the 
services he requires, whether de- 
tailed mill design or advice on just 
one aspect of a project. Clients have 
demonstrated their satisfaction by the 
large number of follow-up contracts. 


JAAKKO POYRY 


HEAD OFFICE: 

JAAKKO POYRY INTERNATIONAL OY 
P.O.Box 16, SF-00401 HELSINKI 40, Finland 
Tel.: (358)(9)0-56571 Telex: 121069 jpcon st 





Burma 
A Jaakko Pöyry team is working in the East 
Pegu Yoma forest area in Burma to help double 
the area's production of valuable Burmese teak 
and multiply the output of other hardwood logs, 
altogether to three quarters of a million cu.m. a 
year. In addition to teak, fast growing pe and 
eucalyptus species are to be planted. This area 
covers 20 per cent of the country's forest resources, 
the project is financed by the World Bank. 





Sweden 

In Scandinavia only a few new pulp and paper mills 
will be built in the near future. But the industry 
will be kept competitive by rebuilds, moderniza- 
tions and expansions. For Wifstavarf we are taking 
care of detailed engineering, working in close 
cooperation with the client's staff, to convert a 
sack paper machine to make 140 000 t/a of wood- 
free printing and writing paper. 





Morocco | 

Rising energy costs аге @ major concern for 
industry today. So it is aly natural that 
companies — even from outside the pulp and paper 
industry — turn to us to achieve savings in operat- 
ing costs. At Cellulose du Maroc, a pulp mill which 
was the first engineering project for our Paris office 
in 1975—77, an energy saving and production 
increase programme is now under way. 





Congo 

Our Paris office is carrying out several develop- 
ment projects for the Congo, the emphasis being on 
the sawmilling industry. In a pre-feasibility stud 
for the Pointe Noire area we investigated a 250 

t/a pulp mill to be built to utilize fast-growing 
eucalyptus plantations. We are now developing this 
project further. 





From Helsinki to Jakarta 

Jaakko Póyry employs a thousand people in offices 
in twelve countries, half of them at the «Helsinki 
head office above. A new Jaakko Póyry office is 
about to open in Jakarta to improve our services 
to clients in the rapidly expanding Southeast Asian 


market, where we already have several years 
experience. 


. Advertisement Supplement 


Southeast Asia it does not seem to make sense for us to open 
up there ourselves,” says Santala, “so we decided to buy a 
share of the market." He believes they will be able to help 
Indosuez expand in Nordic areas. 

One bank which has taken positive steps in Southeast Asia 
is the Union Bank of Finland, the first to establish itself in the 
region some two-and-half years ago. Henrik von Fieandt, 
manager of the Singapore branch, says that when the bank 
first opened there only some 10 Finnish companies were 
represented, “Now there are more than 30 with offices or 
representatives in the city,” he says. “It proved to be a good 
move on our part and the Finnish business community as a 
whole has been putting more weight into that area. " 

Kansallis-Osake-Pankki (KOP) has also been outward- 
looking for a long time and has a 25% interest in Nordic Bank, 
the second largest consortium bank in London. Nordic has 
been represented in Singapore since 1969 and has branches 
in Tokyo, Hongkong and Sydney. Martti Korhonen, senior 
vice-president of KOP, comments that the Far East is a very 
important growing area of the world for Finland. "But we have 
to work a lot to get our share. We must develop our interests 
there step by step and cooperate with the Japanese and other 
banks, particularly in Singapore. " 

The invasion of foreign banks in Helsinki has not gone 
without mixed comment. One of the most outspoken is 
execiftive vice-president Olli Kaila of KOP whe feels that, 
though foreign banks are strictly controlled, they have an unfair 
advantage in naj having to share local responsibilities (house 
mortgages arfi similiar services). He says that one third of 
Finnish banks' resources are tied up with general domestic 
funding, which does not leave much for wholesale banking 
operations, particularly on thé international scene. Ф 
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Jaakko Poyry.” This might well be the answer to 

some people's problems in the forest industry. Jaakko 
Poyry is the most internationally diversified of a number of 
expanding consultancy organisations in Finland which operate 
in many different spheres apart from traditional forest-based 
industries: in urban planning, water treatment and resources, 
energy conservation, power generation and supplies and 
general building and construction techniques. 

Jaakko Poyry, founded in 1958, has a staff of more than 

1,200. Its turnover is more than US$60 million and it currently 
has some 500 clients in 90 different countries. It specialises 


éé I: you can't see the wood for the trees, send for 





Helsinki 1.11.1982 


Dear friends! 


Soil and water Ltd is an independent Finnish company of consult- 
ing engineers — established in 1949. 


We had a major share in the post-war construction of Finland into 
what it is now: an industrially advanced welfare state relying on 
free enterprise. 


Our financially strong company, which is largely owned by its em- 
ployees, has modern headquarters in Helsinki facing the Gulf of 
Finland and stands on a solid Finnish rock. 


We went into exports 15 years ago and have numerous refer- 
ences in Asia, Middle East and Africa. Now we are looking for 
hard working partners interested in cooperation for the welfare of 
Asian Nations. 


Contact us! Our activities may well complement each others. 


Yours friendly 


p ИРС РРЦ 


Antti Natukka 
Managing Director 


© soiL AND WATER LTD 


Address 
Itálahdenkatu 2 
SF-00210 Helsinki 21, Finland 


Telex 


121963 SWCON sf 





The members of the TVW Paper 
Machine Group are Tampella Ltd., 
Valmet Corporation and Oy Wartsila 
Ab, three leading Finnish machinery 
manufacturers. These three compa- 
nies produce different, but comple- 
mentary, types of machines for the 
pulp, paper and board industries 
The product range covers machinery 
from groundwood mill to final product 
packaging. 


Tampella 
- Board Machines -= 
- Groundwood Plants - 


- Stock Preparation 
Equipment 


PAPER MACHINE GROUP ^. ^", 


The TVW group offers its products 
and processes on a global scale. Our 
international network of manufactur- 
ing, marketing and licensing compa- 
nies are at your service wherever 
and whenever required 


We know how... 
We know how to meet the needs of 
even the most demanding clients for 


TVW products 
Valmet 


Paper Machines 

Pulp Drying Machines 
Ventilation and Heat 
Recovery Systems 
Air Dryers 





pulp and paper making machinery on 
large and small scale. We know how 
because we have obtained the know- 
how through a large number of deliv- 
eries to the leading pulp, paper and 
board manufacturers of the world 
Continuous and close relationship 
with our customers has produced ad- 
vanced technology and economical 
machinery concepts 


Wartsila 

Coaters 
Supercalenders 
Winders 

Roll Wrapping Systems 
Cooking Plants 
Washing Plants 
Bleaching Plants 





Represented in ASEAN countries by: Jali Raita Consulting SE.A. Pte. Ltd К i, 
Farrer Road P.O. Box 168, Singapore 9128, Tel: 4692088, Telex: RS 26588 tvw 


TAMPELLA LIMITED 
Box 267 

SF-33101 Tampere 10 
Phone (358-31-)324( 
Telex 22117 tamec sf 





VALMET CORPORATION 
Paper Machinery Group 
Box 158 

SF-40101 Jyvaskyla 10 
Phone (358-41-)295211 
Telex 28213 valrp sf 





OY WARTSILA 
Jarvenpaá 
SF-04400 Jàn 
Phone (35 
Telex 1218 
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5 whj sf 


Advertisement Supplement 






E spite of the relative size of the country, Finland’ $ 

Ж national airline Finnair was Europe's fastest growing airline 

"in 1981. There was an 8% increase i in passenger to just over 
3 million and revenue 


xf course, be carried * 4 
Me a lot af new vv 


is now d annis à bonded 
alsinki airport for transit cargo from the Far East 
e objectiveswill be for onwartl forwarding 


inter- Continental, is Тел to open à 

-style xe in the near future. 

cording to Bengt Pihlstrom, director of the Finnish Tourist 
isiness visitors account for about two-thirds of hotel 


! markets because of Finland’s expanding 






: energy conservation. It has a major ie in Brazil ш 
<> several hundred people and will shortly be opening its first 
representative office in Southeast Asia in Jakarta. 
Vice-president Per Gundersby believes that, because of the 
‘traditional strength of the forest industry, it still attracts bright 
young people trained to develop new techniques and ideas. 
Many come from the state research centre, VTT at Espoo on 
the outskirts of Helsinki, which is a miniature science city. There 
is also a special pulp and: paper research institute there. 

One of the more recent developments i in industry has been 
on the energy-conservation side. "People have become much 
more energy-conscious, " says Gundersby. One solution has 
been for mills to make greater use of waste heat by recycling it 
or using it for district-heating plants. More efficient combustion 
units have been devised such as fluidised bed combustion 
chambers developed by Ahlstrom or Stromberg. A typical 
Finnish innovation has been to make more use of peat which, 
apart from hydropower, is the only natural-energy resource in 
the country. Nine cu. ms of peat have approximately the same 
calorific value as a barrel of oil. 

Advising on energy-related projects of various kinds is fast 
becoming something of a Finnish speciality. Few realise that, 
ns, Finland is one with an extremely 
efficient nuclear-power industry - = which combines the best 
facets of both Soviet and Western technology — at the Loviisa 
and Olkiluoto stations in the south. Imatran Voima Oy (IVO) 
has cooperated in a major study looking at the effects of an 












‚ Positive steps are being taken to attract more ` | 











aircraft crash or missile impact on a nuclear plant. The project 
was based on an advanced simulated computer model. 

IVO's consulting engineers began operating overseas some 
25 years ago concentrating on hydro-developments, high- 
voltage transmission lines and rural-electrification schemes as 
well as the general transfer of téchnology. It has already 
completed several projects in Burma, Thailand and Sri 
Lanka. 

Electrification and power projects have also been part of 
EKONO's activities. The company claims to be one of the 
leading experts on peat technology. Its first experiments date 
back to 1917 and it.has carried out more than 100 major peat 
projects in North America and many other countries. One of 
its interests in Asia is the development of peat resources which 
are virtually untapped as a fuel source. Itis also looking at other 
biomass energy sources such as the ipil-ipil tree which has an 
extremely rapid growth cycle. 

The company has been closely concerned with forest 
industry development in the region for several years.ánd was 
the main coordinator and designer of the Korean Donghae- 
Pulp Co.'s Kraft paper mill in Onsan. The factory is said to be 
one of the most energy efficient mills in the world. 

EKONO is one of the five-member consulting firms which 
make up the DEVECON joint-venture group looking. at the 
development of national infrastructure works in Asean 


. countries, At its Espoo headquarters where the VTT 


research centre is established, EKONO has a remarkable _ 
energy-saving office building known as the EKONO House. 
The building has been specially designed to incorporate a 
variety of energy-conservation measures including solar 
power, energy-absorbing windows and special hollow-core 
concrete slabs for the construction of floors and ceilings. 

Construction know-how within limited areas has paved the 
way for many Finnish projects, particularly in the Middle East. 
Now greater attention is being paid to the transfer of this know- 
how to Southeast Asia. Partek has recently announced a joint 
venture with Eastern Industries in Singapore to establish a 
plant for manufacturing hollow-core slabs in Jurong. 
Production is expected to begin by mid-1983 

From concrete slabs to paper pots: these are an integral 
part of an unusual afforestation scheme in the Philippines. As 
part of a joint venture with the Manila Seedling Bank 
Foundation, the Finnish company, Lannen Tehtaat, has 
provided expertise and equipment for a new seedling nursery. 
Seeds are sown automatically into small pots made of special 
porous paper which are stuck together with water-soluble glue. 
Easy-to-handle containers hold up to 5,000 seedlings at a time. 
The nursery can produce as many as 300,000 seedlings a day 
which is enough for about 20,000 ha. annually. The Paperpot 
project is one of the most modern technological projects in 
forest industry anywhere and typical of the kind of Finnish 
innovation which has given small companies like Lannen 
Tehtaat an international name. Ф 


Companies and organisations taking part include: 

A. Ahlstrom Oy, Amargo Oy Ltd, Oy Brennership Ab, Devecon Oy. 
Ekono Oy, Enso-Gutzeit Oy, Finncell, Finnish State Railways, Imatran 
Voima, Kansallis-Osake-Panki, Kaukas and Kymi Kymmene, Kemira 
Oy, Kone Corporation, Lahden Rautateollisuus Oy Rau-Te, Lannen 
Project Co Ltd. Oy, Merihuolto, Oy Nokia Ab, OKÓ Bank, Partek, Jaakko 
Poyry Intemational Oy, Rauma-Repola Oy, Outokumpu Oy, 
Rautatiehallitus & Sahkoradat Oy, Oy. Wilh. Schauman Ab, SKOP Bank, 
Oy Tampella Ab Tamrock, Oy Tamfelt Ab, TVW Paper Machine Group, 
Valmet Corporation, Oy Wartsila Ab, United Paper Mills-Ltd, Union 
Bank of Finland 


For further information contact: Embassy of Finland, Commercial 
Section, 15A Jalan Kusumah Atmaja, Djakarta. Telephone 346 686/337 
947/356 648. Telex 44294 finamb jkt. 

The symposium is sponsored bv the Finnish Foreign Trade Association. 
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 KONE GIVES YOU MORE 
IN MATERIALS HANDLING 


е 1 
Harbor and shipyard cranes, indusftial E. OT. ordnas; electric hoists, 
conveyor systems, bulk handling systems; wood.and paper roll handling syste; 
crushing plants, mineral processing plühts, the 
elevators and escalators, warehousirfg Systems. . . E. 


All featuring the state-of-the-art As-a multi-national manufac- And we are always on haod те 
technology that has enabled KONE turer and supplier KONE has ће thfough -our worldwide service ne 
equipment to set new standards in- — resources, experience and skill to work — 13,000 people.in 45 coun 
reliability and cost-effectiveness deliver fo your specific requirements tries. In Asia through joittventures 

Perfectly complemented by our From the initial feasibility study distributors or representatives in 
record in undertaking turnkey right through staff training to full Singapore, Malaysia, Indonesia 
projects worldwide — in the most after-sales service and main- Thailand, Hong Kong, Taiwan, 
difficult and varied of conditions tenance — nothing is overlooked South Korea, Japan and the 

Philippines 


For further information contact either of the addresses below. — 





KONE-Corporation KONE Regional Office 

Head Office 212 Shaw House, Orchard Rd 

PO.Box 8, SF-00331 Heisinki 33, Finland Singapore 0923 3 

Telex 124466-kone sf Phone 734 9588, telex kone rs 36082 
































That technology has enabled the 
Finnish forest industry to compete suc- 
cessfully internationally despite formi- 
dable patural handicaps - adverse 
weather conditions, long transportation 
distances and expensive imported 
energy. 

As one of the driving forces behind 
the development and application of 
such technology, Ahlstróm is able to 
supply the ultimate in production ma- 
chinery for the pulp, paper and wood 
working industries. 



























To keep in touch with the product- 
ion demands of the forest industry, 
Ahistrom Engineering Works co-ope- 
rates with the company's own pulp, pa- 
per and wood processing production 
units and the R & D centers. 





STANDARDS IN RELIABILITY 
AND COSTEFFICIENCY. 

Ф complete pulp lines 

€ paper machines 

€ heat and chemical recovery systems 
Ф boilers and lime kilns 

@ pumps, screen plates and cylinders 
Ф modernization of existing facilities 

















The Ahlstrom development pro- 
grams and large international experi- 
ence can help you to achieve higher pro- 
ductivity and to save energy and raw- 
material in the production process. 


A. Ahlstrom Osakeyhtiö 


‘Engineering Works Division 


SF-48601 KARHULA, FINLAND 
Telephone 358-52-63100, 
telex 53110 ursus sf 


AHLSTRÖM 


ENGINEERING WORKS DIVISION 
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A change of aircraft by Thai Intemational raises a storm 


Going with Boeing? 


By Paisal Sricharatchanya 
Bangkok: When Thai International Ltd 
summoned executives from Airbus Indus- 
trie to a meeting on September 30 to in- 
form them about its decision the previous 
day to cancel an order for two twin-en- 
gined A300-600s — a longer-range model 
of the familiar A300 — the executives 
were said to have been “shocked.” As a 
senior executive of the Thai national car- 
rier later told the REVIEW: “Airbus was 
probably over-confident [because of its 
current domination of the Middle East 
and Asian markets] and failed to evaluate 
properly the performance of its com- 
petitor, Boeing.” The cancellation has 
been made chiefly on the grounds that the 
manufacturer could not deliver the air- 
craft with the stipulated engines in 1984, 
as ordered. 

Under normal circumstances, the deci- 
sion by Thai to switch to the extended- 
range (ER) version of the recently. de- 
veloped, smaller Boeing 767 would 
merely underscore a case of intense com- 
petition in the presently depressed world 
aviation industry. However, though the 
approximately US$100-million combined 
worth of the deal is not large by aviation 
standards, the implications of this deal are 
significant. For one thing, Thai's move to 
become the first operator of the twin-en- 
gined 767ER could influence other Asian 
airlines to follow suit. If this happens, it 
would mean a gradual encroachment by 
Boeing into territory which has been virtu- 
ally an Airbus preserve in the medium- 
range aircraft market in the recent past. 

Not surprisingly, Airbus (a consortium 
of West European - manufacturers) 
mounted a vigorous campaign to win back 
the order. Despite Thai's determination 
to go ahead with the 767, Airbus insists 
that its previous contract is still valid. It re- 
portedly argued that the airline has no 
right to terminate the contract unilaterally 
since the delay is caused by General Elec- 
tric’s (GE) altered plans to produce the 
specified engines  — circumstances 
beyond Airbus’ control. 

Apart from proposing another GE en- 
gine model to make the 1984 delivery 
dates stick, Airbus even slashed the prices 
of the two aircraft by US$10 million apiece 
— an unprecedented development in the 
aviation industry. It has also embarked on 
a public-relations blitz, coming out regu- 
larly with full-page colour advertisements 
in the English-language Bangkok press to 
trumpet its alleged superiority. 

Reacting to intensified lobbying by Air- 
bus Industrie, which reportedly included 
recent representations by the British, 
French and West German embassies 
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here urging thé Thai Communications 
Ministry to honour the Airbus contract, æ 
senior committee comprising top airline 
and ministry officials is expected to make 
a final review of Thai's decision soon be- 
fore wrapping up the case for a formal ap- 
proval by the Thai cabinet. (A meeting to 
make the final review, earlier scheduled 
for December 24, was postponed.) To 
date, Thai executives have maintained 
that their plan to purchase the 767 remains 
unchanged. 3 


О" to be discussed during the 
anticipated final review will centre on 
the Beoing aircraft's cargo system. Unlike 
Thai's current fleet of wide-bodied air- 
craft which accept standard LD3 contajp- 
ers, the 767 is designed to carry the smaller 
LD2. The containers are designed to fit in 
rows of two a breast in the holds, and the 


767 can accept only one LD3 unit per row 
of two LD2s. Thai has said it switched to 
Boeing only after extensive comparative 
studies of the 767 and the A310-200, a 
smaller model compared with the origi- 
nally contracted A300-600 and which Air- 
bus proposed later. In the end, a high- 
level negotiation and evaluation commit- 
tee ruled that the Boeing aircraft is more 
competitive in terms of range, fuel con- 
sumption, price (before Airbus' US$10 
million apiece reduction), financing ar- 
rangements and concessions. The com- 
mittee's recommendation was duly en- 
dorsed by Thài's board of directors on 
September 29. 

Although an initial agreement was then 
made with Boeing, a formal agreement 
has yet to be:signed, pending final ap- 
proval by the cabinet. Under normal cir- 
cumstances, such a procedure is a mere 


formality as most decisions by Thai's 
board in the past were approved. But in 
view of the running controversy involving 
the two aircraft companies, the cabinet 
is expected to deliberate on the issue 
thoroughly. è 

In case the Communications Ministry is 
questioned by the cabinet, thè airline sub- 
mitted an official document in late 
Nevember, explaining its decision and 
cautioning that a rejection of the Boeing 
contract will not only undermine the com- 
pany's reputation but alse harm Thai- 
land's credibility. The document also 
pointed to American military and 
economic assistance to Thailand and 
warned that a rejection could lead to poli- 
tical and economic pressures on the eoun- 


Such arguments may sound far-fetched 
but there is no denying tfiagthe issue has 





developed into a full-blown international 
controversy. The exact legal implications 
behind the cancellation of the Airbus 
order are not clear, though Thai believes it 
has acted properly. Meanwhile, the airline 
has also sought legal advice in Bangkok 
and Paris to settle the dispute with Airbus. 

The controversy began in March this 
year when Airbus informed Thai of an 18- 
month delay on the contracted 1984 deliv- 
ery dates due to GE's altered plans for 
producing the CF6-80C1 engine specified. 
Airbus suggested that Pratt and Whitney 
engines be fitted instead. A delay is unac- 
ceptable since Thai intends to replace the 
three aging ОС8-635 in its fleet that year. 
The suggested Pratt and Whitney engine 
would be uneconomical for Thai in terms 
of maintenance and servicing because 
Thai's entire wide-bodied fleet of 10 
A300-B4s, five Boeing 747s and two 








to sell the two Spool 
and its subsequent 
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the smaller A310-200 and the 167, 

hich would have the same capacity of208 
seats in Thai's configuration. One impor- 
tant consideration which led the carrier to 







autical miles or 4,090 statute miles com- 


pared with the A310-200's 2,610 nautical 


miles. This means the 767 can fly non-stop 
‘Middle East route. Re- 
he Subcontinent are 

expensive there. 
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The former carries a 1984 fly- 

се of US$57. 49 million with 
million in, concessions. (dis- 

hile the fly-away price and con- 

signs for the latter are US$53.01 mil- 
б and US$8.25 million mespectively.. 
er the Airbus price reduction, how- 
7 iseabout.U8$700,000. more: 

ff even so, Thai has argued that 

'* more economical fuel. con- 


n the long run. In the document sub- 
ted to the cabinet the airline points out 
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eda credit line for Thai to the tune of 


d from the cost of the two 767soncea 


п. purchase agreement is signed. Other 
posed deals include an.agreement to: 
hedule delivery of a previously con- 
acted sixth Boeing 747 from 1984 to 1986 
absorb the US$2.5 million disrup- 
t; an option for Th: 
he 747 order plus another agree- 
treat Thai's advance payments for 
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; which ended in September (with the.re- 
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marginal loss — in the 1982 financial year, 









after 17 years of profitable operation. The 
airline is pulling i in its wings, with no major 
expansion anticipated in the foreseeable | 
futüre apart from the purchase of two air- 
craft for delivery iri 1984 and the construc- 
tion-of a Baht 1.9 billion (US$87.9 mil- | 
lion) "aircraft maintenance" centre at | 
Bangkok's Don Muang airport; | 
Nevertheless, Thai's performance com- 
pares favourably with that of most airlines 
elsewhere, some of which have been los- |: 
ing heavily for years. Thai did very well in 
the late 1970s, thanks largely to.a combi- 
nation of factors: the introduction of the | 
economical Airbus Industrie A300 wide- 
bodied aircraft, relatively high aircraft 
serviceability (at 97-9876) and the opera- 
tion of lucrative. sidelines such as an air- 
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219 million, 
US$530 milli 











facilities and ground-handling, mainte- | 
nance and engineering services. Pre-tax 
profit j jumped from Baht 116.3:million in 
976-77 to Baht 515.8 million in 1978-79. 
“Then the second world oil shock inter- 
vened in 1979. Pre-tax profit dropped. 
from the 1978-79 peak to Baht 106.6 mil- 
lion and Baht 39.1 million respectively in 
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Te Austialian economy is moving into 
reverse at an accelerating pace. Latest 
estimates of the decline in gross domestic 
product are much worse than expected. 


September. However, 1 farm GDP willcon- ` 

tinue to fall for the rest of this financial 

year, with the c: expected to come in 

_the third and fourth quarters. In addition, 

Nor is any significant improvement likely | virtually all domestic economic indicators, 

in the 1982-83 financial year (July 1-June | except for the: balance-of-payments fig- 

30). ures, have been poor — especially invest- ' . 
The federal government originally esti- | ment fi igures. In the September quarter, 

mated zero GDP growth for the present fi- | housing investment slipped 0.2% while 

nancial year. This has now been revised to | other fixed investment dropped 12.8% in 

a 296 decline. Total farm-product esti- | the same period. 

mates have also been revised from an un- Meanwhile, costs have been rising in 






747 $ô far as а үрне for the 
| specified. drop to a 20% fall. At thé same 
time, non-farm ‘products: are now ex- 


static growth. 

-The chief culprit has been drought 
across the eastern states which has 
wreaked havoc on the important primary 
sector. The world recession, along with 
“| the softening oil price, which has placed 
‚ the coal market under pressure, also con- 
| tributed to the decline. In the September 
пара, farm GDP fell 5.1%, bringing to 


үр 
E engines. 1% the overall decline in the year to end- 


5 two. alternative: types 





pected to register a small fall as opposed to 


‘when the total will | 
leavers. Inflation 


the economy because of the rapid wage in- 
creases over the past 12 months, which 


have been coupled with major trade- 


union initiatives aimed at a shorter work- 
ing week. The federal government has 


‘legislated for a pay freeze, which has а 


wide degree of community support, large- 
ly due to the rapid increase in unemploy- 


ment levels. Unemployment has already 


topped 8% and according to recent official 

i ch 10% by February, 

swollen by. school- a 
1ains hi 
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September quarter, the consumer price 
index rose 3.5%, giving a total increase of. 
12.3% in the year ended September. The 
government estimates that inflation will 
run. at 10,75% in thé present financial 
year. The impact of the pay freeze may 
mean that this target can now be comfort- 
ably achieved. _ 

The authorities have predicted that pri- 
vate fixed investment will fall by 15-20% 
in the 1982-83 year, | pared to earlier 
projections of a. 15% increase. The slide 
was initially caused. rge extent, by 
{һе rapid escalation in the cost of borrow- 
ing funds, But prime overdraft rates have 
dropped back to around 15%, with funds 
commonly available. for much less than 
this. The fall in interest rates, in turn, can. 
be explained by the lack of demand for 
funds, reflecting a dramatic slowdown in 
business activity. _ 

But rates may not drop too much 
further, due to the large government bor- 
rowing programme to finance the federal 
deficit. The Australian Government has 
already indicated it needs to rais A$1.5 
billion (US$1.46 billion) through new 
bond tenders in the current financial year, 
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nst a projected budget deficit of A$4 


less the capi 


e 
from last year, , while the overall load: fac- 
tor was 61.9%, or an 0.9% increase. 


Against original estimates of 3-4% growth. |: 


for 1982, load factor growth on intérconti-. 


' nental traffic (which accounts for about | 


40% of the total) is now projected at zero. 


for the whole year, while growth of re- | 


gional traffic is likely to be held to less, | 
than 5%. 


Thai is hoping for a financial * turo- r 
around next year. In a document submit-.. 
| ted to the Communications Ministry late 


in November to support its decision. to 
purchase the two 767s, the airline put its 
1982 performance at a loss of Baht 2. mil- 

lion but projected a Baht 56 million profit 


for 1983, rising to Baht 376 million іп. 


1984. An improved. performance will. be 
crucial to supporting Thai's acquisition of 
the two new aircraft, because the airline's 


ability to take on long-term borrowings is . 


constrained by a government regulation 
which limits a state enterprise's (govern- 
ment-guaranteed) long-term debt to no 
more than six times its capital. 

With Baht 1.4 billion in share capitaP 
plus Baht 1.1 billion in retained earnings, 
the government guarantee limit.is now set 
at Baht 15 billion. Given a total long-term 
debt of nearly Baht 11 billion as of Sep- 
tember, the airline still has a comfortable 
available balance 6f more than Baht 4 bil- 


ies | lion. But this will eventually run out, un- 
tal fund. e increased Бу. 
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billion (last year A$1.1 billion). This bor- 
rowing cannot be funded from domestic 
sources alone, hence the need to maintain 


domestic interest rates at an internation- 
ally competitive level to ensure that the `. 


high level of capital inflow seen over the 
past year continues. If the flow were to dry 
up, that would have drastic consequences 
for the Australian economy. In Novem- 
ber, net capital inflow stood at A$1.23 bil- 
lion, the third month with a balance-of- 

ayments surplus. For the year net capital 

ow should total A$12.1 billion against 
^ current-account. deficit of A$9.26 bil- 


lion. 


Initially, the authorities estimated that 
the overall budget deficit for 1982-83 
would run at A$1.67. billion. More ‘re- 
cently, this has jumped to A$4 billion. The 
reasons for this huge rise stem from aid 
programmes implemented to alleviate the 
effects of the drought on farmers, higher 
social security payments than expected 
due to the big rise in unemployment, and 
lower personal tax receipts because of the 
pay freeze, which will mean that wage 
levels will not rise at the rate expected, re- 
sulting in a decline in anticipated tax re- 
venues. А = BRIAN ROBINS 


Following the 















Deltic oracle 


A former Filipino car 
giant is bailed out. 
of financial trouble 













By Guy Sacerdoti 
Manila: The long saga of Delta. Moto 
Corp.'s financial troubles (REVIEW, Apr 
16, '82).appears to be nearing an end 
After long negotiations which. saw 
leaguered Delta president Ricard 
verio struggling to keep Delta a w li 
_Filipino-owned firm, Toyota Motor 
: Japan has entered the equity equation 
Silvério himself is losing much control 
the. government's Philippine. Nationa 
Bank (PNB), Delta's largest credito: 
sumes voting control on the boàrd of 
tors. Management will remain in Silveri 
hands — һе will retain the company’ 
presidency ~~ but PNB comptrollers, ап 
Toyota: advisers, have already assure: 
larger roles than in the past. 

Frequently described as a “crony”; o 
President. Ferdinand Marcas (though this 
was.strongly denied by Marco€ on United - 
States TV during his recent state visit), Si 
verio. got caught in the classic situation 0! 
borrowing short to finance long-te 
plant expansion. Part of his corporate е 
pire was snared in Manila's early-19: 
nancial. scandals which followed the 
pearance of textile magnate Dewey De 
(REVIEW, Mar. 13, '81) and һе! 
to borrow more. Interest payments.con 
. sumed operating profits, and the company. 
crashed. . 

Delta’s first loss hit P21 million. 
(US$2.3 million) i in 1980 and P78 millio 
in 1981. But it was the inability to repay: 
Toyota for knocked-down kits received. 
that hurt the most. The rescheduling of 
some debt from PNB brought governmen 
representatives on to the board, but co 
not solve the unpaid Toyota debt nor th 
estimated P500 million owed to PNB. 

The salvaging plan finally agreed про! 
includes boosting corporate capital 
converting debt to equity. PNB will ge 

70% of Delta's shares as preferred votin 
shares, worth some P 196. million of th 
outstanding debt. Toyota will take up P 
million as converted receivables, or 1 
of the equity, also preferred shares, wi 
Silverio's P56 million in common share 
taking ир Ше other 20%. 

The board takeover finalises govern- 
ment control. (In principle, government. 
policy is to help distressed firms which are 
deemed viable and valuable to the econ- 
оту. [REVIEW, July 2, '82].) PNB chairman 
Gerardo Sicat will be. Delta. chairman, 
with Central Bank governor Jaime Laya, 
Marcos assistants Juan Tuvera and Adrian 
Cristobal, and PNB executive vice-presi 
dent Fernando Maramag moving on to th 
board. Toyota will hold two seats and. 
verio's group the remaining | two. 
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No one will live high on the hog іп the Year of the Pig 


Apocalypse or regenesis 


By Anthony Rowley 

he Year of the Pig is regarded by the 

Chinese as a fairly auspicious one, cer« 
tainly better than the Dog year of 1982. 
But it is also known as the "blind" year, 
and that about sums up the investment 
outlook for 1983. Economists' forecasts 
for the year range from mild recovery to fi- 
nancial collapse, but uncertainty is proba- 
bly higher than at any time in the post-war 
period. 5 

If the pessimists (realists?) are right, 
1983 could see banks much bigger than the 
“piggy” variety broken open by savers an- 
xious to get their money out. The “flight to 
quality” already apparent among de- 
positors could then become a headlong 
rush. A few spectacular corporate bank- 
ruptcies could produce a similar panic 
among investors. Thene defensiveness 
would be all as an investment strategy. 

If, on the @ther hand, the optimists are 
right in thinking that inflation has been 
beaten and that reflation is just around the 
corner with rising demand, higher pro- 
ductivity and increased profitability riding 
on its back, then 1983 could be the year of 
the aggressive investor. This year’s Where 
to Put Your Money contributions — cov- 
ering the gamut of currencies, bonds, 
equities, money-market funds, managed 
funds, gold and other commodities — 
tend towards cautious optimism. But it is 
as well not to ignore the alternative 
scenario. 

In the remarkably short space of three 
, years, the world economy has moved from 

a dynamic through a static to a regression- 
ary phase. And whatever "business cycle" 
criterion the current global depression is 
judged by, it is certainly the worst since 
the crash of 1929 and the depression of the 
1930s. Does this portend a similar crash 
now, just 50 years on, as the Russian 
economist Nicolai Kondratieff, known for 
his “50-year wave" theory, would no 
doubt have noted? Certainly Wall Street 
and the London stockmarket have not 
been behaving in recent months as though 
a crash were just around the corner, or 
have they? A steadily rising stockmarket 
is supposed to anticipate or "discount" an 
improved outlook for the economy and 
' thus for corporate profitability. But Wall 
Street and London have not risen steadily; 
rather, they have surged in a manner re- 
miniscent of the fluctuating (and therefore 
unstable) markets immediately before the 
1929 crash. 

On the face of it, the rationale behind 
rising equity and bond markets in recent 
months is sound enough. Excruciatingly 
high (for businessmen) short-term interest 
rates in the United States and elsewhere 


finally broke in late aatumn, giving rise to 
hopes of a return to normality in the yield 
curve and to a restoration of business con- 
fidénce. Profitability was supposed to be 
the more likely to improve, given the 
dramatic fall in inflation rates engendered 
by monetarist policies. Money naturally 
flowed out of the short-term money mar- 
ket, bank deposits and government bills 
into stockmarkets and longer-term bonds 
as a result. 

But where is the underlying demand 
that is supposed to underpin this economic 
revival which stock and bond markets are 
so confidently discounting? There is virtu- 
ally no evidence of it yet in the US or in 
Europe while, as the Organisation for 
Economic Cooperation and Development 
pointed out just before Christmas, the 
swing to recession in newly industrialised 


and less developed countries (especially . 
Asia) has cut back their demand for 

OECD exports. Thus recovery in the 

OECD countries themselves, normally 

the locomotives of economic growth, will 

be weak at best in 1983 — maybe of the 

order of 1.5%. 


alling inflation and marginally reduced 

taxation rates in the West are sup- 
posed to give a supply-side boost to de- 
mand but, as one analyst (admittedly 
noted for his bearishness), Marc Faber of 
investment house Drexel Burnham Lam- 
bert, observed recently: “What is the good 
of cheapness when incomes are falling?" 
The legions of unemployed are unlikely to 
be confident spenders and demand boos- 
ters in 1983, and the cost of unemploy- 
ment benefits will weigh increasingly 


heavily on governments whose tax re- 
venues from the corporate and individual 
sectors are falling. 

That in turn points to increased govern- 
ment deficits — and borrowing. If this is 
not to push interest rates back up once 
again, money supply will have to be in- 
creased, as is happening already in the 
US? The prospect of slump-flation there- 
fore cannot be ignored. There is scant sign 
yet that businessmen are taking advantage 
of lower interest rates and increased 
liquidity to boost productive investment. 
Why should they when short-term money 
is still yielding a real rate of return and 
when the. prospect of even higher rates 
and renewed inflation makes a nonsense 
of long-term investment? 

Boosting money supply to increase de- 
mand once confidence has been broken is, 





as Keynes noted (also some. 50 years 
back), like "pushing on a piece of string." 
Public-sector stimulation — anathema to 
the Friedman disciples in Washington and 
elsewhere — may be the only way out of 
this mess, and unfortunately the form that 
it looks most likely to take at present is re- 
armament. Meanwhile, the international 
banking system will continue in 1983 to 
groan under a burden of debt rescheduling 
in Latin America and possibly Asia (the 
Philippines?) which has come about pre- 
dictably as a result. of monetarist dear- 
money and demand-curbing policies. 

It is certainly premature to assume that 
the debt crisis and the possibility of a 
major bank collapse is past. The exodus of 
money such an event could trigger from 
even the biggest of banks in search of a 
safer haven has mind-boggling implica- 
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üssets, espe- intemitionst investors. The fundarg entals 
'alisation that 
more by hope 
'and an ina- 
service their 
printing pres- 
by massive 
onetisation 
yptic stuff but not 
sibility: 
elf an anti-nu- 
ng it with gold 
can*the in- 
е against the 
confronting the world 
economy? First hi at few if any 
' of the events j ne tO pass, 
· and that demand willindeed respond now 
г. to cheaper money (even if that does still 
| deave the fundamen lem of infla- 
"tion to. be solvec uture date by 
some more sophisticated. means than 
through the money 


favour the yen, but while access to the 
Japanese currency remains limited 
through official policy, its potential for 
absorbing investment without violent 
price fluctuations is.equally limited. The 
Australian dollar meanwhile look:s s а cer- 
tain no-go for 1983. 

Among the European currencies, ster- 
ling has by far the biggest capabili.ty to ab- 
sorb foreign investment, especialily in the 
"gilt" market, but the near inevit ability of 
further oil price weakness in 198.3 is likely 
to weigh against the pound. Anci that will 
probably offset. what further be nefits ёе 
gilt market can expect from further re- 
duced interest rates. Political u ncertainty 
will probably hit the Deutschernark — in 









major uncertaint 















| — while the Swiss franc will hardly be at- 
tractive on integest-rate grounds. Only the 
French franc looks. attractive on. yield 











he signs will be.easv enough to read — 
as to whether 
confidence, pre 
rising, thus maki | i 
d longer-term 
d corporate. If 
| economic. indi- 
cators in the US. ai ope continue tà 
show no-go while money upply begins to 
surge, then the defensive play in gold, (re- 
sidential). property ànd other real assets 
, could be the one to go fo 
i In the meantime, a fairly liquid policki is. 
prudent. .Money-markets funds. other 
than those operated by the more liquidity- 
.. short banks (page 66) and short-term gov- 
- ernment instruments, as well.as.commere« 
cial paper from the less stretched corpo- 
rate borrowers, could well be in strong de- 
mand again if economic recovery fails to: 
come through in the: few months of 
the year. That in turn would suggest that 
the US dollar could yet again prove a 
popular currency, and thus one strong on 
> demand if not on fundamentals. 
The sheer size and accessibility of the 
US money and capital markets is the key: 
here. True, the US deficit on trade ac- | 
count is reaching very high proportions: 
and invisibles could decline in 1983, not 
least because of debt write-offs. But any 
deflationary impact that might otherwise 
have on the domestic economy is likely 
to be offset by increased money supply, 
and in any сазе the deficit could be fi~ 
nanced by renewed capital inflows if 
liquidity preference reasserts itself among 





: The. worldwide. bull. market in 
‘bonds: is. expected. to continue well. into 
1983. Industrial. nations which adopted 
lower interest-rate: policies in 1982 to 
counter high levels of unemployment and 
low. levels: of economic activity will main- 
tain low interest-rate policies in 1983 The 
other option which might provide 
economic: stimulus: -— that of increased 
public spending — is not a vailable to many 
governments because of already igh 
_ budget deficits. = 
Low interest-rate policies should revive 
world economic activity — but slowly — 
and in turn help to reduce the pressures on 
the international banking system that 
emerged in 1982. Eventually these lower 
rates will engender renewed inflationary 
essures —- but robably not until 1984. 
tart in late 1983 to re- 
bigher inflation, but by 
rs should have hada good 
ruri for their money in the market, 
This article looks at bond markets in six 
countries — the United States, Japan, 
































. Philip Howard. is а partner and Mike Humphries а 
manager in the international department at Phillips 
and Drew, London. 
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~ fixed-interest instrumen 
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‘the Asian stockmar 








the biggest potential 


equally for disappointment 
gapore's is likely to show 
unspectacular performance 
ment uses its substantial surplus: 
in good years to pump-prime th 
through recession, and the Singap: 
lar should likewise be the стер 
strongest currency after the yen. 

All bets are off, however, as to curr 
cies and markets if 1983 should bring a 
lapse of major financial institutions о 
corporate bankruptcies which the 
are unable to carry. The internation 
поп of investment markets is.a relat 
recent phenomenon and one which coul 
disappear almost overnight (like th 
Eurodollarfloan market) if mon 
comes.as isolationist аѕ economic poli 
makers have become in recent times 
and goes scurrying back to rea] as 
within its own borders. Now read o 
the hope:that more анаа] scen 
prevar: 






















































Australia, Britain, West Germany a 
Netherlands. Tables 1-3 give Philli 
Drew's forecasts for the economies, €x 
change rates and interest tates in ea 
these ‘six countries. Combining tl 
Table 4 gives total return projections fo 
government bonds in each countr 
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Inflation 
< % change 
Government Deficit 
US$ billion 
% of GNP 


US billion 
% of GNP 


End 1983 on end 1982. 





“Fecal, г Source: Phillips & Drew. 













бе level of imports suggest that the US 
dollar ;will weaken against most other cur- 
sin 1983. Investors should currently 
га high proportion of dollar funds 
12-dated bonds. As 1983 progresses 
they m ay look itch shorter, anticipat- 
ing a.siteepening of the yield curve and a 
resurgence of inflation. US inflation 
should ibe around 6% in late 1983, but may 
rise further in 1984; The best returns in 
dollar t*onds may’ be achieved in long- 
dated “yankees” (bonds issued by foreign 
compamies on the American market) and 
zero-cóu pon bonds (par bonds issued'at a 
substantial. discount with: noccoupon at- 
‘tached). The yield differential between 
these anc! US treasury bills is expected to 
narrow as concern about credit quality de- 
creases iti a low: interest-rate. environ- 
ment. 


nclusion is that no single bond market 
stands out as a place in which toinvest, but 
hat the best total returns are likely to be. | : 
achieved in Britain and West Germany. © | 


РАМ itd | | 
ospects for yen bonds іп 1983 appear 
e promising. They should benefit from 
tal inflows as international investors 
ate а further recovery. of the yen 
inst the. dollar. In addition, the re- 
oval of. political uncertainty. following 
ito Nakasone's. appointment.” as 
ime minister; the outlook for inflation 
ich is expected to rémain below 496 in 
“and the likelihood of continued. 
etary relaxation and an early cut in 
official discount rate are all favourable 

ctors for the Japanese bond market. 

a jor negative remains the level of 
=~ estimated to be 


















































AUSTRAL А. 


Although the authorities are ex- 
ted to pursue a more flexible approach 
doga their беваи іп ae a constant 


in long-dated instruments. Gov- 
ient bonds appear to offer better 
than the less. marker 





mic programme and to encouraging a 596 
devaluation of the. Australian dollar. 





omy is likely to be reflected in falling wage 
settlements and an improvement in the in- 
| flation rate to around 9% by end-1983. 

The government-budget deficit for 1982- 
83 is likely to exceed the revised official: 
forecast of A$4 billion (US$3.85 billion). 

There should be a small improvement in 
thé current de:ficit in 1983 and the Austra- 
lian dollar should hold its own пая the 
US. dollar. 


ITED STATES 


The Federal Reserve Board appears to be 
iming for lower interest rates out of con- 
cern over the low level of domestic 
economic activity and over liquidity pres- 
res in the banking system. Further cuts 
likely in the discount rate (from the 
ттеп! level of 9%) even if the monetary 
gregates exceed previously announced. 
Tgets. A policy.aimed at lower interest 
rates is likely to remain in force until a sig- 
nificant pick-up in economic activity is evi- 
dent. This is unlikely to happen until the 
third or fourth quarter of 1983. 
< The federal deficit is expected to be a 
record US$200 billion in the fiscal year 
ending. September. 1983. Republican. ef- 
ts to reduce go ernment spending оп | 
pered by recent 
the US Conj: 
mber 1982 elec- 
grave нас 
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Ё is appear t 


for capital apprec іп local-currency - 


decline in the pound and 
i gilts” seem to have fully 
discounted fears-about the prospects for 
sterling, about possible reflationary action 
by the government and about the outcome 
of the next.election, which is likely to 
occur in late 1983: 

Nominal yields of 11.75% on medium- 
and long-dated gilts seem high in relation 
to our forecast that the year-on-year rate 
of inflation will decline to 5% in the first 
half of 1983 before rebounding to the 6- 

796 range in early 1984. The 1983-84 pub- 
lic-borrowing requirement, likely to be 
£8.5 billion (US$13.77 billion), should. be 
financed without placing undue pressure 
on prices. Indeed; it seems likely that in 
early: 1983 the gilt market may regain 
much of the technical Strength evident 
during most óf 1982. 

Long gilts, which have yielded less than 
US treasuries of similar maturity through- 
out much of 1982, now offera yield margin 
of more than, 100 basis points. As a result 
of this, both domestic and overseas inves- 
tors may switch from US dollar bonds into 
sterling bonds. At current yields the pur- 
chase of long-dated giltsis recommended 


WEST GERMANY 


The outcome of the expected general als- 
tion in the spring of 1983 will have an im- 
portant bearing on Deutschemark bond 
markets in the first һај оѓ next year. Any 
hint that Chancellor Helmut Kohl and a 
Christian Democratic Union-dominated 
coalition will not be elected could cause a 
sharp fall in investor confidence. : 
The impending election is unlikely to 
reduce Kohl’s commitment to a series of 
fiscally austere. measures aimed at reduc- 
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pee decline in inflation to 4. 5% ^ 
On-year) by end-1983. 
Despite the outlook for short-ter 












ver some of the ground it has lost 
gainst the US dollar in the past two years, 
$ investors take profits in the latter cur- 
ncy. The combined prospects for the 


ar Deutschemark bonds (either govern- 
ment or Eurobonds) an attractive pros- 
pect in 1983. 






th Terry 
York: The glitter has faded from the 
t-edged benefits of high liquidity and 
indant returns of the money-market 
When they were big, they were 
ig. In 1980-81, interest rates soared; 
d stocks, bonds, commodities and even 
sty inflation hedges such $s property 
re going sour, But short-term instru- 
ents.were ine 
The money-market mutual funds, with 
eaching 17% at their zenith in Au- 



















ise barren investment desert. Infla- 
as on its way down, while interest 
crept. into the. double digits.. The 
ited States Federal Reserve Board's 
nt-money. policy succeeded, indirectly, 

hing some US$230 billion into the 
nds from investors ranging. across the 

um passbook .. savers who 
ured their guaranteed, if low, rates; 
















ut the hard work and potential liabilities 
f running their own portfolios. 
But in July, the chairman of the Fed, 
Volcker, changed tactics. And de- 
te his eloquent denials that he has aban- 
d. monetarism,. seven. consecutive . 
ashes in the federal discount rate. since : 
have spoken louder than Volcker’: ; 
tds. The discount rate, which is the: 
ce charged by the Fed on loans tc > 
mber. institutions, stood at 8.5% ora 
ecember 13, its lowest level since pre :- 
Olcker days. On Wall Street, marke st. 
participants expected a further half-pe; r 
nt cut, though no one could say wher 1. 
he discount-rate cuts have. alreac ly 
‘Ought interest rates on 90-day comme .r- 
f corpora te 
























Е the и 56 


nbei 1396 in July. 
ile. the repercussions of this ha уе 


head. The i inve 
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eütschemark rátes, the currency should. 


Deutschemarf and bond yields make 10- . 





е money market 
It of fashion — for now 


1981, offered investors an oasis in the ` 


| Nett sales of the 521 mutual funds that buy 


'culators scared away by the general { 
m in the stockmarket, and cautious || 
tors seeking high rates of return with- 


rp 
illion (0855. 24 billion) i in 


of the government ‘deficit in 
1983 (forecast at G36 billion — a hefty 
9.4% of gross national product) is a nega- 
. tive influence on bond markets. Following 
à sharp rise in bond prices in the past few, 
‚ weeks, which has brought yields into line 
with Deutschemark yields, there should 
Фе а period of consolidation in bond 


prices. a 
5 go 





















money-market fund, is running into an in- 
terest-rate wall. Beginning in the third 
week of December, the average seven-day 
and 30-day yields on the nation's 282 funds 
slipped below 9% and, though the collec- 
tiwe assets of the funds are close to a.re- 
cord high, capital is drifting away to more 
| profitable vehicles. 

Bonds have made a spectacular come- 
back, as investors: scramble to lock into 
higher rates. Nothing short of a return to 
double-digit inflation is likely to stop the 
stockmarket surge which began in mid- 
August. The new markets in stock-index 
futures and futures options, which began 
in February, also offer investors an instru- 

| ment to capitalise on aggregate trends. 
































stocks and bonds amounted to US$5.8 bil- 
lion through October — up from US$1.8 
billion in the first 10 months of 1981, ac- 
cor ding to the Investment Co: Institute. 
Meanwhile, money-market funds are’ 
facing competition for the first time on 
their own türf from an unexpected rival — . 
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| from conventional funds. While averagi 















^ draw. as much. 15. 
rom the funds.: So 
Is have set rules 










far federal regulat 
two such accounts. T 
The two accounts,.the first an invest- 

ment vehicle, the second a chequing ac- 
count at market rates of return, both offer. 
deposit insurance. up #0; 
'US$100,000, guaranteed rates for up to 30 
days and a 0852, 500 minimum balance. 

The “super now" chequing account, un-. , 
like the money-market account, allows 






unlimited withdrawals by cheque. It will, 


however, offer lower rates than the. 
money-market. accounts because the 
banks will have to keep federally. pre- .. 
scribe4l reserves.on hand as.with anyother ` 
checking account, so increasing their; 
costs, á 

Up to a month before the. топеу-таг- d 
ket accounts were scheduled to open оп’. 
December 14, banks across the сошшу 
plunged int i 
promofing Бо; 
tomers who вір] 
all, mind-bendi 
age points hig 









seven-day and 30-day rates for the mon 
market funds, ‘as:of December 8, were © 
8.34% and 8. 44% , banks were. offering 
rates — for the most part, guaranteed опа... 
weekly basis — of, the order of Te a | 
higher. 










he rivalry between banks for business in. 
the new account is intense. California's 
Wells Fargo Bank, for instance, raised its 
rate from 9% to 1196 between 9. a.m. and 
closing time on December 14 — after 
watching a rate: stampede by other 
Californian banks trying to match market- 
leader Bank America’s terms on its “cash 
maximiser” money fund. The record may 
have been set by the First National Bank 
of Atlanta, which offered an introductory 
rate of 18.65% to-depositors signing up 
before December 14. .... i 
The banks,.predictably,: believe that 


they will lure азау а sizable chunk of the 


US$130 million of money deposited or in- 
vested by individuals in money-market 











mutual funds. The funds counter that only’ 
a marginal 10%. of money-market assets 
come from accounts under US$10,000/ 
These, they concede, are likely to be at- 
tracted by the banks’ rival accounts. But’ 
they contend that banks' high overheads 
in maintaining the accounts will ultimately 
drag rates back down. Cash-management. 
costs. are about 0.07%" for. ће money 
funds, while banks typically run over- 
heads of 2-4%. == 
Whatever the: fate: of the new bank 
funds, the money-market fund likely 
to be down, if not exactly out, án 1983. 
Historically, declining interest rates have 
"| sent investors. ba the stockmarkets. 
The enormous jump in equity mutual 
funds this. ed о some 






















Volcker: new direction... 
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rich illustration oftistoiy Шау to ie- 
peat itself. New investment vehicles like 
the stock-index futures, which are already 
popular in stock exchanges around the 
country, and options on the futures which 
may soon be traded, also reflect a robust 
stockmarket and its renewed allure for in- 
vestors. 

Seen by many as 1982's hottest new con- 
tract, stock-index futures provide a low- 
cost means of profiting from the overall 
dips and surges of the market. The buyer 
holds a contract on one of three approved 
stockmarket indexes — Arnold Bernhard 
and Co.'s Value Line Index, Standard & 
Poor's 500, and the New York Stock Ex- 
change. The value of the contract is based 
on the daily index, multiplied by US$500 
for each index point, on which the buyer 
typically advances 10%. 

If, at the termination of the contsact, 
the index value has swung upward, the 
happy buyer walks away with dollar-for- 
dollar returns on the total contract value 
after subtracting the remaining 90% owed 
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to the broker. The Catch, however, is that 
liabilities also are “to the dollar.” If the 
index slides, brokers can and do demand 
payment sufficient to keep the buyer's 
position at 10% of the contracts value. 
Options, when they begin trading, will re- 
duce an investor's risk while limiting re- 
wards. 

The euphoria that drove the Dow Jones 
Industrial Average from 777 in early Au- 
gust to well above the 1,000 mark two 
months later is clearly catching. The Dow 
Jones Average is.still hovering around 
1,000, despite widespread fears that heavy 
government borrowing needs could resur- 
rect the spectre of inflation. But all is not 
bleak for the money funds. For investors 
who prefer to wait out the market until the 
upward trend is bolstered by economic re- 
covery, or who look for interest rates to 
pop back up again, or suspect that rising 
inflation will chew away at their stockmar- 
ket profits, the money-market funds pro- 
vide a convenient parking spot — easy to 
move into, and easy to get out of. 


All that glitters · 


(in 1983) is gold 


By James Bartholomew 

London: In June 1982 this correspondent 
commented: “At some point over the next 
12 months, gold should begin a new bull 
market.” (Shroff, REVIEW, June 18, '82). 
In fact the rise began almost as soon as the 
words were printed (when the price was 
just under US$320 an o2) and the yel- 
low metal is now sunning itself at US$450. 

So much for the past. What will happen 
next? The answer is that gold is in a solid 
bull market that will last through 1983 and 
beyond. The solid basis of user-demand 
for physical gold at US$400 and below was 
firmly established in 1982. This demand is 
the rock on which the gold price is based. 
The big return of user-demand in 1982 was 
the reason for believing in June that a new 
bull market was around the corner. But 
now the gold price is not having to rely 
only on users — those who buy jewellery, 
dentists and electronics companies. 

In 1983 they will be jostled at the buying 
counter by investors. This has already got 
under way. The speed of gold's recovery 
in the second half of 1982 came from 
momentum caused by investors joining 
the bandwagon. Traditional reasons for 
them to buy gold have reappeared. In the 
first place, a long-term bear market has 
decisively broken out of. its trend. On a 
purely chartist basis, the portents are 
good. Secondly, interest rates have fallen 
steeply. In response, bond prices have 
risen and major stockmarkets are testing 
their all-time highs. 

With fixed-interest returns and di- 
vidend and bond yields down, the *oppor- 
tunity cost" of holding gold has come right 
down. No longer does the holder of gold 
jealously watch others enjoying nominal 


interest rates of 15% and more. Thirdly,. 


‘inflation rates seem to be bottóming out. 
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Gold bars: good prospects. 


Lower rates may still come in the short 
term, but then they could remain on a 
plateau or even rise. Phillips and Drew, a 
British stockbroking firm, expects con- 
sumer-price inflation in countries of the 
paneer for Economic Cooperation 
Development to fall only marginally 

in 1983 — from 7.9% to 7.1%. Looking 
further ahead, Tony Bird of British 
stockbrokers T. C. Coombs & Co. expects 
OECD wholesale-price inflation to reach 
a low of 5% in 1984 and then rise to 6.2%. 
In the United States and Britain, the 
would-be monetarist governments seem 
to be deciding that getting inflation down 





| from 5% to zero is not worth the aggrava- 
tion. They have elections to be won in the 
not-too-distant future and they need un- 
employment rates down in the short term. 
Paul Volcker, chairman of the US Federal 
Reserve Board, no longer considers it ab- 
solutely vital to meet his monetary targets. 
It is not quite a U-turn, but the monetarist 
governments have strayed from the 
straight and narrow. As long as inflation is 
with us, gold is not to be mocked. 

There is one other bullish argument. It 
does not apply particularly to 1983 but is 
. worth bearing in mind for long-term inves- 
" tors: less and less gold is mined each year. 


The major mines of South Africa are very - 


gradually running out. Non-communist- 
world mine production peaked at 1,285 
tonnes in 1966, according to the annual 
survey by mining group Consolidated 
Goldfields. In 1981, production had fallen 
to 962 tonnes. 
ere are now many ways to go about 
investing in gold. (This reflects the in- 
creasing number of people worldwide who 
are now interested in owning gold — 
another bullish factor.) 
The traditional, basic way to own gold is 
to buy а bar. In Asia the tael — a Chinese 
measure, equalling 1.333 oz — bar is 


*| common, but ghis tradition is being chal- 


lenged by banks which sell bars on the 
European model. A varigtion on this 
theme is the gold account. А БФК or other 
financial institution holds gold on the in- 
vestor's account. A particular bar may or 
may not be allocated to the investor. This 
point is important. It is more secure (even 
if a bit more costly in terms of storage 
charges) to have an account in which the 
gold bar is allocated to the investor. Then, 
in the event of the bank going bust, that 
bar still belongs to the investor. If the gold 
is unallocated, the investor ranks only 
among other creditors of the bank. 


Gu coins have become increasingly po- 
pular as a means for the smaller inves- 
tor to take an interest. The Krugerrand 
has built up a pre-eminent position over 
the past decade because it is actively mar- 
keted and weighs exactly 1 oz. Its daily 
price is found in many publications. Many 
banks sell it. There are also half-Kruger- 
rands and even smaller denominations, so 
even the smallest investor can buy. A third 
way to buy physical gold, especially in the 
Middle and Far East, is to buy jewellery. 
The jewellery is sold primarily as an in- 
vestment or a store of value. Its price is 
based on its weight, adjusted for the qual- 
ity of the gold plus a small premium for the 
workmanship and the retailer's profit. 
Shares in companies which mine gold 
normallyerepresent a "geared" way of in- 
vesting in the gold price; that is to say, the 
price of gold-mine shares should rige and 
fall to a greater extent than the price of 
gold. Company profits are based on the 
difference between their costs and the 
price of gold. If gold rises say 10% , the dif- 
ference between their costs and the price 
of gold will rise more than 10% since their 
costs (in the short term) are stable. How- 
ever, inthe long term, mines are subject to 
inflation too and the cost of labour tends 
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to rise faster than consumer-price infla- 
tion. So the gearmg works more for the 
short term. 

There is a political risk in buying shares 
in South Africa. So far it has been one 
worth taking, but no one should buy 
shares there without being aware of that 
risk. There are mines elsewhere, of course 
— notably in the US, Canada, Australia 
and the Philippines. One problem here is 
that the shortage of mines outside South 
Africa (and the second biggest producer, 
„the Soviet Union) makes them very prized 
animals. They ténd to attract high ratings 
and yields are consequently low. Home- 
stake, the largest US mine, at a recent 
stockmarket price of US$50.75, had a 
prospective yield of under 2%. Gold 
Mines of Kalgoorlie, the largest Austra- 
lian producer, recently at A$8.33 (US$8), 
had a prospective dividend yield of 3%. 
(Dividend forecasts by stockbrokers 
Grieveson, Grant & Co.) It can be yery 
frustrating to buy shares in a gold mine, 
watch gold go up but at the same time 
watch the shares stand still. 

This can be avoided by another method 
of investing in gold. This way is now very 
big business in the US and has been copied 
elsewhere in the world. It is gold futures. 
Thg investor agrees to buy gold at a 
specified price at a specifiedetime in the fu- 
ture. Normally he will not actually take 
delivery of the gold. He will take a cash 
profit or lo&, depending on the prevailing 
price, at the time the contract comes to an 
end. 

This method of buying gold is probably 
the most geared there is. The investor only 
has to put up а fraction of the full cost of 
the metal, so the potential for gain on only 
a small amount of money put down can be 
very great. So too can be the potential for 
loss. It is also possible to sell as well as buy 
ng futures if you think gold is going to 
all, but that can be extremely risky. If you 
do not own gold and sell it forward, the 
possible loss is, theoretically, unlimited. 
There are futures exchanges now in the 
US, Britain, Japan, Singapore, Hongkong 
and Australia, but in some cases the mini- 
mum investment amounts rule out partici- 
pation by smaller investors. 

Generally, gold traded options are less 
risky than futures but with similar charac- 
teristics. An investor buying an option to 
buy or sell gold at some future date at 
some fixed price cannot lose more than 
the cost of the option. His risk is limited. 
But an investor who sells — or *writes" — 
the option may be taking a big risk if the 
metal goes the wrong way. There are gold 
traded options in the US, Canada and 
Amsterdam. 

It should be apparent that futures and 
options are only for investors who are 
willing to take time to understand these 
markets. That said, they certainly offer a 
lot of flexibility. Whether you feel very 
bullish, mildly bullish, neutral, mildly 
bearish or downright grizzly, there is a fu- 
tures contract or option to suit you. For 
the investor who wants to keep things sim- 
ple, however, a few Krugerrands tucked 
away in a bank vault should prove a rea- 
sonable investment for 1983. 


Timber and cement — 
ommodiities to build on 


By A Correspondent 

he large gains (or losses) in commodity 

investment will, as always, be made 
speculating on the unexpected. Drought 
shrivelling the United States’ soyabean 
crop or hurricanes flattening the Cuban 
sugar harvest are the kind of hazard that 
makes fortunes overnight or brings pen- 
ury to participants in the most volatile and 
highly geared of all markets, commodity 
futures. A much safer way than futures 
markets to invest in commodities is 
through the companies that produce them 
— either direct investment in a particular 
company or investment in a commodity- 
based unit trust. The latter spreads risk 


Rubber: set to climb. 


across several commodities in a number of 
countries. 

. Unfortunately for the Asian investor 
who has a feel for particular commodities, 
he has little choice but to select a general 
commodity fund which includes base met- 
als and possibly oils with which he is un- 
familiar. It is always best to invest in areas 
that are familiar and to ensure that invest- 
*ment is not diluted by too many different 
areas. A general fund might mean risk di- 
versification but can also mean reward 
minimisation. To avoid such а mediocre 
performance, a selection of equities pro- 
vides realistic safety with likely gains from 
specialisation. 

When the industrialised world finally 
climbs out of recession the first thing it is 
going to do is to build up stocks of raw ma- 
terials. High interest rates in the past 
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three years drove stock levels to all-time 
lows irf many industries which could not 
afford the carrying costs of large inven- 
tories. Re-stocking has already started on 
a small scale in the timber industry. Hav- 
ing been depressed for longer than most 
industries, the housing industries of the 
US and Japan — the world's largest con- 
sumers of timber — are slowly turning the 
corner. Falling interest rates in the US 
have made home-ownership possible once 
again for large numbers of people. Even if 
the rest of the economy is sluggish through 
1989, housing has a lot of catching up to 
do, so timber companies can expect their 
best year since the late 1970s. 

In Southeast Asia, the world's principal 
source of tropical-timber exports, many 
timber companies are either private fami- 
ly copcerns or are run by the state. One 
notable exception is North Borneo 
Timber (NBT) which operates, as its 
name suggests, out of the tropical rain 
forests of Sabah. After withstanding sev- 
eral depressed years, NBT, quoted on the 
Kuala Lumpur and Singapore markets, 
has seen a firm recovery in 1982 which 
should continue into 1983. Unlike other 
hardwood loggers, NBT has nothing to 
fear from losing its concessions in a few 
years time. For unlike its competitors who 
face a total shutdown, МВТ has a 40% 
stake in a state-government soft-wood 
project that will come onstream in mid- 
decade and will more than make up for the 
loss in traditional hardwood earnings. 
Reafforestation takes 15 or even 20 years, 
so NBT has a unique advantage that still is 
not fully reflected in its share price. 


he US car industry is another sector 
showing signs of slowly recovering. 
Given that the average American car is 
seven years old, there must be pent-up de- 
mand for vehicles, and just as houses mean 
timber, cars mean tyres and rubber. Rub- 
ber stocks held by the world's depressed 
motor industry are low, but those of pro- 
ducers and the International Natural Rub- 
ber Organisation are high. Once these are 
run down — and forward prices will reflect 
this — natural rubber will continue the 
climb halted two years ago. Economists 
calculate that natural rubber has only 
threequarters of the overall rubber market 
that it could have if supply were increased. 
Therefore, once the economy picks up 
there should be plenty of demand. 
Malaysian commodity stocks could well 
be put on the list of endangered species. 
Government agencies such as Permodalan 
Nasional Bhd have acquired controlling 
stakes in so many of the old British-man- 
aged estates — Harrisons and Crosfield, 
Guthrie, Sime Darby and Barlow’s — 
while state agencies such as Felda get first 
priority in opening up new land. Hence, 
there is ап increasing scarcity value for 
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plantation shares. Even in depressed 
times, when rubber cannot manage to 
break even, price-earnings ratios average 
` 20, a rating US blue chips would envy. 

The acknowledged plantation leader in 
Malaysia is Harrisons Malaysian Planta- 
tions Bhd (НМРВ). Its high quality of es- 
tate maintenance, coupled with pioneer- 
ing research, makes it an automatic choice 
for any portfolio. It has a well diversified 
crop mix, with a higher rubber content 
than most. This will be useful when the 
world motor’ industry recovers. HMPB 
also has the largest cocoa content in its 
area. Potentially it is the most profitable 
of any Malaysian crop. 

Most large plantations have veered to- 
"wards concentrating on oil palm at the ex- 
pense of rubber. High prices and growing 
volumes have justified this decision over 
the past.five years, in particular. How- 
ever, a 30% price fall in 1982 severely af- 
fected profit margins, a fact that will shew 
through in 1983 results. Nonetheless, for 
the longer-term (and plantation shares 
should be brought ahead of the upturn), a 
couple of oil palm-dominated companies 
will broaden exposure to the plantation 
sector. 

Consolidated Plantations, бте 
Darby's subsidiary, is low on rubber and 
50 acts as a counterweight*to HMPB. 
Kuala Lumpur Kepong, controlled by the 
largest privatg plantation owner, Lee Loy 
Seng, is attractive because it continually 
has more oil palm coming to maturity, and 
hence improving profits. Furthermore, it. 
has stated its intention to diversify into 
property development, for which it has a 
considerable land bank. 

The most depressed of all commodities 
has been copper. In real terms its price has 
been at an all-time low. Sooner or later, 
the lack of investment in new mines for the 
past decade is going to mean rocketing 
prices once demand outstrips supply. 
Bougainville Copper in Papua New 
Guinea looks like the purest way of invest- 
ing in a copper recovery. The company is 
quoted in Australia. If industry in the 
West and Japan does not recover in 1983 
then Bougainville, at least, is cushioned 
by gold and silver, two commodities that 
will benefit from anxiety about the world 
economy's state. Philippine mines like 
Benguet and Lepanto will also have their 
day again. 

A more diversified approach should 
also find room for Australia's CSR. The 
traditional sugar business is unlikely to 
provide any fireworks in 1983 but a wide 
exposure to coal, iron, tin, bauxite and 
coal, besides oil and gas, should catch 
some, if not all of the bounce back in com- 
modity prices. One commodity that is 
often overlooked, because it is manufac- 
tured, is cement. Many governments in 
the region have stepped up construction 
programmes to stimulate development 
and economic activity at the same time. In 
Thailand, Siam Cement is the leader while 
in Malaysia and Singapore Pan Malaysia 
Cement and Jurong Cement look as good 
as any in a sector which is not affected one 
iota by the fortunes or misfortunes of 
economies elsewhere. 
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The professionals — past 
record, future promise 


By Christopher Wood 

W ith an army of fund managers now 
offering their services to an increas- 

ingly bemused public, this year Where To 

Put Your Money fooks at the performance 

of some competing unit trusts. Various 

Hongkong-based managers also select 


funds they expect to perform best in 1983. 


Despite the setbacks of the past year, their 
answers reveal renewed confidence in 
equity markets worldwide, especially 
Asia. But before rushing to subscribe on 
the view that the worst of the recession is 
past, it is instructive to look at how some 
of the professionals have fared during the 
past five years. Of those funds monitored, 
percentage performance has been calcu- 
lated from published offer prices and con- , 
verted into US dollars where necessary. 

First, a look at Japan funds, where a 
long-term holding has usually brought 
worthwhile returns. In the past five years 
the Tokyo Stock Exchange (TSE) index 
has risen (up to the end of November) by 
51.676; over the 12 months to November 
1982 the index came down 11.7%. How 
have the funds fared? Gartmore Japan 
Fund tops the list with a 127% apprecia- 
tion over five years, followed by Hender- 
son Baring's Japan Fund (11095). Then 
come a cluster in the 70-80% range and fi- 
nally the Save and Prosper (S and P) Japan 
Growth Fund, underperforming the index 
with just 3195. 

The past three months have seen all the 
funds pick upas the Tokyo market, helped 
by Wall Street's strength and the turn- 
around in the yen, has climbed to a new 
high. With the TSE index rising 18% in 
November and 12.1% in the past three 
months, most funds monitored have man- 
aged to keep pace with if not outperform 
it. Wardley Japan Trust leads the pack, 
rising 3096 in the past three months and 


21% in November. In recent years several 
more specialised Japan funds have also 
been set up. These usually contain a wider 
exposure to smaller companies, ог 
technology stocks, than the so-called gen- 
eral funds. Henderson Baring's Japan 
Technology Fund, for instance, has risen 
88% in the past three years against the 
TSE index's 26%. Over two years the GT 
Japan Small Company Fund has risen 
35% whereas the TSE's (Second Section) 
index has fallen by 11.695. By con- 
trast, Jardine Fleming's (JF) Smaller 
Company Trust rose 6%. At present, 
these are the only two funds specifically 
aimed at smaller companies. 

Contrasting performances aside, the 
professional managers seem, on the 
whole, to have enjoyed satisfactory re- 
turns in Japan and remain confident for 
the future, reflecting the continuing 
growth in overseas investor interest in 
Japan. But the going has been choppier in 
other parts of Asia — Hongkong, for 
example. During the past 12 months the 
Hang Seng Index has fallen by 51%. 
Those managers who failed to go heavily 
liquid early on have found themselves se- 
verely embarrassed. The result is that they 
have had less firepower to buy in at lower 
levels. 

Although until very recently there have 
been no purely Hongkong funds — Hen- 
derson Baring has just set up a Hongkong 
Fund in a move planned to coincide with 
what the managers see as the bottom of 
the market — the effect of the downturn 
can still be partly gauged from the perfor- 
mance of Southeast Asia funds. These di- 
vide their portfolios between Hongkong, 
Singapore and Malaysia with, perhaps, a 
small percentage in the Philippines or 
Thailand. Bottom of the list is Wardley's 
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brings a world of news to Hong Kong, 


To breakfast tables in all manner of select 
homes, as well as to the offices of key decision-makers 
in government, commerce and industry. 


We're a newspaper read by housewives and 
businessmen. By secretaries and managing directors. 
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Hong Kong, Asia and the rest of the world. 


It is these people who, in turn, influence the 
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to reach with messages about their quality 
products and services. 


Throughout Hong Kong, the South China 
Morning Post is widely recognised as the 
most authoritative source of local, regional and 
international news. 


Truly, we mean the world to Hong Kong. 
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Two aspects of Belgium: "The Peasant’s Dance" by Flemish Master Bruegel the Elder ; 


a 1.000 Megawatt turboalternator by the industrial group ACEC. 


You, Belgium and the BBL 


hatever your commercial aspira- 

tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 


Belgium you already know 





Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 


fifth just across the Channel. Brussels, of 


course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 

A long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highlv productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 
GNP. 


But why Banque Bruxelles Lambert? 





Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 





themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 





BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building ( ISth Floor) 
140 Cecil Street - Singapore 0106 

Phone : 223.97.81 - Telex: 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 


Banking, a matter of people 
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AE alternative for. investors i is the 
Pacific Rim — funds which inelude Japan- 
ese and Australian stocks as well. Here 
Fidelity's Pacific Fund has fared well, re- 
gistering a 6% growth over the year — the 
five-year record shows an impressive gain 
of 194% — though it must be pointed out 
that the manager also has the option to 
buy American West Coast stocks when 
Asian markets look unattractive, the 
Pacific Rim being defined. to include 
. California, and hence the fashionable 
.., companies of Silicon Valley. This is not 
«the case with Gartmore’s Hongkong and 
; „Pacific Unit Trust and Henderson Bar- 
- ing's. Pacific Fund, which have fallen by 
41% and 3176 respectively in the past 
year, the least distinguished performances 

` of those monitored in this section 



































Fes with a completely international 
portfolio are another variation, De- 
spite the wide discretion available to man- 
agers these have tended, at best, to regis- 
ter only fairly modest gains in the past 12 
months, at a time when New York's Dow 
Jones Index has managed a 17% rise and 
London's Financial Times Industrial 
Index an 11% gain. 

The best performers are Fidelity's In- 
ternational Fund (+14%), and 
Schroders and Chartered Trust (412%). 
Less impressive are JF's International 
Trust (—9%) and GT's Anchor Interna- 
tional Fund (—9.595). Positively worse is 
Sun Hung Kai's (SHK) Hongkong Equity 
Fund which, after conversion into US dol- 
lars (it is Hongkong dollar-denominated), 
has dropped by 51%. (Although an inter- 
national fund in terms of its trust deed; the 
SHK fund has tended to contain a large 
percentage of Hongkong. stocks. It is 
understood a more international invest- 
ment strategy is now being pursued.) 
The next category is the bond funds, 
where income has been added back in the 
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published prices. On the year, JF's Cur- 
'rency and. Bond Fund is best, rising 


20.595. Bottom is the S and P Interna- 
tional Bond Fund (+2%). JF is also way 
ahead of the others. on a three-year reg 
cord, up 69.596 compared with the GT 
Bond Fund's 9%, Finally, a mention of 


| Australia, where the AH Ordinaries Index 


has dropped by 32% in the past 12 months 
and remains firmly in a bear market. In 
this case, the pattern is reversed with JF's 
Australia Trust. down 40% compared 
the GT Australia — Fund 
(=27.5%).But the wooden spoon award 
must go to Gartmore’s Australia Trust, 
which has fallen by.a sickening 79.6% in 
the past two years, «io 

Attempts to draw hard conilüsions 
from a glance at the figures would be 
foolhardy. Nonetheless, it is apparent that 
the classic theory behind unit-trust invest- 
ment — that the downside.is limited — 
cannot be taken for granted. The prudent 
investor will monitor performance care- 
fully as managers, like markets, change. 

Now, for-the recommendations, which 
will be reviewed. in 12:months' time. 


Gartmore Е 
» Gartmore лш ане Pacae 
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| with new products will thrive,” says О 





‘vested in Hongkong equities. Noti 





bly” шр: опти it 

trust would be in Hongkong 
to recover in line with other world. 
kets. Gains are looked forin Ja 
an appreciating yen ánd 
especially high-technology is 
gapore and Malaysia, a more 
licy prevails. : 




























GT Management 
» GT Global Technology Fund 
vests primarily in the high-technolog 
companies of Silicon Valley, but alsc 
Japan’ s high technology. “If the wor 

mains іп recession, only, those compar 











» GT Honshu Pathfinder Fun 
signed to exploit Japan’s success in the 
plication of new technology. ee 

-»* GT Asean Hongkong Growth 
In any upturn, the first to recover w 
the. manufacturing sectors of Hongk 
and Singapore. The latter ‘is alre 
“poised for recovery.” 

Overall, GT sees 1983, with signs 
early stages of a prolonged upswing. à: 
"ideal climate for equity investment”, 
not for property or commodities... 


























Fidelity 

> Fidelity Pacific Fund: Fog investi 
in companies. "with а :ѕеа coast on: 
Pacific Ocean." “As the once-in-a-de 
bull market in Europe has now 
course, coinciding with an appalli 
formance by Asian stockmarkets 
1982 —— again this generally happen 
once in a.decade — a return to 
conditions should prevail, that. 
stockmarkets should again perform we 
says Fidelity. 

» Fidelity Magellan Fund: Investme 
in American stocks. Recommendatio 
based on fund's five-year growth record 
194%. 

Both. these funds can be boüghi 
Hongkong, though they are not registered 
there and so cannot be actively marketed. 


Henderson Baring 
» Henderson Baring Hong Ko 
Launched on December 2 and: 


rent high yields available, managers. 
“The political problem і. Бег 
and the Hongkong economy will 
from the upturn which is expected fort 
US economy and for world madin in 19 


ору shires d in computers, id 
tions, robots and biotechnology wi 
substantial rewards.": 


Jardine Fleming 
» JF South East A 


agersare A that px 








in'yen and some 40% of the portfolio.is 
currently in electronics stocks. 





Wardley Investment Services, 
_» Wardley Japan Trust: "Despite the: 
sharp recovery in the yen it can still be 
considered undervalued on any funda- 














| fit from any recovery with it: 


recovery. apan a peor would bene- 
arge capital 
investment providing highly efficient pro- 
ductive capacity.” 

The above factors point to a recovery in 
corporate earnings in the second half of 
1983, says Wardley. B 


Lo 







nce again, the REVIEW has asked 
scurities houses to provide stock tips. 
are the recommendations, witlf six 
“houses each providing three 
lections in their шкап markets: 


ED STATES . > 
Cal Tri-State (US$21.25): BanCal, 
dest bank in California, has.a book 
e of more than U$$40 per share. With 
ining interest rates, the bank might 
respectable return. Meanwhile, the 
essures of a “bought funds” envi- 
ment тау cause Baron Edmond de 
child to consider Seriously the sale 
of his 31% stake. 
Enstar Corp. (US$14.125): Assuming no 
апре in the price of oil, this company's 
rings, currently at US$3 per share, will 
iple by late 1983; cash flow per share will 
ceed the current share price. Present 
eot its reserves tops US$60 per share. 
ns World. (US$27): Trans World's 
сак up value of US$60 per share iri: 
Hilton- International. An investor 
) is seeking to initiate the spin-off of 
World's subsidiaries: Meanwhile, 
ne group may return to profitabil- 
ity as financial constraints preclude full re- 
_ placement of the aging first generation of 
; jets. — FIRST PACIFIC US SECURITIES 
(Selections by Herbert Denton, 
formerly of Donaldson, Lufkin & Jenrette [Asia].) 


JAPAN 


Having been severely punished for even 


























we are this year settling in an appreciably 
more conventional mode. Our selections: 
Fujitsu (Y975): Possibly the outstanding 
ünese. major in applied electronics, 
ch is establishing enviable market 
ares-in nascent domestic markets for 
word processors and point-o 

while fetaining plentiful e port- growth 
potential. 

Sharp (¥1,150): Aptly summarised by its 
own name: Strengthening its commercial 
















consumer electronics, a completely refur- 





hish patch in 
rice has techni- 


poe to pay off. The po ential for one tra- 





dittonal product ome a major asbes- 
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slight esotericism by 1982 market forces . 


electronics side, and-to the fore in newer _ 
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tos substitute: adds some excitement to the 
recovery potential. — W.l. CARR 


BRITAIN 
Bass (277p): Bass is the largest British 
brewing company, accounting for around 
20% of the market. There are also sub- 
stantial leisure interests involved princi- 
pally with hotels, holidays and betting. An 
improvement in consumer spending next 
year shouldbe of benefit to most of these 
activities, while the various rationalisation 
measures ündertaken over the past year 
should lead to à considerable improve- 
ment in the profitability of the dominant 
brewing business; provided that the de- 
cline in volume ceases as expected. The 
shares are on prospective price-earnings 
ratios and yields in line with the market, 
which seems too low fora.company which 
can be expected to achieve above average. 
growth over the next two years. 

Ladbroke (148p): Ladbroke іѕ а leading 
British leisure company with interests in 
betting, hotels, holidays and retail hi-fi, as 
well as substantial property interests in 
Britain and overseas. ‘Reflecting theim, 
pact of the recession’on the market for in« 
dustrial property, the latter. division will 
achieve lower profits.in the current year, 
while there has been.a setback in betting. 
Pre-tax profits should, however, be mod- 
estly ahead of £34 million (US$55.1 mil- 
lion) with the prospectof a much stronger 
advance in 1983 to £40 million with par- 
ticularly good: growth likely from hotels 
























` UNITED STATES 


Beneficial Standard 





| recovery in consu; 


‚ balance-sheetis the^ strongest of the 
| British banks; and one of the strongest of 








National Bank 










Agtional sources: United States, Dow ‘Joie di 
Average; Japan, Ti Logo. S S E 
change Index In. 
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‚ Prices adjusted for ight iris issues, 
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pending in 1983. 
Lloyds Bank (410p): Lloyds is one of the 
major British clearing banks. It is gener- 
ally agreed to have the most profitable 
domestic business and, though. it has le 

ing commitments to” i 
overseas business is also soundly run; The 





the world's major banks. die will be 
around 10% lower in 1 : 
million due.to increased bad debts, ‘but. a 
dividend increase ої 12-15% is expected: 
The shares have fallen relative to the mar- . 
ket by roughly 25% since March, and are 
trading at.a level which does not fully 
allow for future prospects or the dividend 
stream. — PHILLIPS AND DREW 


AUSTRALIA 

In the: past 12 months the All- or- 
dinaries Index has dropped from 595 to 
474, a decliné of 20%. Ourthree stocks for 
last year performed poorly — TNT:de- 
clined by 38%, Weeks Australia by 60%, 















| and National Bank Бу 15%. Our three 


stocks for 1983 are: - 
BHP (A$6. 22): Australia's leading re- 
source company has slumped from a high 
of :&$16.3 (US$15.70) in 1981 to its сиг: 
rent йене level. Asset backing 15-а 
ane conservatively stated 
A$12.42. Heavy 
losses in. the com: 
pany's steel division 


-15% ] have meant a major 
















Sankyo Seiko 


~ 19% 





Hutchison Whampoa 















Corp. -7.4% | TNT 38% rationalisation of pro- 
Portec 2% eeks Australi: = 6095 BENE OUR f 
US Industries ae | seks Pisas 0% duction facilities and 
Ein HONGKONG strong pressure for 
Р JAPAN... China Light -3j« ] government protee- 
Fujisawa‘: +7% s Hongkong Industrial tion from imports == 
Ohbayashi "E398 4. “and Commercial Bank —43,9% steel results. should 






ook 6%. 






begin to improve in 
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BRITAIN 





Barclays Bank #11% | Аста 
Booker McConnell +8:5% | Hong Fok 
Tootal 





4.8960 










SINGAPORE/MALAYSIA 


Selangor Properties 


‘the second На ^ of 
1983. Oil and gas pro^ 
“ofits; which contri- 
buted A cents per 

авт уса 






+40. E ; 


New! For travellers 
who take Asia sa 


ALL-ASIA 4 
>G 


y Most cómpleté B 


| views бако б, ФӘ / 


ыл. 4 M 


Now. in its 12th I 





The 12th edition of the АП- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how {о travel in 
Asia — from packing tBe right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


АП of which adds up to over 
680 pages of vital information 
for business and pleasure 
travellers in Asia. 


To make sure of your copy, 
send off the coupon today. 


————— M ——————— ХИСЕ 


To: Publications Division, 
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i Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. 
! Please rush me сору/соріеѕ of the ALL-ASIA GUIDE, 12th Edition.as indicated. I enclose a 
| cheque/postal order for — 11. 
i No. of copies O by surface LJ by airmail* 
ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each 
І *For airmail delivery, please add:- HK$35/US$6/£3.25/S/M$13 per copy 
| Мате 
l^ Address 


R0106AG12 
The ALL-ASIA GUIDE is 1 
published by the Far Eastern i 
Economic Review, Asia's*nost 
respected business weekly. ] 
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. earnings, will increase as new fields come 


onstream and localoil prices rise. BHP has 
beenoversoldinaclimateof gloom andrep- 
resentsan excellent pees) ao 
Gold Mines of Kalgoorlie— MK—(Aus- 
tralia) (A$8.36): There is a high probabil- 
ity that the price of gold will firm in the 
next 12 months as interest rates fall and 
the US dollar weakens, GMK has a 24.4% 
interest in Kalgoorlie Mining associates 
which operates the Mount Charlotte and 
Fimiston gold mines at Kalgoorlie. The 
break-even production cost is estimated to 
be about A$250 per oz. GMK's share of 
gold output was 36,734 oz in 1981-82 and 
mine development should raise output by 
about a third in 1983. Based on an average 
gold price of US$500 per oz, GMK would 
earn in excess of A$1 per share. 

G. J. Coles (A$2.26): Australia's leading 
retailer is positioned to achieve steady 
profit and dividend growth despite the ef- 
fects of a severe economic recession. Qver 
the past 10 years, earnings per share have 
risen an average 14.6% per annum, and 
dividends by 11.2% per annum. We ex- 
pect at least a 10% rise in earnings and di- 


= vidends in the current year. The projected 


price-earnings ratio is six and the esti- 

mated dividend yield is 8.4% — excellent 

value for a very sound growth situation. 
# A.C. GOODE 


HONGKONG 
China Ligh? (HK$12.50): Good earnings 


By Mary Lee 
Hongkong: Modern Chinese paintings 
hold great potential for new collectors — 
people with modest cash surpluses seeking 
to diversify their investments. The mar- 
ket, made up largely of middle-class 
rather than very rich Hongkong and 
Southeast Asian Chinese — a growing 
number of whom are new enthusiasts of 
Chinese culture — is attracting more at- 
tention, judging from attendances at 
Hongkong auctions and exhibitions. 
Hongkong is an important centre for 
Chinese art. With the opening up of 
China, there is increasing appreciation of 
such paintings, which are an important ad- 
junct to the Chinese virtue of scholarship. 
Awareness of market potential has also 
resulted in a proliferation of books in Eng- 
lish about Chinese painting. 

More important, however, is the rela- 
tively low cost of entering the market: 


~ HK$500,000 (US$76,200) can buy a col- 


lection of noteworthy modern Chinese 
paintihgs which, unlike porcelain, are 
easy to store — a major plus factor. (To 
build-up a collection of Imperial Chinese 
porcelain — a blue chip in this market — 
requires tens of millions of dollars.) Most 
art-investment advisers also make the 
point that modern Chinese paintings are 
still relatively undervalued. Even works 


А punt in Chinese paintings 
or blue-chip ceramics 






growth, plus a SER 
ne Coe MM: M Selon 
Chi 82. de of the fame 
looks to e in prospect for 1983. 
Hutchison Whampoa (HK$9,30): Hutchi- 
son has fallen in fine with the index to a 
level at which further downside risk 
should be limited by sizable recurrent in- 
come derived from sources other than 
property development for sale. More- 
over, a large, cheaply priced landbank 
should well equip the company to benefit 
from an inevitable revival in demand for 
residential accommodation. 
The Hongkong and Shanghai Banking 
Corp. — HSBC — (HK$7.60): The 
group's published earnings after transfers 
to inner reserves should continue to grow, 
and this fact together with a historically 
cheap rating should serve to limit 
downside risk. As regards upside, the 
sheer weight of money which will return to 
Hongkong once sentiment improves 
should ensure that stocks with large 
capitalisations do relatively well. HSBC is 
the largest company in Hongkong. ac- 
counting for 20% of the Hang Seng Index 
and around 12% of the entire stockmar- 
ket. — W. I. CARR 


SINGAPORE/MALA YSIA 

Hong Fok (8$2.09): We are sticking to our 
guns. The shares are greatly undervalued. 
Overseas United Bank loan stock 714% 
100: The Singapore banks have been de- 





by those artists in great demand, the 
values of which are appreciating rapidly, 
are going for a fraction of the cost of a 
single piece of Ming blue-and-white. 


Landscapes by Fu Baoshi (1904-65) for 


instance, were selling for HK$30-85,000 in 
1980, but fetched HK$95-160,000 at the 
Sotheby auctions in Hongkong іп 
November (two of Fu's paintings went 
beyond estimates by 40-110%). Works by 
Qi Baishi (1863-1957), noted for his flow- 
ers, birds and insects, sold at Sotheby's for 
HK$22-48,000. In 1980, when only one of 
Oi's paintings was available in the Sotheby 
auctions — compared with five this year 
— it fetched HK$19,000 (estimated 
worth was HK$20-25,000). Given that 
there are about 300 modern and contem- 
porary (that is, still living) Chinese pain- 
ters of note, the scope for building up a 
good collection is great. 

But there is one major caveat for those 
intending to build up a portfolio of mod- 
ern Chinese paintings: this field is full of 
fakes, and expert opinions on the authen- 
ticity of a work are frequently in conflict. 
A personal interest in Chinese paintings is 
therefore essential for potential collectors 
— there is nothing more disheartening 
than to be told that one has spent several 
thousand dollars on a painting of dubious 









current. ratings but, as we remain mildly 
bearish, we prefer the defensive quality of 
the convertible. 

BAT (Singapore) (S$3.24); The company 
is gradually being transformed from a to- 
bacco to a property company. Release of 
land at fts prime site in Hoe Chiang Road 
will continue when its factory is transfer- 
red to a new building in Jurong in early 
1984 and there could well be a major rede- 
velopment project. This land is becoming 
particularly valuable owing to the proxim- 
ity of the new Mass Rapid Transit station 
at Maxwell Road. On a prospective price- 
earning ratio of around 14, the shares are 
not fully reflecting the emerging property 
operations. — LYALL AND EVATT 
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Fu Baoshi painting: great demand. 


authenticity. Awareness of possible fakes 
is often uppermost in most collectors' 
minds — and whispers that paintings on 
auction are copies usually explain why a 
piece attracts bids of much less than its es- 
timated price (which usually means the 
bidding is staged and the item remains un- 
sold). Four of contemporary artist Zhang 
Daqian's works met this fate in 
November. Nevertheless, the chances of 
finding a real bargain in modern Chinese 
paintings are far greater than in most 
fields of Oriental art. 

The Chinese ceramics market, mean- 
while, lacked lustre in 1982. At Sotheby's 
November auctions here, the two most 
important items — a large Ming blue-and- 
white jar, estimated to be worth HK$500- 
600,000, and a similarly priced and very 
rare Ming yellow-enamelled dragon bowl 
were unsold. Experts maintain that, with 
prices generally dampened by the reces- 
sion, few owners of important items were 
willing to part with them at less than their 
estimated value, preferring to wait for the 
market to pick up again. As many as 108 
out of 372 lots went unsold in the 
November auctions; in May, 96 out of 354 
lots remained unsold. 
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e THE Augustinian invocatien “Lord 
make me good, but not yet" still charac- 
terises official attitudes towards corpo- 
rate disclosure in Hongkong, though the 
New Year should see some modest re- 
forms. 

Recession has given some officials at 
the highest level — though not necessar- 
ily those in the Securities Commission — 
a further excuse for procrastination. The 
old argument that Hongkong is the Swit- 
zerland of Asia and that its financial suc- 
cess is likewise built partly upon secrecy 
(Shroff, REVIEW, June 25, '82) has been 
superseded by an equally spurious one 
that it could be impolitic to change the 
rules of the game while Hongkong is 
steering through à recession. A some- 
what more plausible argument isthat too 
much reform too quickly could create a 
major "avoidance industry" and simply 
drive many companies offshore. 

The sad affair of Carrian Investments 
in 1982, of course, highlighted the de- 
sirability of greater disclosure on 
shareholdings. The publicly listed com- 
pany plunged into a liquidity crisis, re- 
quiring a rescue operation by lending 
banks, and its share price plunged below 
par value. All the while minority 
shareholders continued to believe that 
the supposed, though undisclosed, big 
names behind Carrian’s parent, Carrian 
Holdings, would bail the quoted com- 
pany out of its difficulties. But no such 
luck yet and meanwhile the existence, let 
alone the identity, of Carrian's big bac- 
kers is in doubt. 

Securities Commissioner Robert 
Fell's attitude to this is that the public 
knowingly invested in a subsidiary con- 
trolled by a holding company, and that 
the banks which lent to Carrian ought to 
have been in a position to know just who 
they were lending to, whatever the rules 
on corporate disclosure say or do not 
say. Shroff sees the argument the other 
way round; if Carrian’s ultimate owner- 
ship had been fully disclosed, sharehold- 
ers would have been able to see whe- 
ther the emperor really had any clothes 
or whether the banks were not further 
clothing the fiction of big backers by 
their liberal lending. Fell agrees, up to a 
point; and says certain lessons from the 
Carrian affair will be “taken fully: on 
board" in 1983. 

Meanwhile, he defends the fact that 
Carrian Investments’ shares have re- 
mained quoted through most of the pre- 
sent crisis on the grounds that to have 
suspended them for a (necessarily 
lengthy) period would have locked in or- 
dinary shareholders who might have 
wanted to get out. Banks in the Carrian 
lifeboat have greater access to informa- 
tion on the company — and the share 
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price rose 40% to 91 HK cents (14 US 
cents) from Dec. 23-29 on rumours that 
its creditors and joint-venture partners 
will not let it go under — but Fell sees 
them having a strong “moral obligation" 
not to take any share-dealing advantage 
of this. 

Just in case the moral climate does not 
prevail, however, dealings in Carrian 
shares are being closely monitored by his 
office. This involves brokers’ returns 
with some power to look behind 
nominee holdings, according to Fell. 
The most logical step seems to be a sus- 
pension of the shares immediately prior 
to the major announcement of. Carrian's 
rescue — or otherwise. On a similar 
note, Shroff understands the Securities 
Commission is now looking more closely 
ar Sir James Goldsmith's Hongkong 
flagship, General Oriental, shares in 





Fell: taking lessons aboard. 


which have likewise continued trading 
throughout most of a recent major ac- 
quisition (REVIEW, Dec. 10, '82). 

Ohe area in which Fell is committed to 
early action is better disclosure of share 
dealings in Hongkong. When fully staff- 
ed (by April) the relevant department 
in his office will have separate groups 
monitoring dealings and investigating 
anything unusual. Fell's other priority is 
to get companies to inform the 
stockmarket of significant commercially 
(and therefore share-price sensitive) ac- 
quisitions or disposals of assets (such as 
property) quickly and not just at the time 
of interim or final announcements of re- 
sults. At present such information leaks 
out slowly through rumour. 

Any reform here, it seems, will be in 
the context of stricter and more har- 
monised listing rules by the new stock 
exchange, which is to subsume the four 


"m 


iv Rowley and Christopher Wood 


existing exchanges. A draft should be 


circulated early this year. Fell sees a _ 


need for much closer and continuous. 


liaison on such disclosure between the — 


exchange and listed companies — as part 


of the “privilege” of being listed. Ronald | 
Li, who chairs the new stock exchange’s | _ 
committee, apparently agrees. The new“ 


exchange is not scheduled to begin deal- 


ings until March 1985, but Shroff under- — 


stands that listing requirements could be 
tightened before then to prevent com- 
panies using (their own) “subjective 

judgment” on what commercial transac- 
tions should or should not be disclosed. 

ө The property and finance-company 
bias of Hongkong's stockmarket has al- 
ways been one cause of its volatility. One 
way of broadening the market under 
consideration is something like Lon- 
don's (misnamed) Unlisted Securities 
Market. There, securities of smaller 
(often high-teehnology) companies that 
do not have the track record of com- 
panies seeking a full quota&on (nor the 

means to finance the expenses Involved) 

do enjoy a restricted listing. Fell, who 
was formerly chief executive at the Lon- - 
don Stock Exchange, feels that some- 


thing similar could work for certain - 


manufacturing and other companies in 
Hongkong. He sees a need for “long- 
term equity finance" for smaller com- 
panies not currently being met by the 
banks — a point which ideological pre- 
judice has long prevented other senior 
officials and many bankers seeing. 
€ CARRIAN watchers will have noted 
with interest the decision by Jardine 
Fleming Special Holdings (JFSH) to 
make a final call of HK$1 (15 UScents) a 
share on January 10. Failure to pay up 
makes the (partly paid) shares liable to 
forfeiture. With Carrian holding about a 
35% stake in the investment company — 
known to be pledged to a creditor bank - 
— much attention will focus on whether 
the former high flyer can lay its hands on 
the required HK$35 million at a time 
when its continued survival remains in 
doubt. 

This may explain JFSH's move to 
make the final call now — it had up to 
March 31 this year. Alternatively, JFSH, 
as managers, may simply want cash to re- 
enter the market at present depressed 
levels — the portfolio is “weighted to- 
wards Hongkong." But another effect 
will certainly be to force Carrian's hand. 
With the embarrassment of its first set of 
results, which revealed a HK$28.7 mil- 
lion write-off mainly due to the precipit- 
ous drop in Carrian shares held (Shroff, 
REVIEW, Dec. 5,82), JFSH may under 
standably want Carrian out. A point of 
interest is that Carrian managing direc- 
tor John Marshall is on the JFSH board. 
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By Susumu Awanohara 


Jakarta: An unusually long and severe 
drought last year has hit Indonesia's dry- 
season rice crop for 1982 and may reduce 
output substantially in 1983. Maintaining 
the availability of rice and keeping its 
price stable are among the government's 
ор priorities and the State Logistic Board 
(Bulog), responsible for market stabilisa- 
for staple foodstuffs, has already 
un releasing stocks onto the market. If 
Bulog wishes to maintain its stock level 
ear, when domestic procurement is 
xpected to slow down, increased imports 
ісе аге unavoidable. There is concern 
ay drive world prices up in the thinly 
d rice market as well as have an im- 


ving index for Jakarta is over 
and it gogs as high as 17% in other 
‘of thescountry. Agriculture still ac- 
r about 30% of the total national 
added (at constant prices) and 
If of this comes from rice produc- 
us a 10% decline in rice output 
It in a 1-1.5 percentage-point 
| gross domestic product growth. 
1 Indonesia has made great 
s in increasing rice output, it re- 
the world's biggest importer of 
til а few years ago, spending more 
US$700 million in the recent peak. 
ar of 1979-80, Large rice imports this 
ar would constitute a painful drain on 
ready scarce foreign exchange. - 
“After. two record.years in 1980 and 
81, 1982 started smoothly with the har- 
ting of another bumper. wet-season 
ор. This crop, which js normally planted 
j om October to December when the rains 
jme and is harvested in February-April, 
counts for two-thirds to three-quarters 
the year's total output. By mid-1982, 
€ authorities were predicting another re- 
cord output of 23.5 million tonnes of (mill- 
ed) rice for the year, compared to 20.2 
million tonnes in 1980 and 22.3 million 
tonnes in. 1981. 
= But the dry season was particularly dry 
last year and the rainy season slow to start. 
el orological data suggest that. rainfall 
ovember in major rice-pro: 






(Java, Bali and. south. 
at best 3096 of the average 


over the previous 30 years. This has af-- 

ед. the dry-season crop (planted in 
May-July and harvested in September- 
November) even though this crop is usu- 
ally in irrigated areas and is less sensitive 
| to rainfall than the wet-season crop. More 
' seriously, late rains have forced postpone- 


crop by one or two months. 
78 










ment of the planting of 1983's wet-season . 


[ овога hits Indonesia's taple food — па {һе'еНес1в соша 
be far-reaching, both for the сону and the world 





Signs are that the rainy season has fi- 
nally started in many rice-growing areas, 
, but it is not clear how liberal the rainfall 
" will bé. The loss of about six weeks, or a 
quarter of the season, does not necessarily 
mean a 25% drop in the wet-season crop, 
experts say. But an output decline of an 
eighth is quite probable. 

The government has been slow to revise 
estimates downwards. Recently, how- 
ever, officials have hinted that the 1982 
output may not reach projected levels. 
The Department of Agriculture, which 
provides one of several estimates, revised 
the 1982 output figure downwards from 
23.8 million tonnes to 22.8 million tonnes, 


S 
Java rice harvest: decline on the cards. 


Sepie ) OF 
tonnes in August, and reached 314, 000 





tonnes in November. A Bulog official has 
stated that release of stocks will peak at a 
record 400,000 tonnes in December and 
will continue at fairly high levels until 
March, when the new wet-season crop 
should start coming in and Bulog becomes 
a net buyer of rice on the domestic mar- 
ket. 

Bulog's selling operation, which | is 
meant to keep prices stable, has so far fol- 
lowed the normal seasonal pattern, but 
the amount released since last September 
has been considerably higher than the 
year before and is also higher than during 
late 1979, when Indonesia faced a similar 
but less serious rice problem. Bulog has 
been in command of the situation up to 
now, but its public statements. are 
(perhaps deliberately) on the optimistic 
side. Some feel that release will have to 
continue at record levels in the early part 
of this year and that the delay of the wet- 








though the department claimed this was 
simply a result of using a lower conversion 
ratio between milled rice and dry paddy. 
The latest estimate by the United States 


Embassy, which monitors the grain situa- 


tion closely, is 22.3 million tonnes, just a 
marginal 100,000 tonnes above last year's 
figure. The same US Embassy réport also 
gives a "very preliminary" estimate of 
1983 output at 20.3 million tonnes, or a re- 
duction of 996 from 1982. Some feel the 
American projection could prove optimis- 
tic. 


Bi has already stepped up its selling 
operationis throughout the country to 
prevent rice-price rises. Prices rose slowly 
through August-October (an estimate by 
Bulog shows an average retail price of rice 
in-urban areas in October of Rps 272 (40 
US cents) a kg. compared to the. 1981 


average of Rps 226, but upward pressure 


season harvest will prolong the period of 


‘heavy market-selling. Farmer- and mer- 


chant-held private stocks are small even at 
normal times, but some observers. feel 
they are now run down. 

It is being speculated whether and when 
Bulog will replenish its stock, standing at 
2.2 million tonnes in early December. 
One theory propagated by some Bulog of- 
ficials is that the board will run down its 
stock to about 1 million tonnes by early 
April, when the new financial year begins, 
and then decide how much to buy. This 
looks plausible, given that Bulog has had 
an opening stock (as at April 1) of consid- 
erably less than 1 million tonnes for many 
years. It is only in the past few years that 
the opening stock has reached the 2 mil- 
lion-tonne level, which is desirable but 
not essential, it is argued. 

Another theory is that Bulog will try to 
maintain its rice stock at high levels and 
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down sharply this ye 
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a fall in output leads f 
their marketed surp 
output decline, pres 
of not being able 
` priced rice-later 
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as in a good year. 
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to Rps 0.145, st 
season crop. 


T US Embas ys id 
ports of 2.5 million tonnes for 1983, 
compared to 














Bulog s stock will d 

tonnes as at Janua н to 1.4 million ton- 
by n 1. 1983, according to 

А „A rice, import of 2.5 million 







' a tonne, it would add US$600 million to 
< the import bill and to the expected large 
. eurrent-account deficits for 1982-83 and 
‚198 And an added demand from In- 
de of over 2 million tonnes on the 
small world rice market is bound to push 
ргісеѕ ир. Unlike wheat, most of the world 
. rice output is consumed where it is pro- 
duced and world trade in rice has totalled 
only about 13 million tonnes in the past 







few.years. 
Bulog, however, has learned its lesson 
since 1972 — another year of severe 


drought. In that year the board's stock was 
particularly low and there was little ad- 
vance warning of a serious shortfall in out- 
put. When Bulog belatedly turned to the 
world market, it found that the Asia-wide 
drought had driven prices up. Many blame 
the higher price of rice for a great part of 
the inflationary spiral which raged during 
1973 and 1974. Since then Bulog has im- 
proved its storage facilities, monitoring 
system and method of operation. It has 
also become a sophisticated buyer of rice. 

Indonesia remained the world's biggest 
importer of rice until 1981, buying about 2 
million tonnes ànnually for four years run- 
ning during 1977-1980. Purchases were 


particularly heavy during the financial | 


year of 1979-80, ending in March 1980, 
when total foreign procurement topped 
2.5 million tonnes. But it is argued that 
Bulog did quite well in these deals, obtain- 
ing the needed riceat low prices. In theab- 
sence of an organised commodity market, 
buyers. and sellers оѓ rice meet and 

`, negotiate on a bilateral basis. Apart from 
dealing directly with relevant agencies of 
exporting countries. (Thailand, Burma, 
< Pakistan, Taiwan and others), Bulog 
probably buys through dealers. The trick 
to buy quickly and quietly. Fortunately 
: sia, rice stocks are quite high in 
















Anew, ИТЕ inda жей with Vietnam indicates. 
the Soviet Union's desire to reassure its Asian ally — 


By Ton Long 


protocol on goods exchange and pay- 
ments for 1983 between Viétnam and 
the Soviet Union was signed in Hanoi in 
the first week of December by the fespec- 
tive deputy ministers of foreign trade. It 
followed the eighth session of the Viet- 
nam-Soviet Union Commission on 
Economic, Scientific and Technical Co- 
operation attended by Vietnamese Vice- 
Premier Tran Quynh and his Soviet coun- 
terpart, V. N. Makeyev. 

The commission, which | oversees 
economic relations between the two coun- 
tries, also examined measures to expand 
economic links. Hanoi's official Vietnam 
News Agency (VNA) reported that the 
value of goods supplied by the Soviet 
Union “will top the 1982 figure,” though 
no amount was disclosed. Radio Moscow, 
however, added that Soviet exports will 
increase by more than 30% over this 
year's figure. 

Vietnam will receive raw materials and 
fuel — cotton, fertiliser, steel, non-fer- 
rous metals and petroleum — and capital 
goods (machines and quipment). In re- 






turn, Hanoi will supply the Soviet Union | 
with rubber, tea, coffee, ‘ti |, handicraft | 


items and fresh vegetables. and fruit, the 
value of which will'also increase compared 
to 1982, said VNA.. 


According to recent official statistics, | 


the Soviets supplied Vietnam in 1982 with 
200,000 tonnes of grain, 550,000 tonnes of 





US$950 million in 1981, 


Soviets are helping to bu 
| coal-burning electric plant in. 
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nitrogenbus fertilisers and about 1 
lion tonnes of oil and oil products; 
senting all Vietnam's oil needs. Int 
vious year, more than 3 million tonnes 
Soviet goods were supplied to Vietna’ 
accounting for almost 90% of Vietnam 
total import volume. Western source: 
timate that the Soviet Union enjoyed 
trade surplus of nearly US$800 mi 
with Vietnam in 1981, almost double t 
amount of 1980. : 

One: reason for this increase was t 
trebling of Soviet oil prices, from R 
(US$53.30) per tonne to КЫ 140 
tonne in mid-1981. Consequently, 
nam reportedly had to cut back o 
other imports since the value of its oil 1 
ports: increased from 5-10% in prev 
years to about 18% of total import уа 
in 1981, according to Western soufe 
However, the effects of higher oil 
on. Hanoi's balance of payments 
lieved to be offset until the emd of 1 
increased financial assistance om 
Soviet Union. | 

Soviet economic aid was wc th 























































Western estimates. Most of this: 
series of projects already under 








with a planned capacity of: 640,000 
the first phase of which is expected t 
finished 1 in 1983 with an initial output 
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gions of the world. including advice on structuring international investinents such as real estate tp | 








ating. 
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120,000 kws. Work continues on the Hoa 
Binh hydroelectric'plant on the Da river, 
northwest of Hanoi, with an expected ca- 
pacity of almost 2 million kws when it 
comes on-stream in 1986-87. ' 

The Soviets have also helped in the 
building of the Thang Long bridge (5 kms 
long) near Hanoi, the enlargement of 
Haiphong port with more jetties, and 
many other projects in various sectors, in- 
cluding coal mines and machinery plants. 
А combined Soviet-Vietnamese company 
has been drilling for oil and gas on the 
southern continental shelf according to an 
1981 agreement on oil and gas. The 
Soviets took over the job after contracts 
for offshore drilling between Hanoi and 
oil companies from Canada, Italy and 
West Germany expired in 1981 with no 
commercial finds. In return for this assist- 
ance, Hanoi has been supplying more 
tropical products and goods to the 
Soviet Union, especially to the Sovietfar 
East. 


hile the economic negotiations are an 

exercise between Hanoi and Moscow 
whereby products to be imported or ex- 
changed are specified and economic as- 
sistance and obligations are pledged, they 
can*sometimes indicate the state of rela- 
tions between the two counfries. The im- 
portant agreements on economic assist- 
ance and trade scheduled to take effect in 
1981 for the Vietnamese Five-year Plan 
(1981-85) were delayed due to differences 
between Hanoi and Moscow during the 
first part of 1981, when their relations 
were reportedly strained. 

Through discreet talks conducted by 
politburo member Le Duc Tho lasting 
most of June 1981, the five-year economic 
cooperation agreement was finally signed 
in July 1981. The 1981-85 trade. agree- 
ment, setting the framework for the an- 
пиа! trade protocol for each of the next 
five years, was also concluded in the same 
month. 

There was a month's delay for the an- 
nual trade agreement for 1982 which was 
signed on February 11, 1982. In contrast, 
the trade protocol for 1983 was actually 
signed one month before it is due to take 
effect and the negotiations appeared to 
take only a few days. The new Soviet lead- 
ers apparently took the opportunity to 
give Vietnam clear assurance of their con- 
tinuing support. In his meetings with Pre- 
mier Pham Van Dong and Le Duan, as 
well as in the negotiating sessions in 
Hanoi, Makeyev reiterated that the “gov- 
ernment and the people of the Soviet 
Union always stand side by side with the 
Vietnamese people," and that the Soviet 
Union will “enhance our assistance to and 
multiform cooperation with Vietnam . . ." 

On the Vietnamese side, the top leader- 
ship has become more sensitive to the ex- 
pressed apprehension from the Soviets 
about waste and inefficiency in the use of 
their aid. Dong and Quynh emphasised 
repeatedly їп their meetings with 
Makeyev that the Vietnamese would do 
“their best to make Soviet assistance and 
cooperation most effective for Vietnam's 
economic development." a 


Club for the | 


clobbered - 


Asian businessmen hit . 
by protectionism float 
an EEC of their own 


By Thomas Chesser 

Seoul: Leading businessmen from the pri- 
vate sectors of several Asian countries re- 
cently met in Taiwan to discuss the pos- 
sibilities of creating a regional economic- 
cooperation grouping modelled after the 
European Economic Community. The 
proposal was only an idea in 1981 — but 
now it has been put down on paper. And if 
proponents have their way a private-sec- 
tor, grassroots organisation centred on its 
own regional trading bank will be 
launched within the next few years. 

The businessmen who attended the con- 
ference are members of their respective 
chambers of commerce and industry from 
South Korea, Japan, Taiwan, India, the 
Philippines, Australia, New Zealand and 
Indonesia. The group met as part of the 
four-day ninth general assembly of the 
Confederation of Asian Chambers of 
Commerce and Industry (CACCI). 

The idea for an Asia Pacific Economic 
Community (Арес) first came to be taken 
seriously in May 1981 when the same dele- 
gates met in New Delhi. Then it was 
turned over to a steering committee. At 
the latest meeting, the steering committee 
and CACCTI's board decided to hire the 





LE 
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Steel: basis for agreement? 





Manila-based accounting and manage- 
ment consulting firm of SGV to carry out a 
feasibility study on the idea. 

One of the major proponents of Apec is 
Chung Soo Chang, the president of the 
Korean Chamber of Commerce and In- 
dustry and vice-president of CACCI. *We 
are not out to change the present system 
overnight," Chung said on his return to 
Seoul. *It may be a decade or longer be- 
fore such an organisation can achieve the 
cooperation, clout and political recogni- 
tion of something like the EEC." 

Chung and proponents from other 
countries say they are content to start 
small. Present discussions centre round an 
idea to create an umbrella organisation to 
help coordinate trade and economic co- 
operation between existing trade organi- 


Aid still decamping 


Economic stagnation in the developed world 
means less largesse for needy nations 


By Malcolm Subhan 

Brussels: Continued stagnation in Or- 
ganisation for Economic Cooperation and 
Development economies has been re- 
flected in their aid to developing coun- 
tries. In 1981, the aid provided by the 18 
highly industrialised countries rep- 
resented on the OECD's Development 
Aid Committee (DAC) declined by about 
3%. Opec aid also declined and in real 
terms was the lowest since 1973. (Donors 
include Australia, New Zealand, Japan, 
the United States and the major European 
Economic Community and Scandinavian 
countries.) 

The latest DAC annual review of aid 
and development prospects notes that 
"never before have so many countries 
simultaneously reached their days of 
economic reckoning.” And near-term 
economic forecasts for OECD countries 
offer no hope of a "strong breeze to propel 
developing nations on a broad and rapid 
economic advance." 

The prospects are for very restrained in- 
creases in official development assistance 





(grants and soft loans) from DAC coun- 
tries, while Opec aid is likely to be af- 
fected by reduced oil revenues. Lending 
by commercial banks to non-oil-exporting 
developing countries should continue at 
roughly the same level (in nominal terms) 
and at lower interest rates. The banks, 
however, will favour countries making the 
most extensive structural adjustments, 
especially in Asia. 

While developing countries should 
benefit from a continuing decline in real 


OFFICIAL AID FLOWS TO 
DEVELOPING COUNTRIES 


US$ million, 
1981 prices and — 


exchange rates | 1980 | | 1981 | 119; 


DAC 26,446 | 25,635 
Opec 8,855| 7,83 
CMEA (Comecon 2,088] 2,12 


DAC: Development Aid Committee. 
ОРА: Official Development Assistance. 
Source: OECD 
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the United States, Canada, хе Zealand, 
Australia and Japan among others. 

Once an umbrella organisation has 
been launched, plans call for a regional 
merchant-trade bank to be set up to an- 
chor it. Talks towards the creation of the 
(already titled) Asia Pacific Trade Bank 
have been slated for CACCT's next execu- 
tive board meeting scheduled for this year 
in New Zealand. Depending on the suc- 
cess and support A pec receives after a few 
years, members would be asked to drop 
competing or conflicting trade affiliations 
and unite behind Apec. Eventually, ac- 
cording to the CA scenario, the pri- 
vate-sector institution can seek political 
endorsement. 

The concept of Apecis entangled with a 
number of ifs and buts, and many Asian 
trade analysts wonder whether Asian 
countries would wish to join any trade or- 
ganisation which includes Japan as a 
member, fearing it would give that coun- 
try even more control over the region’s 
trade. But whether or not Apec becomes a 
reality is not as important at present as 
why the idea came about in the first place, 
say international trade analysts. Normally 
open-minded Asian businessmen, “hurt 
by the state of the global economy and still 
reeling from . . . growing protectionism in 
the West, appear now to be going on the 
defensive,” explained one Western trade 
analyst. Meanwhile, Chung remains op- 
timistic. “The EEC started out with steel 
and coke agreements,” he said. “It took 20 
years for it to get from the idea stage to 
where it is now. ш 


oil and grain prices, the most promising 
source of early relief for many of them is 
likely to be the expected recovery in prices 
of industrial raw materials. The DAC re- 
view notes that trade liberalisation and ex- 
pansion will lead to a more economically 
rational division of labour and improved 
prospects for worldwide economic ex- 
pansion. An open international trading 
system is all the more necessary, how- 
ever, in view of the gains being made by 
.the so-called second-tier countries in 
raising their exports of manufactured 
oods. 

These second-tier countries include the 
Asean countries (except for Singapore) as 
well as Macau and Sri Lanka. Their 
emergence is related to the phenomenon 
of the newly industrialising countries 
(NICs include Singapore, South Korea, 
Taiwan and Hongkong). The pull exerted 
by the NICs has been especially important 
in the development of the second-tier 
countries in Southeast Asia. Paradoxi- 
cally, these countries as a group have also 
been favoured by the protectionist pres- 
sures in industrialised countries to limit 
imports from the NICs. The Multi-Fibre 
Arrangement, for example, has encour- 
aged firms in Hongkong, Taiwan and 
South Korea to make garments in coun- 
tries with more favourable quotas, such as 
those in Asean. ш 
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Sony feels the pinch _ 


Japan's Sony Corp.'s consolidated re- 
sults for the year ended Oct. 31, 1982, 
showed a 31.5% decline in net profits to 
*45.82 billion (US$187.4 million) on 
sales up 6% to € 1.11 trillion (3€ 1.05 tril- 
lion previously). 

Citing the worldwide recession and in- 
tense price competition, especially 
within Japan, Sony reported domestic 
sales down 7.2% to 254 billion and ех- 
port sales up 11.4% to ¥830 billion. 
Sales of video tape-recorders increased 
by 30.8% to 1.9 million units, represent- 
ing 4276 of total turnover. Sony hopes to 
sell 2.2 million units this year, though in- 
ventory levels have been rising. An offi- 
cial reportedly said that current monthly 
output is about 150,000 sets against pro- 
duction capacity for 200,000 sets. 


. 
ICI’s second-half blues 
Chemical group ICI Australia Ltd suf- 
fered a sharp drop in earnings in the sec- 
ond half, resulting in a 33% fall in net 
profits for the year to Sept. 30, 1982, to 
A$31.2 million (US$30.3 million). Sec- 
ond-half earnings were down by 4875 to 
just A$14.3 million. Group revenue rose 
4% on the year to A$1.31 billion. Re- 
sults were hit by higher interest and de- 
preciation charges. The interest bill rose 
to A$28.5 million (A$23.6 million previ- 
ously) and the depreciation provision to 
ASSS million (A$51.5 million previ- 
ously). The tax bill dropped to A$27.8 
million (A$47.4 million previously). A 
final dividend of 9 A cents per share has 
been recommended, taking the annual 
payout to 15 cents per share. 
— BRIAN ROBINS 


The strait and narrow 


After reporting annual increases in net 
earnings of more than 40% in each of the 
previous three years, Malaysia's biggest 
publishing group, the New Straits Times 
Press, announced only a marginal rise in 
the 12 months ended Aug. 31, 
Post-tax income was just 4.5% higher at 
M$19.2 million (US$8.2 million) and 
would in fact have fallen if the group had 
not over-provided for taxation in 1980- 
81. Gross profits were M$1.1 million 
lower at М$31.1 million. Turnover 
maintained the momentum of recent 
years, however, with a 21.2% gain to 
M$142.1 million. 

Advertising sales rose from M$68.5 
million to .2 million, according to 
group financial director Mohamed Nor 
Yusof, while circulation revenue in- 
creased by M$10 million to M$47.1 mil- 
lion. The group's Malay-language news- 
papers showed the strongest growth, 


Declining sales of audio equipment. 
and TV sets contributed to the slower 
overall growth. Total audio,equipment. 


sales fell 16% while sales of TV sets were | 


down 11.5%. In addition, interest | - 
charges increased by more than X 10 bil- | 
lion due to high interest rates in the Unit- | 
ed States. HAT 
Sony is aiming to increase total sales 

by 10% for the year ahead but the com- 
pany is reluctant to make any profit fore- 
cast because of the difficult business en- 
vironment. It will continue to limit pro- 
duction in the first half, not expecting 
any rapid recovery in demand. Net in- 
come per share is #199, down from 
#292 previously. The full-year dividend 
was ¥44, up from #35 previously. 

— KAZUMI MIYAZAWA 


with Berita dHarian's average sales ‘up 
63% at 207,000 copies and Berita 
Minggu 40% higher at 267,000. The 
English-language New Strait® Times re- 
corded a more modest gain of 7,000 
copies a day to 202,000, while the New 
Sunday Times’ circulation added 13,000 
to reach 250,000. 

Improvements in circulation and ad- 
vertising, however, were offset by higher 
wage and newsprint costs and by losses 
at two subsidiaries. New Straits Times 
Properties, a wholly owned property- 
development subsidiary, and 70%- 
owned Berita Publishing, a magazine 
and book company, both went into the 
red — JEFFREY SEGAL 


Tifico's teething troubles 
Teijin Indonesia Fibre Corp. (Tifico), 
one of the major producers of polyester 
yarn in Indonesia, recorded a 32.196 
drop in after-tax earnings to Rps 5.7 bil- 
lion (US$8.4 million) or Rps 922 earn- 
ings per share, despite an 11.3% sales 
growth to Rps 69.9 billion for the year 
ended June 30, 1982. Apart from the ex- 
piry of its tax holiday, making the com- 
pany liable for its first corporate-tax pay- 
ment, the substantial decline in earnings 
was due to higher than usual non-operat- 
ing expenses. Tifico amortised entirely 
its pre-operating expense, sold some 
equipment at a loss and suffered major 
foreign-exchange losses due to heavy US 
dollar borrowing. But despite the fall in 
earnings, the company аппоџпсефа di- 
vidend of Rps 1,100 per share, similar to 
1981's. Tifico expects conditions to de- 
teriorate further in the year ahead. As a 
result, production efficiency is being im- 
proved and new products developed. 
Conversion works have also just been 
completed to enable the use of alterna- 
tive raw materials. | —MANGGI HABIR 











poems were mixed i ina holiday- 
с Ж shortened period. Tokyo maintained 
| its recent momentum but interest dwin- 
led in Kuala Lumpur while Singapore 
lost ground оп low volume. The strongest 
market was New Zealand, which rose 
8% over the period. 
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Fraser’s Industrial Index, not reacting to 


Wall Street, gained just 6.06 points to 
close at 2,529. 47. Turnover sank 35% t0 a 
five-month low of only 12.4 million units. 





With fewer than 700,000 units traded, vol-- 


ume leader was. Malayan United Indus- 
tries (MUI), which finished at M$3.68 
(US$1.59), 2.M cents higher. MUI-sub- 
sidiary Central Sugars showed the biggest 
rise, jumping M$1.40 to M$12.50 while 
the heaviest loser was refrigerator and air- 
conditioner manufacturer Electrical and 
Allied Industries. 


Singapore 

Fraser’s Industrial Index shed 42.23 points 
in a holiday-shortened period to close on 
Dec. 27 at 4,099.29, The Straits Times In- 
dustrial Index finished at 725.11. The mar- 
ket was closed on Dec. 24. The selling, in 
which blue chips featured; occurred in low 


turnover. On the final day.of the period: 


jotal turnover amounted to just 3.18 mil- 
lion units, one of the lowest figures seen 
since July. Investors were said to be 
liquidating their positions on the expecta- 
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China. The stock closed ‚аі $$2.70 


shortened perio to Dec. 24, with’ 











Promet Bhd. Interest was attracted by the 
Kuwaiti Government's purchase. of а 
minority stake in the company and by the 
discovery of oil and gas in Promet's 10%- 
owned concession in the Gulf of Beibu off 


(US$1.25). 


New Zealand 


The strong rally ‹ continued, with the index 
recovering much of the ground it fost dur- 
ing November’s straight fall from 645 to 


:590. On Dec. 23, the final trading day of 


the holiday-shortened. period, the index 


clog d.at 636,96. The extent of the rally 
not a little tc 


















mit any pressure on prices before ће im- - 


portant Dec. 31 balance date. The market 


was due to re-open on Jan. 5 following the 


lengthy holiday period. On past experi- 
ence, prices could hold up on light volume 
initially but by the end of January differ- 
ent perceptions and рон тау prevail. 


Australia. 


Australian sharemarkets recovered some 
of the ground lost recently in the holiday- 
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ay 
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news that Rama Tower Corp. proposed to 
роз of its hotel at Silom Road, coming | 
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the group's massive losses 
for the first nine months, had no apparent 
impact on the market. Average daily turn- 
over was Baht 13.1 million (US$584,821). 

The Book Club Index posted a gain of 0.37 
points to close the period at 109. 


No clear trends in the market emerged 
during the period “The central bank's po- 
licy of permitting. a reasonably «loose 
money supply during the Lunar New Year 
period seems to be balancing out the ef- 
fects of investors selling stock: as Lunar 
New Year apptoaches. The- average 
weighted price index lost a point to close 
at 438.46. The average volume. traded 
dropped to NT$376 million (US$9.2 mil- 
ion) 


Hongkong 

In a shortened period the ане edged 
forward 10.53 points for the Hang Seng 
Index to close at 764.65 on Dec. 24. Vol- 
ume was well down, averaging. just 


-HK$61.8 million (US$9.4 million) daily in. 


a period confined to two full trading dayg 
and two half-day sessions. Troubled Car- 
rian Investments remained the focus. of 
rumours, with speculation growing that 
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higher at 82 HK cents. Otherwise tr: 
was dull in the lead-up to the Christm: 
holidays. 


Manila 


Only 264.3 million shares changed han 
but they were worth P44.7 million (US$ 
million) as: value turnover was swell 

big transactions in newly: liste | 
tropolis Development and: seldom-trade 
Tobacco Fluecuring. Metropolis, a 
erty-based subsidiary. of Banco Fili 
Savings “Bank, moved. 224,000 


"worth P33.6 million orm 


total business, The share: 
value of P100 each, were b 
The price trend was gener 


except on Dec. 27 when mines finally | 


sponded to better overseas news on 00 
per and gol *With a long weeken 
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Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


Announcing The All New 24th Edition 
We give you Asia, 
minus the mystery, 
minus the 
Asia 1983 Yearbook 


myth: 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Evéry week, every year, the REVIEW's cbr- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tekyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Heview 
can. 


Soft Cover: HK$110/US$16.95/£9.95/S/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HKS39/USS$6/£3.50/S/M$13.50 


pem — a — —— n Re НИ 
R0106Y3 
To: Publication Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Tre Weekly Magazine of Aen Putri 


Please rush me copy/copies of the Asia 1983 Yearbook as 
indicated. | enclose а cheque/postal order for 


Name 


Address 


City Post Code _ 


Country 


Asia 1983 Yearbook (Soft Cover) Е 
Price: HK$110/US$16.95/£9.95/S/M$38.50 each 

No. of copies O by surface by airmail" 
Asia 1983 Yearbook (Hard Cover) 

Price: HK$130/US$19.95/£11.75/S/M$45.50 each 


No. of copies LJ by surface LJ by airmail* 
*For airmail delivery, please add — HK$39/US$6/£3.50/S/M$13.50 
per copy 
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LETTER FROM SEYCHELLES 


hey call it the Garden of Eden. It has 

coral sands, clear blue seas, jungled 
peaks, exotic flora, swaying palms. Add 
isolation and the social mores of its 
mixed-blood, rapidly growing and 
mostly unmarried population and it 
comes closer than most to the primeval 
beauty claimed by the tourist brochures. 

Seychelles also has another claim to 
belong to a better world, one not bound 
by economic laws, à creative one where 
supply always equals demand. The 
Seychelles rupee is one of the strongest 
currencies in the world. In 1981 it was re- 
valued by 15% and during the first half 
of 1982 continued to strengthen despite 
declining foreign-exchange receipts, a 
ballooning current-account deficit, de- 
clining gross national product, capital 
flight, rising unemployment and huge 
public-sector deficits. 

The reason for this other-wordly 
achievement of the rupee lies in the 
Marxist minds of Seychelles! rulers, 
who simply decreed а 





one is wary. For such a small place, many 
are in jail. Feuds in small communities 
— Seychelles has only 60,000 people — 
are something akin to family feuds. Bit- 
ter, silent, inward-looking. There are 
coup rumours, and whispers of arrests. 
There is an unwillingness to talk to stran- 
gers. People stay at home after dark. 

The tourist can fail fo notice any of this 
— though he cannot fail to spot the 
ubiquity of slogans, and of pictures of 
Rene. In many ways, things run quite 
normally. The administration is a fairly 
smooth-working British colonial hold- 
over. The monetary authority produces 
accurate, up-to-date statistics. Foreign 
technicians, mostly paid by aid program- 
mes, are everywhere. The utilities work. 
There is no petty corruption. People are 
reasonably fed, clothed and housed. The 
standard of living is higher than any- 
where in Africa. But there is no doubt 
that things are going sour. 

Rene came to power through a coup in 





Meanwhile, aid seems to have 
peaked. Rene will probably be able to 
play off donors against one another. And 
for Seychelles, even US$1 million goes a 
long way. But, with foreign-exchange re- 
serves dwindling and the government 
having to rely to a growing extent on bor- 
rowing from banks and the monetary au- 
thority to meet ever-growing deficits, ex- 
pectations are in for hard knocks. Al- 
thou£h banks, most hotels, one or two 
large and most small businesses remain 
in private hands, Rene has bought or 
bullied out of existence a large part of 
the private trading sector. Meanwhile, 
16 government corporations have 
sprung up, ranging from Seychelles 
Electricity Corp. to the Floral Landscap- 
ing and Gardening Co. 





strong currency. For 
them, the Seychellois 
have not yet arrived at 
the Gaglen of Eden. 
But, thanks to their re- 
volutionary leader, Pre- 
sident Albert Rene, and 
the vanguard role of the 
Socialist People's Pro- 
gressive Front (SPPF), 
they are on their way. 
However, even in Sey- 
chelles, apparently, para- 
dise needs outside help. 

First, a couple of 
hundred charming fel- 
lows in  battledress 
kindly loaned by the 
tribune of Third World 
socialist failure, Julius 
Nyerere of Tanzania. 
They kept Rene in power in the wake of 
an army mutiny last year, and their pre- 
sence helps deter counter-coups like the 
mercenary-backed bid in November 
1981. 

Secondly, loans and grants from just 
about everywhere you can think of: Brit- 
ain, for ex-colonial reasons; Algeria, 
Libya and Cuba, in the cause of progres- 
sive struggle; the United States, the 
Soviet Union, China and India, for In- 
dian Ocean strategic reasons; France, to 
preserve its cultural connection. 

The main economic support of this is- 
land being force-marched to socialism is 
the spending of capitalist tourists, mostly 
from Europe, but some from Japan and 
Hongkong. However, the nation is fac- 
ing severe economic difficulties at a time 
when opposition to translation of 
socialist theory into practice, a one-party 
state, the decline in personal freedoms 
and the unpopularity of the Tanzanian 
dependence is growing. 

The government is nervous and every- 








Soviet warship visiting Seychelles: waiting in the wings. 


1977 which overthrew the established 
order represented by the amiable, 
elected but somewhat corrupt regime of 
the “haves” led by James Mancham. It 
was good timing. Tourism was in the 
middle of a boom which pushed the 
number of visitors from 37,000 in 1975 to 
78,000 in 1979. Hotel investment 
boomed too. National income grew 
apace and Rene was able to spend heav- 
ily on social projects without increasing 
taxes. Big efforts were made to improve 
education and health, and the old and 
sick were provided with pensions. 


qo was painless and apparently 
profitable. But it was not to last. 
Tourism's first setback came in 1980, 
with rising airfares hurting this distant 
destination. It fell further in 1981 asa re- 
valuation of the rupee put very ordinary 
hotels into the luxury price bracket. Ar- 
rivals fell to 60,000, Since the mercenary 
attack and the mutiny it has slumped to 
1975 levels. 





1 Most аге losing money. 

If the government's at- 
titude to private owner- 
ship has affected only the 
few, its political attitudes 
have affected everyone. 
They may be able to ig- 
nore the flags and songs 
of the SPPF and other 
emanations of a people's 
democracy such as the 
People's Militia. But 
there is deep opposition 
to a revolutionary educa- 
tional experiment known 
as the National Youth 
Scheme. which displaces 
two years of secondary 
education with a pro- 
gramme which is sup- 
posed to teach farming 
and practical skills, but which includes 
à hefty dose of political education. In- 
fluenced by leftist idealists from West- 
ern Europe and by Cuban models, the 
programme and its ideology have speed- 
ed up the emigration of skilled Seychel- 
lois. 

Like many leaders who start as well- 
intentioned idealists, Rene seems to 
have become trapped by his own self-es- 
teem and ideological simplicity and by 
his responses to threats. 

He knows he can count on Nyerere's 
Tanzanians. And always at hand in the 
Indian Ocean, to come steaming into 
harbour when political tensions rise, are 
ships of the Soviet fleet. 

Hemmed in by his friends as well as his 
enemies, Rene will find it hard to reverse 
his policies to broaden his domestic ap- 
peal and achieve the sort of economy 
which can support his social spending. 
But if he does not, paradise is likely to be 
increasingly divided, and poorer. 

PHILIP BOWRING 
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Opening the door to Ho 
Maj. Archimedes Patti, of the United 
States Office of Strategic Services, pub- 
licly appeared beside Ho Chi Minh on 
September 2, 1945, in Hanoi, when Ho 
proclaimed the Democratic Republic of 
Vietnam and issued that declaration of in- 
dependence whichPatti had helped him to 
draft. 

The major's action in по way corres- 
ponded with. US Government instruc- 
tions, as Patti was in Hanoi only to arrange 
for the Japanese surrender to Chiang Kai- 
shek. and. for repatriation of prisoners of 
war. But it was interpreted by the Viet- 
namese as a sign.of official US endorse- 
ment of the Vietminh: this benediction 
gave. Ho, as opposed to the leaders of 
democratic parties, “the political initia- 


tive, an apparent legitimacy and а holdon 


power of which he never let go.” 

Patti himself has admitted that he had 
been "somewhat naive at that point in 
time with respect to intent and purpose." 
His The 5th Column [REviEw, Jan. 6] on: 
Vietnam today demonstrates that time ha? 
confirmed that naivety: even Joan Baez is 
a quicker study thari the major. | 
JOHN COLVIN 


Hidden subsidies - 


Robert Delfs wonders what happened to 
the massive price-support subsidies which 


were nowhere to be found among the. 


spending categories outlined in Finance 


Minister Wang Bingian's report on the |. 


Chinese budget [REView, Dec. 10, '82]. 


Presumably these subsidies are reflected a un 1 
| e The.article as filed did not say infant 


in the reduced profit totals of state enter- 

prises. Profits are a function of prices, and 

a common method of preventing price 

rises in China is by stipulating (or at least 

eee post facto) lower planned pro- 
і 


ts, or even planned losses, for enter- 
| prises producing the goods whose prices 


are to be kept stable. 
Canberra AUDREY DONNITHORNE 


Working on the railway 


As a long-time resident. and à student of 
Africa now living in Asia, read with great 
interest your article on China's involve- 
ment with thé continent [REVIEW, Dec. 


| 10, 82]: Of particular interest was your ас-` 


count of the Tazara Railway linking the 
Copperbelt of Zambia with the port of 
Dar es Salaam. However, your report of 
how 10,000 Chinese jones side by side 
with 50,000 Africdns was simply not cor- 
rect. 

The Chinese work crews worked by 
themselves, lived in their own compounds 
and did not associate with the Africans. 
This caused considerable resentment 
among, the Africans, who felt they were 
not being trained or allowed to participate 
in the building of the railway. The evi- 
dence can be seen in the abysmal deterio- 


| ration of the railway during the past 10 


. Manila 








| years and the lack of! 
| effect repairs. 


Although China is to bé: 
the projects it has completed 
Chinese have not endeared th 
the African peasant because of the 
attitudes towards the black man. 
not peculiar to the Chinese, дз the s 
phenomenon seems to affect the. Nor 
Koreans as well, particularly in the рї 
blems associated with recent traini 
exercisesin Zimbabwe: - 
JAMES E. THOMESON 


A picture of health 


Your claim [REviEW, Oct, 22, '82]t 
fant, mortality in New Zealand 

ing is untrue. It is improving, St. 

the Maori population are improving p j 


ticularly rapidly. The point is that we h 


not improved as much as we would like, 
and the recent report on child health pin- 
points why — the significant reasons lie 
with issues of affluence such as drownings 
in swimming pools and motor-vehicle à 


 Cidents. The geport is not uncomfortable 


for the government. To the contrary, the 


| government asked for the report and wel- 


comes it. By the time of its pifblication, 
number of its recommendations were 


| ready being carried out in anticip 
| New Zealand has a deep commitment 


child health, and to use as a means of 
verting the truth a helpful report which 
f that commitment reflects 
гоп your publication. 


dra , A. G. MALCOLM 
Wellington, New Zealand 


' Minister of Health 


mortality is increasing and was careful not 
to. That was in the headline only, a pr 
cessing error in Hongkong. The article did 
not say the report was uncomfortable for 
the government. It said it came at an un- 
comfortable time for the government. 

As to the general conclusion, the article 
is restrained compared with the report i 
self. To quote from the report: "As a n. 
tion not doing so much as it could in carin, 
for children, New Zealand is paying 
price." Tha does not sound like the “dé 
commitment": ‘Malcolm claims. 


A question of credibili ih 


I was disappointed by your coverage oft 
United States- Japan rare metals st 
conference [REVIEW, Nov. 26,'82]; whi 
insinuated that the involvement үс 
Japan Center for the Study of Security | 
sues (JCSSI) — not the Japan Center for. 
Security Study, and of which I am chai 
man, not president — and the Institute for 
Foreign. Policy. Analysis (IFPA), headed 
by Dr Robert Pfaltzgraff, Jr, may havea 
versely “affected the credibility”: of ^ 
symposium because of their 
views. | 

In the first place, it i 
top goverument offici 








ivities, as was (г Саве. Secondly, it 
| as unlikely thaf'senior members of either, 
- administratieh would have participated in 

a не ы ce organised by institutes un- 
iliaz with the issues, or unsympathetic 
asic objective of the conference: of 
* sharing information about the value of, 
and alternatives ога. rare-metals 
“stockpiling programme süch as that which 
the Japanese Government plans to imple- 
ment. This surely limits the suitable alter- 















pondent apparently did not re Og 

IFPA as one of the most distinguished pri- 
vate research institutes in the US, опе 
working closely: with President Ronald 
Reagan's administration, as it has with 
previous administrations, on many pro- 
ес їп many агеаѕ: While Tharp "might 
understandably be ünfamiliar with Japan- 
ese institutes, most educatéd. Japanese 
would recognise from the published list of 















































“natives — perhaps to ones your corres- 
pondent, Mike Tharp, would consider 
rightwing, which would bé consistent with 

as in the, concluding 


directors and те f the JCSSI, as 
well as the other s involved i in this 
conference , а considerable di versity of po- 
litical views: and: on. ні is fair to say 























MECHANICAL/INDUSTRIAL ENGINEERS 


The World Bank, a leading international institution in the field of 

., economic development, offers challenging employment oppor- 
“tunities for qualified people with sybstantial experience in major 

aspects of mecManical /iridustrial engineering о? manufacturing. 


The Engineers will participate in the analysis, preparation, moni- 

*toring, and evaluation of a range of projects involving the me-' 
chanical engineering and/or industrial export sectors in develop- 
ing countries. Sector analysis and project work will focus on the 
electro-mechanical industry in some cases, and on the following 
light industries in other cases: agro-processing, engineering, tex», . 

. tiles, leather; and others. Project evaluation. w il foris on th 
technical, managerial, . ^s and manpower development as- ` 
pects. 
Candidates should. hay university degree i in mechanical or 
industrial engineering a some training and experience in busi- 
ness administra t least ten years of experience, preferably in 
developing countries, in the manufacturing of some of the fol- 
lowing: (i) capital goods, (ii) transportation. ‘equipment, (iii) ie al m 

" mediate and infrastructural goods; or experience in a variety of 

light industries; knowledge of manufacturing technologies, pro- 

duction concepts, technical and managerial problems oi шатас: a 

turing firms, and of financial-and economic aspects of project 

development and operation. 


Excellent command of written and spoken. English is essential; 
working knowledge of other languages is desirable. The position 
will be at the Bank’s headquarters in Washington, D.C. with 
international. travel. The World Bank offers a competitive salary 
and benefits package. Please send detailed resume, quoting Refer- 
ence No. 3-2,UKG0203 to: 
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The World Bank 
Staffin: god Planning Division 
1818 | Street, N.W., Washington; D.C: 20433 


THE AUSTRALIAN NATIONAL UNIVERSITY | invites vnplicalions for POSTDOCTORAL 
FELLOW/RESEARCH: FELLOW/SENIOR RESEARCH FELLOW in, PACIFIC: AND 
SOUTHEAST ASIAN HISTORY SEARCH SCHOOL OF PACIFIC STUDIES. Thisisa 
research position in Southeast Asian. ‘History. The Department is particul arly interested in 
those whose projected research embraces modern economic or sócíal history. Appoint- 
2 ment will be for either two or three years. Applications forthis position may be considered in 
ће context of ап inter-disciplinary project on Industrialisation in Southeast Asia being 
mounted in the Research School of Pacific Studies. 
` Salary in accordance with qualifications and experience within the ranges: Senior Re- 
search Fellow $31332-$37373 p.a.; Research Fellow.$22430-$29467 p.a.; Postdoctoral 
Fellow Grade 1 (at fixed point within the range) $19333-$22148 p.a. Current exchange 
rates: $A1 = $USO0.96 = UK58P: Reasonable appoiniment expenses are paid; Superannu- У, 
ation; assistance with housing. ^. І 
The University reserves the right not to make ап appointment orto таке an appointment 
by invitation at any time. Applicants may obtain further particulars from The Registrar, The 
Australian National University, P. О: Box 4, варата, Australia, with. 
tions close on 18 FEBRUARY 1 983. : 
























pig: y l 
tone, this may well be considered a right- 
wing point of view, If so, it seems likely that 
his reporting will become even more criti- 
cal in 1Ме future, considering the views of 
our néw prime minister and Réagan. 

As a Japanese citizen. and long-time 
reader of the REVIEW I am coricerned that 
your magazine may be moving towards an 
anti-Japanese bias, or at least towards 
criticism of stronger US-Japan. coopera- 


Поп such as that promoted throughout this 
'€eonference, which the, leaders. of. both 


countries strongly advocate, T. sincerely 
hope this is not the case, asit. would seri- 
ously erode the reputation for distin-- 
guisted reporting the REVIEW has- long 


enjoyed. “HIDEAKLKASE 
Chairman 
Tokyo Japan Center for the Study of бени Issues. 


© The REVIEW stands by the story. 


 Busman's honeymoon. 


What.a true professional. your deputy 
editor, Philip Bowring, is! On honeymoon 
in Seychelles he finds time to file a report . 
on that country for your journal. I wonder 
whether. a camera team accompanied his; 
new. wife, TV reporter Claudia Mo? T 
think we should be told. 
ае 





‘MO FAN, 


NE 


Apro 05 ‘Malaysia's. Societiës Айе: 
mént). Act 1981, Anwar Ibrahim must 


. sooner or later ask, himself two painful 


but important questions. If he fails to get | . 
the obnoxious provisions of the act with- . 

drawn, then the question arises as to whe- 
ther he has been hi d by the government. 


The larger question is whether for him to 


believe that he can reform a system which 

he had claimed: to have deplored-is not 

basically like living in cloud-cuckoo-land. 
Assuming that, he joined. the. gavem- 


“not enough for Anwar to be ‘merely 


“deeply agitated” over the act [REVIEW, 
Nov, 26,82]. On this matter оѓ funda- 


| mental principle, the only honourable’. 
thing for him to doi isto resign from the’ 
"government; 

Nakhon Кае hasitna. Thi аўдай 








FAN YEW TENG 


immunity or insanity? 


No one, whether businessman, tourist or 


country that he visits, livesi in oris assigned 
to. As a native New Yorker T know only . 
too well that dipl 

tions take d 
















"0l; is acquitted of 
diplomatic immu 


parallel betw enth 


Voi 119 Мо. 2 


Whether it is described as a poi- 
sonous shrimp or a fishbone that 
ticks in an attacker's gullet, there 

о doubt that Singapore is well 
able to defend itself. However, the 
. government still puts heavy stress 
on security, not only to boost that 


lefence capability but as a tool in 
ation-building. In the first of an- 
sional series on Asian nations' defence, deputy editor Philip Bowring an 
ingapore correspondent Patrick Smith trace the development of the Singapor 
Armed Forces, its status today and its standing among its neighbours. Meanwhile, 


Michael Ric! 


on looks at Singapore’s expanding and lucrative arms industry, which has develo 


pons with great export potential such as the Ultimax light machinegun (pictured). 


As foreign lawyers dude a 
ort on human rights 


g 
plans a crackdown on religious 
anwhile, the kiss- 
ing may | have о "e 


Page 10 

Avot 5 su 
. dian opposition. coalition causes 
embarrassment to India, host of 
the non-aligned summit. 


Page 16 

Manila takes a flyer in a bid to | 
-eradicate the jeepney jams. But it 
is an expensive solution. 


lawyers’ indictment 
Courtship gets it in the neck 


8 = 
Aneyeoniheimams.. 9 


Foreign relations: Hassles forthe host . 10 
Bangladesh: Let the people read „и... 13 
Philippines: Manila's high-flyer 16 
S Taiwan: integration, bit by bit smem 18 
AUnited Nations: Yellow rain on Africa?.. 20 
Cover story: The citizen soldiers 26 
; Yarn to self-sufficiency in arms 
< as wellas defence 
Cooperation is the new hame of 
the: game 
ngapore's military muscle 


ort for the Cambo- 








Page 18 

Taiwan is still ruled firmly by 
people born on the mainland, but, 
locally born Taiwanese are onthe* 


up-and-up. 


| Page 20 
Yellow rain is now falling on. n Af- 
rica as well as Asia, according to 


allegations made at the United 


Nations. 


Falling revenue and structural | 


problems force Japan to increase 


deficit financing in the. budget for. 


the coming year. 


* 


Pages 41-49 





Cover photo: Pioneer magazin 


Pages 50-52 


Government help for Thai rice 


farmers offers only temporary res 
lief as officials bank on higher - 
world prices this year. 


* 


Page 54 : 

Kuala Lumpur uses foreign 

equity as the bizarre vehicle to 
rab state imposed by fellow-Mus- 


Page 56 

Taipei drives a hard bergáin with. 
Japan for a giant car plant in 
Taiwan, but differing estimates. 
the market make the venture à 
huge SUM 


South Korea and Pakistan have Page. 


been fighting for second 
behind Taiwan in the shipbreak- 
ing business, but overcapacity in 
the steel industry could leave the 
breakers with sinking prospects. 


Business Affairs 


Budgets: Japan's budgetary bind —_ 
Technology: The abacus updated 


in China 
Shipping: Profits from destruction — 
Taiwan — rough, ready and fast „2... 
Hyundai as Мо. 
A demolition picnic in Pakistan „2. 
Agriculture: Bangkok's seedy опт ої — - 
PNG a a BO 
A stronger market for rice 
aces in Malaysia ___ 
puts a foot down memm 
andle ‘with care ini 








place. 








The mess surrounding- Hong- 
kong's troubled Carrian group 
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Briefing 
intelligence 
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The 5th Column 
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Richard Hughes 
Books 
Economic Monitor: Pakistan. 
Company Results 

‘Shroff 

Stockmarkets 
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who were too young to fi ight 
for independénce and were 
trained in the military 
academies are considered to 
belong tó thé young genera- 
tion. 
SAC few young-generation of- 
ve reached regional’ 
commander level. Try Sutrisnó: 
was one.of them: as a brigadier: 
general, he was in charge of the 
Sriwijaya command in South: 
"Sumatra until his recént pro» 
jmotion. The Jakarta post, 
4- along with the Siliwangi (West: 
Java), Diponegoro (Central 
Java, and Brawijaya (East 
‚| Java) commands, is considered 
Last bleiben Ne and the most important of the 17 re- 
outh Korea settled the соп- | gional military commands. — 
roversy over the revision of — SUSUMU AWANOHARA 


istory textbooks for Japanese 
d US and South Korea to 


chools, which had outraged 
any South Koreans, but they | discuss defence issues 
Reaffirmation. of the United 


avg; been .deadlocked for 
ome 20 months over the isse | States’. secikity commitment 
will be the main subject of dis- 







Chun tops Nakasone’s 

[iun tops eni list 

yo announced that Prime 
Minister Yasuhiro Nakasone 
was to meet South Korean Pree 
sident Chun Doo. Hwan in| 
Seoul on January 10-12. А 
though both governments had 
indicated their willingness to 
































































lion, 





f how much and what kind of. 
omic: aide Tokyo ‘should | cussion between South Korean 
ve Seoul. At their last formal | Foreign Minister Lee Bum Suk 
sion last July, the two sides | and. US: Secretary of State 
a total.package оѓ 
" but were still di- 











| И, first | political 
i il, Minister for Cul- | 


Шаре headman Rahmat Sati- 
ап. Two others who had been 
intly charged with them — 
Mohammed Noordin Johan and 
ziz Abdullah — were асин || gay 
ted on December 31, 1982; 

The four had originally been 
harged with the murder. of 
Datuk Mohamad Taha Talib 
‘on April 14 last year in Negri 
Sembilan. Mokhtar began pre- 
ting his defence on January 











|Lee: seeking commitment. 























three-day. visit to Seoul.from 
February 6, according to: offi- 
cials in Seoul. With diplomatic 
relations markedly improved 
récently after the release and 





— K. DAS | subsequent departure to the 

US of opposition leader Kim 

А young general gets... | рае Jung, they said, attention 
the Jakarta command will also be focused on South 


Maj.Gen. Try Sutrisno, 47, has 
eplaced Lieut-Gen. Norman 
Sasono as the Jakarta area re- 
gional «commander, thus. be-. 
coming, in the opinion.of many 
Observers, the first young-gen- 
eration general to enter the 
inner circle of the Indonesian 
armed forces (Abri) Until 
now, Abri has been led by the 
so-called 45 Generation 
those who participated in the 

ndependence struggle against 


Korea's long-standing request 
for Washington's expansion of 
the list of military equipment 
which can be exported. by 
Seoul... - 

Most military hardware as- 
sembled: or manufactured in 
South "Korea is controlled 
under US licensing agreements 
and securing US authorisation 
for exports has become the 
subject of prolonged. negotia- 
tions. 





George Shultz during Shultz's |. 









Still si | 

silk, after all . 
Against earlier projectioris by 
its executives of a break-even 
figure ör even а small ‘loss 
(REVIE 
national — Thailand's national 


;Jan. 6), Thai Inter- 


rrier — has announced. pre- 
inary Baht 34.48 million 


(US$1.5 million) pre-tax profit 
for the.1981-82 financial year, 
which ended, last September, 
compared with the previous 






's profit of Baht 39.1 reil- 


'This marks the 18th consecu- 


"tive year of profitability for the 


Thai airline. The profits were 
made in the face of adverse 
economic factors which have 
affected the world’s aviation 
industry in the recent past. The 
overall load factor rose slightly 
from 1980-81 to 62.496 with a 
passenger load factor of 
61.4%, Revenue from trans- 
port operations was up 19.796 
to Baht 13 billion, while the 
total number of, passengers 
rose 9.996 to 2.4 million. 


‚ — PAISAL SRICHARATCHANYA | ге; 


Burma tipped to 
рипа cc ait 


Burma is likely to achieve 
7.1% real growth in gross 


domestic product in fiscal 1982- 1. 
‚ 83 (ending in March), surpass- 


ing its. original 5.9% target, 


Prime Minister Maung Maung |: 


Kha has claimed, Despite this 


optimistic forecast, he warned | 
that plans made for imports: 


and investments would need 
revision-as prices-of Burma's 
imports (which'consist mainly 
of capital goods) have risen, 
while export prices of Burmese 
products have fallen in world 
markets. In the preceding year, 
Burma’s GDP growth was 


346.796 against à-5.776. target.. 
Agriculture, with a hefty 9.2% . 


grows was the main boost. 
“M,C. TUN 


the Seouikeene ан 


Kim Joon Sung, South Korea’s 
deputy prime minister and 
economic planning minister, 
has vowed to reduce inflation 
further in 1983, perhaps down 
to a 2-396 annual level. He said 
that Seoul's better-than-aver- 
age economic performance: in 
1982 fias given him enough 
confidence to expect. substan- 


= SHIM JAE HOON | tial results this "t With de 



































the previous year. Мекка 
dise exports; however, showed 
the lowest growth rate so | 

only 2.4% їп 1982, j 
oniy US$21.5 billion againstan- 
original target of US$25. bil- 
lion. ~~ SHIM JAE HOON 


Manila lowers its — 
borrowing sights - 

Because of the worse-than-ex- 
pected — balance-of-payments 
deficit for 1982 (REVIEW, Dec. 
17,°82), the Philippines will be 
forced to ‘lower limits “for: 
foreign borrowing in 1983. 
From an International Mone- .. 
tary Fund limit of 8$2.3 bil- 
lion negotiated during discus- 
sions for а 315. million special 
drawing rights. standby facility 
(already. down, from . the 
US$2.4 billion borrowing limit 






nor Jaime Lay a now says a self- 
imposed limit as low as US$2_ 
billi ave to be set. The. 


pines’ 5 
limit of 20% of th 
year’s export revenues plus i in- 
visibles. The 1982 ratio was 
19.4% and the 1983 level is ex- ` 
pected to be higher still,-but 
below the 20% barrier. 

„ = GUY SACERDOTI 


Nepal devalues the 
rupee —again |. — 
The Kathmandu government 
has devalued the Nepalese: 
rupee by 8. 3% against the US 
` dollar — the second such de- 
valuation in 15-months. Nepal 
„Rastra Bank (the céntral bank) 
now sells thé local currency to 
tourists and importers at Rs 
14.20 to USSI and buys it at Rs 
14.40. The move shadows. an — 
effective, devaluation in recent 
months of the Indian rupee — 
Nepal does nearly two-thirds of 
its foreign trade with India — 
against the US currency. The 
difference in exchange rates 
against the US dollar has en- 
couraged foreign tourists in 
Nepal to avoid exchanging dol- 
lars into Nepalese currency and 
to use Indian rupees instead. 
Devaluation is also designed to 
boost Nepal’s sagging exports. 
Nepal's trade deficit: reached 
Rs 3.3 billion in the fiscal year 
ended last aly: 

~ KEDAR MAN SINGH : 
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PSST, WANNA PASSPORT? - 


|givena 
Шр since the 
| issue was 
raised by Ch 
forged, purloin 
‚ ‘bribery of cons 
government 
а growing trade 
credentials... 
have enjoyed 
of the most sọ 
Portuguese, 


documents 
T m but one 
rts is 

efor 


target because of the 
induced economic 
speculation is grov 


1983 budget defici 

considerably larger th: 

du үр ed 
$1.13 ill | 


“requirement та | 
million. A boverniiett source said 


Wm THE WEEK 


AFGHANISTAN 

Soviet troops increased security in Kabul 
after two guerilla attacks on airbases near the 
capital, Afghan and foreign sources in Is- 
lamabad said (Dec. 31). 


CAMBODIA 

Fifteen guerillas of the Khmer People's Na- 
tional Liberation Front BERE) were killed 
or wounded in fighting with government 
forces near the Thal border, Thai military 
sources said (Dec. 29). At least 24 govern- 
| ment troops were killed and тапу were 
wounded’ іп fighting with KPNLF guerillas 
near the Thai border, Thai military sources 
said. (ап. 4). 


CHINA 

. Premier Zhao Ziyang arrived in Gabon on 
an official visit (Jan. 1). Zhao arrived in Zam- 
bia on an official visit (Jan. 2). 


INDIA - 

About 500 people blocked an airport run- 
. Way in Trivandrum, Kerala state, to protest 
against police firing ori Muslim marchers, the 
Press Trust of India said (Dec. 30). The lead- 
ers of the Akali Dal, the Sikh political party, 


met in Amritsar to debate the resumption of. 
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PHILIPPINES 
. wounded in three bomb blasts in the southern 


newspaper reported. Opposition leader Eva 
Kalaw was pees under house arrest ager 


| the indienne will be necessary if 


Thailand’s request for a second 
structural adjustment loan (SAL) 
from the World Bank, expected. 
around March, is delayed. Thailand 
received the first US$150 million 
SAL in March 1982. 


SOLDIERS OF ILL-FORTUNE 


The Swedish Government is . 
investigating reports that the . 
communist administration in Laos 
has been using political prisoners on 
a US$8.5 million Swedish forestry” 
project at Muong Mai near Paksane. 
Sources have told the REVIEW that 
a battalion of soldiers and officers 
from the former Royal Lao Army © 
was engaged on the reafforestation 
project as an.involuntary labour » 
force. Swedish officials said 
restrictions on travel and the fact 
that a thin line exists in Laos - 
between voluntary and involuntary 
labour made it difficult to verify the. 
report. 


KOMPAS NEW DIRECTIONS 


Two daily newspapers, Suara Karya 
and Kompas, and te s weekly 
magazine, Tempo, are considering 
publishing an English-language 
daily in Jakarta as a joint venture. 
Kompas has the largest circulation 
in Indonesia and is considered 
independent, while Suara Karya is 
affiliated with the largest political 
organisation, Golkar. Tempo is 





‘talks with the federal government (Jan. 2). 


India rejected suggestions that Prince Noro- 
dom Sihanouk, the president of the Cambo- 
dian coalition, should be invited to the non- | 


| aligned summit in New Delhi in March in his | 


personal capacity (Jan. 4). 


INDONESIA 

Thirteen people died and 390 were injured 
in an earthquake in eastern Flores Island in 
the Lesser Sundas, officials said (Dec. 29). 
Three Indonesian students who allegedly call- 
ed for the establishment of an independent 
state in Írian Jaya went on-trial on charges of 
subversion, the official Antara newsagency 
said (Jan. 4). 


PAKISTAN 

Pakistan has acquired another 32 French 
Mirage V fighters and a number of Exocet 
missiles, the Indian press agency: United | 
News of India reported (Dec. 29). 


Five people were killed and 42 were 


and central Philippines in a week, a Manila 





independent Currently Ja 
two esie d шар 








CHUN LOOKS TO EUROPE 
South Korean President Chun Doq 
Hwan will centinue his diplomatic 
efforts in 1983, going perhaps to 
Britain, France and West Germany 
diplomatic sources say. Thé trip to 
Paris remains uncertain, but French 
President Frangois Mitterrand i: 
expected in Seoul on a state visit in. 
April or May. Paris, London and ` 
Bonn have been singled out for’. 
1983, the sources said, because this 
yéar will see the centennial of, 
Korea's diplomatic relations with 
these capitals. 


being released from a military detention са 

for hospital treatment for a heart attack, it 

` reported (Dec. 30). Eleven people were Kill- 
ed and 56 were wounded in à bomb bla 
cinema on Leyte Island, the. milit: 

(Dec, 31). Forty-two people were 

when a man threw a grenade ино а crow 
Manila’s Rizal Park, police said Qan. n 


TAIWAN 

‘The governments new representative 
the: United States, Fredrick Chien, left fe 
Washington (Jan. 2 


THAILAND 

Four members of a breakaway fa iol 
the Communist Party of Malaya surrende 
near the Malaysian border, a ‘Thai 
spokesman said. A Burmese patrol boat. 
seized two Thai fishing boats with 50 c 
members in the Andaman Sea, a Fisheries: 


| Department official said (Dec. 29). The gov- 


ernment began sending refugees back to 
border with Cambodia in^a possible prelude: 
to forced repatriation (Dec. 30). The general 
election will be held on June 12, Interior 
Minister Sitthi Chirarot said. Canadian Prime 
Minister Pierre Trudeau arrived onano 

visit Gan 4 





Kuala Lumpur: The Malaysian Govern- 
ent has received with’ equanimity а 
mning international attack on its sec- 
rity laws. The 90-page report, prepared 
by a committee of seven:-human-rights 
‘lawyers from the United States, Britain, 
France and. Japan, alleges: that political 
etainees have been tortured, held incom- 

days: or more and sub- 






агѕ аро, this time ыы анбора! 
hat it would study the somewhat rambling- 
ocument, drawn up after a visit here by 
hedawyers last August (REVIEW, Aug. 6, 
82). 
The bulk of the report consists of critic- 
sms that hgvé been made previously of 
he Internal - Security Act (ISA) and 
amendments to. it-over the past two de- 
cades. However, it was compiled by repre- 
entatives from. respected organisations 
uch as the International Federation of 
Human Rights, the French League of 
Human Rights, the Japanese Civil Liber- 
ies Union and the British Legal Action 
Group after visits to detention centres. 
_ They not only saw detainees and inter- 
ed them but tiet the highest officials, 
ncluding Prime Minister Datuk Seri 

hir Mohamad; Deputy Prime Min- 

r апа Home Minister Datuk Musa 
itam; the then head of the judiciary, Tun 
Mohamad Suffian Hashim, and Attorney- 
General Tan Sri Abu Talib Othman. Dur- 
ing a visit in 1978, an Amnesty team was 
tefused permission to visit camps and was 
епіеа interviews with the prime minister 
апа home minister of that time. 
Breaking up into separate groups, the 
even lawyers interviewed about 200 
people, ranging from consistent. oppo- 
nents of the ISA in the Bar Council to stri- 
dent supporters such as the Ex-Sérvice- 
men's Association and youth leaders of 
political parties in the ruling “National 
ront. Their report alleges that numer- 
Qus detainees have been systematically 
beaten — especially on the soles of their 
eet.— with various instruments, usually 
bber hoses. One inmate from the Taip- 
ing defention camp told the lawyers that 
he. had poisonous snakes put on his body 
when he was stripped and bound. The de- 
ainee is not named. 
zi The lawyers also said they had heard in- 
directly that chemical injections were ad- 
ministered to detainees in the course of in- 
;terrogation.. The report, however, calls 
for caution in accepting this allegation bë- 








































ments. No supporting evidence, however, 


| The section had been used in this manner 


“other racial groups. (The chairman of an. 
 adyisory board dealing with ‘detainees, |. 
Тап Sri D. B. W. Good, told the lawyers | 














Musa: standing by the ISA. 





cause the information was not received di- 
rectly. On the other hand the report says 
that the lawyers had satisfied themselves 
that torture is widespread during interro- 
gation in police Special Branch establish- 


is presented in the document except for 
statements by former detainees. 


he report devotes much space to the 

treatment of what it calls administrative 
detention, that is, detention without judi- 
cial control. Under Section 8 of the ISA, 
the home minister has the right to detain 
any person to prevent him from “acting in 
any manner prejudicial to the security of 
Malaysia . ,.. or to the maintenance of es- 
sential services...” The report says that 
while the lawyers were pleased that the 
number of people so detained had been 
reduced from about 900 in 1978 to 377 at 
the time the ‘report was compiled, the 
terms of Section 8 were so vague and gen- 
eral that it could be used against the coun- 
try's political opposition or trade unions. 


during the pre-Mahathir years. The report 
also expresses concern that the director- 
general of prisons told.the lawyers that a 
new détention centre in Johor was being 
built to hold at least 1,500 prisoners. 

Also alleged in the report' without sup- 
porting evidence is that the ISA has been 
applied more stringently to^members of 
the Chinese community than to those of: 


that at least 8776 





























of ISA detainees are of 
Ө origin.) 

A suggestion that Section 8 might be 
used by the government to sectiré political 
power for the Malays is contained: in a 
paragraph that is perhaps the most serious 
flaw in the document. It reads: *Itcan i.. 
be alleged that the:provisions.of Section 8' 


of thf ISA сап be used by Dr Mahathir’s 
| government as a means of allowing the 


Malay race to re-establish: its economic 
power within the country, this being the 
avowed intention in a paper published sec- 
retly before [its] rise to power." No details 
about.the secret paper are given. The 
truth is that a large number of prominent 
Malays, including. ser Malay . politi- ` 
cians, academics ап journalists, have.» 
been detained under the ISA. Moreover, 
the Mahathir-Musa administration has Te 
leased more Chinese detainees: than. any 
other government. í , 

The second most important section of 
the report deals with the Essential (Sec- 
urity Cases) (Amendments) Regulations 
which are undoubtedly: the most draco- 
nian of Malaysia's security laws. Under 
the regulations, juveniles can be given the 
death sentence, and much of the normal 
judicial procedure is suspended. Any 
number of unrelated offences can be tried 
together under the regulations, hearsay 
evidence is admitted, and the death sen- 










тепсе is mandatory. 


The report says that 52 people were 
under sentence of death as of August last 
year. The lawyers said they released their 
findings earlier than planned because of a 


Courtship gets it 
in the neck 


Penang: Should Malaysia have a new 
law to cover all aspects of morality, in- 
cluding prostitution, indecent exposure, 
obscene acts and behaviour; and even 
kissing in public? Such a law has been 
proposed by Datuk Mohamad Nasir of 
the Prime Minister's Department and it 
has created a furore. 

Although Prime Minister Datuk Seri 
Mahathir Mohamad has given public as- 
surances that the proposed law could 
only be passed after a thorough scrutiny 
of its ramifications, religious leaders, 


| academics, lawyers and other profes- 
+ sionals have reacted to the proposal with 


:anger and frustration. 
А well known Penang writer and law- 
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newsagency rep | December Ba. 
man found guilt er the ISA and tried 
under the essential security cases regula- 









Obserfers, be- 
is position that 







— the claims of tortu and of inhumane 
treatment of detaine 
housed in appalli 
most inedible 
several detaine 

“treatment except 
kind. 

While Mahathi vernment has con- 
tinued to. use bluster to counter public 
criticism, it also has a record of correcting 
the shortcomings of the past. The most ob- 
vious, examples. were the release af hun- 
dreds of detainees soon after it came to 
power, the withdrawal of the Societies Act 
amendments which had shocked the coun- 
try (REVIEW, Dec. 10, '82), the easing of 
citizenship rules {ог foreign wives of 
Malaysians and the decision to amend the 
Universities and University Colleges Act 
to give academics more freedom of ex- 
pression. 

The p xs ien that the tor- 





anditions, fed al- 
| backed up by 
denied medical 
е most prirftitive 








































Y д ы. aded. itis ‘likely to.con- 
детп й. But. there is little doubt that the 

home minister will be asking serious ques- 
tions. of his officials long. before the 
“opposition parties.begin to hit out at the 
. government when parliament sits again in 
March this year. 


.yer, Cecil Rajendran, responded with 
тоге energy than artistry when he wrote 
га poem in The Star, a popular tabloid 
: comparing sexual immorality with the 
immorality of high-rise. development 
and onthinking forest clearance, ... 
philos phy. lecturer from the. Sci- 





ce University in Penang, L, E. Loke, 
| ently mocked the proposal, writing: "4f 
| or physical lemonstrations be- 
me crimes . . . the police would have to 
2 сћеск on. all. lovers’ haunts а few times 
; every. night to ensure.courtship is con- 
fined to chatting (courtship will presum- 
ably be. permitted). Hotels and private 
homes would have to be raided for 
: couples committing adultery to be 
- caught. 
“Should we have a range of fines and 
-imprisonments which match the moral 
reproachability of. each action? For 
;example, the more indecent the state of 








| any society, will not be exposed, let 


URMDEeAWAYILENS 0000 









An eye c on nthe i imams 


A controversy is stirring over laws which could g 
the government final say in all religious matters 


Kuala Lumpur: In the name of protecting 
national security ‘and religious freedom, 
the Malaysian Government. pushed 
through the lower house of parliament last 
month laws that smack of religious au- 
thoritarianism and sparked a major соп- 
troversy. New amendments to the perial 
code and the criminal procedure. code 
would give the government the absolute 
right tó interpret religious tenets and pre- 


| cepts and tolerate no challenge to its in- 


terpretations fróm any quarter. 

While the government has denied that 
the object of the. exercise is to control 
rapidly deteriorating relations between 
Muslims who support the government and 
those who back opposition Party Islam 


(PI) policies, this does seem to be the mo- | 


tive. The scope of the amendments has 
alarmed non-Muslims, who fear that their 
religious freedom could be curtailed badly 
if the law goes through in its present form. 

The first of the amendments lays down 
punishments for those causing ". . . dishar- 
mony, disunity, or feelings of enmity, 
hatred or ill-will" or whose actions pre- 
judice or are likely to prejudice the 
maintenance of harmony or (unity, оп 
grounds of religion between people of the 
same religion or different religions. 

While. lawyers say. that general and 
vague phrases: like "cause disharmony” 
and “feelings of ill-will” are problematic 
enough, there is deep concern about Sec- 
tion 3B of the amendments. Under that 
rule, "anything lawfully done by. any re- 
ligious official appointed, or by any religi- 
ous authority established, constituted or 
appointed, by or under any written law” 


















dress, the higher the fine . . . The couple 
caught necking will be punished accord- 
ing to their state of indecorum . . . 
Perhaps hard labour for vices such as 
selfishness and laziness . . ." 

Another Penang academic, Chandra | 
Muzzafar,. the. president of the reform 
movement, Aliran, said. the proposed 
law would *only enhance the already 
pervasive hypocrisy, in society. In 
societies which are neither genuinely 
democratic nor egalitarian, laws on 
moral behaviour succeed in punishing | 
the powerless and protecting the power- 
ful. For the immoral conduct of the 
elites, who in the ultimate analysis are 
one of the causes of moral decadence in 


alone be examined, by the law . . . Super- 
ficially conceived moral laws may [thus] 
create a more immoral society in the real 
sense of the word.” —K. DAS 


























cannot be challenged eve 
imputation. 

Once this law is. passe by 
ment's. upper. house, ^ whic 
January 11, dozens of imam: 
priests, particularly i in the East Coas 
of Kelantan and Trengganu, will. be in 
jeopardy. In the past four years, the 
have been ral cases of. PI religio 


















tablished mosques 
sites to preach on Fr 
noring government-recogni 
imams have also run relig 
led pondoks; without governme 
proval. 
Even before the law passed through 
lower house in November 1982, (уо @ 
were senten@ed to jail under the sha 

or Islamic law, in Trengganu for ridicoli 
the. government's ‘Religious Affairs 

partment. Their offence was conducti 
prayérs at a surau — a Muslim chapel 
after the state religious affairs comm 
sioner ordered that it should not be 
pending the building of a mosque nearb 
Under the new law, the two men couk 
tried under the penal code for condi 
"likely to cause disharmony, disunity 
and be sentenced to up to five years t 
and fined, whereas the shariah court i 
posed a sentence of two weeks in jail 


"he effect of the law on Islam would: 

sto curb.some of the more blatant е 
cesses of religious fanatics in the East Coast 
states. Rival imams have gone as faras 
forbid their followers to attend prayers 
mosques used by their opponents, decl 
their rivals infidels, or кайг; pi 
followers to divorce their spou 
belong to a rival group and for: 


the rites were conducted byi rivals c 
dered to be kafirs. 
Under the amendments, "where 
person alleges th any other perso; 
group or descriptionof persons 
any particular religion... hi 
profess that religion or should not 
cepted as professing that. religi 


the law and could be jailed for 
years or fined. 


charge anyone cont that someon 
is an infidel. A Plimam saying that to p: 
at a government mosque is haram, or f 
bidden, because it is sinful; 
charged with a criminal offe 


Organisation, the 
ing National. Fron 













and other minority religious offi- 


ments will be made. 







the provisions of the new law which take 
way the right to dissentare likely to Сайве 
disharmony, because religion by its very 
rature allows for diverse interpretations. 
пе у law, says; how- 


harge under this section to assert. that 
he. offender is charged with doing: 
d ‘honest bélief in, or in honest 
of, any precept, tenet’ or 
eligion." Again, most ob- 
rs agree that this provision was made 
solve the rival imam issue and other is- 
using serious conflicts among Mus- 
communities’ in^ Kelantan. and 
gganu. "e 






e controversy over the Ч which 
me into the open in early December, 
it provoke the widespread: public 
action that marked the atfempt to pass 
Societies Act, amendments in 1981 
EVIEW, рї. 17, '81). At that time, 
undreds of registered societies banded 
ther and ran a campaign that lasted 
ánto 1982 and resulted in the amend- 
nts being withdrawn. The leading fig- 
nd that campaign, then president 
e Malaysian Islamic youth movement 
m, Anwar Ibrahim, joined the govern- 
ast April and reniained firmly op- 
sed to the changes which sought to limit 
erely political debate among -non- 
politicians. 
But the campaign against the amend- 
ments to the penal and procedure codes did 
not generate much support because. the 
government succeeded in distracting püb- 
lic opinion with a proposed morals law. 
This proposal — so far it is no more than a 
'roposal — created such a sensation that 
: the penal code changes were all but for- 
gotten. 
Although the morals-law diversion has 
allowed the penal-code amendments to 
вир through the lower house with relative- 
ly little public outcry, there is not much 
doubt that opposition to the amendnients 
will persist — even if they should pass the 
upper house. And whatever the govern- 
ment's shortcomings, it has demonstrated 
over the past 18 months that, unlike ail 
previous governments, it is prepared to 
make changes to laws if there is enough 
public demand for it. 

However, given PI's attempt to gaiti po- 
litical power i in the East Coast states, the 
changes are likely to be slow and intro: 
duced very carefully. The non-Muslims 
can only hope that in the meantime the 
spirit, rather than the letter, of the law will 
be implemented — that is, that the laws 
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апа Trengganu. 


, ог on what authority such appoint ч 


Religious authorities here argue that 











will be applied only to solve the immediate |. 
róblems in the difficult areas of ‘Kelantan. 


New um (ostensibly 
=K DAS | 


ByM Mohan Ram __. 

New Delhi: Host India faces acute embar- 

ian representation 

d summit here in 
у apore and In- 

doneésia are spearhea ling àn Asean de- 

mand that е coalition коко 

обот! 






dian . seat." 
Sihanouk's Moulinaka faction, the Khmer 


-Rouge (now headed by Khieu Samphan) 


and Son Sann's Khmer People" s National 
Liberation Front. 

The sixth non-aligned’ summit in 
Havana in 1979 had chosen to leave the 
seat vacant, unable to decide between the 
Vietnam-backed Heng Samrin regime and 
the China-supported’.;Khmer | Rouge. 
India recognised the Samrin government 
in July 1980 and has since tried to blunt 
Asean's offensive | in support of the 
Sihanouk regime by not inviting éither of 
the Cambodian governments to the forth- 
coming summit. Vietnam has endorsed 
India's stand that the seat should be left 


- vacant until filled by consensus (REVIEW, 


Dec. 24, '82). 

‘But Asean countries, besides coor- 
dinating their action as a group, are also 
using their other links — the Common- 





_wealth, to which Singapore and Malaysia 


belong, and the Islamic Conference, to 
which Indonesia and Malaysia belong — 


‘to bolster their case in New Delhi. They 


have also linked the Cambodia and Af- 
ghanistan problems because foreign inter- 
vention is at issue in both cases. India, 
which demands the withdrawal of Soviet 
forces in Afghanistan, has not, however, 
condemned Moscow's intervention there. 

President Suharto of Indonesia told his 
visiting: Pakistani counterpart, Zia-ul 
Haq, last November that foreign interven- 
tion. in these two non-aligned countries 
had aggravated global tensions but the 
postures of some leaders. of the non- 
aligned movement’ were ‘questionable, 
Malaysia’s Prime Minister Datuk Seri 
Mahathir Mohamad told Zia that necoun- 
try should support covertly or overtly big- 
power intervention. in another country. 
Singapore Prime Minister Lee Kuan Yew 
said that the security of Southeast Asia 
and West Asia were interlinked: a 

The Asean diplomatic offensive. on 
Cambodia is seen as a setback for Viet 
nam, which now thinks it pruderit.to en- 
sure-that the seat is left vacant and not 
press for seating the Samrin regime. Viet- 
namese Foreign Minister Nguyen Co 
Thach, who postponed his visi | 
Philippines last month to be able 











- with the majority decisi 


Ind 





agreement on а joint commission - with 
India), was happy that India had already 
decided to abide by the Havana decision. 
But intensive lobbying has continued in 
an effort to break the logjam on Cam- 
bodia; One suggestion is that instead of 
persisting with the negative position of 


` keeping the seat vacant, the non-aligned 


movement should follow the precedent set 
ín. the. United Nations by. allowing 
Sihanouk's coalition government to repre- 
sent the country. gx oun 
India’ debe tion is that the зонаја E 















merely the А ур ofi 
willingness of thé min 


ie majority but the. . 
y to go along 
in the larger in- 
terests of the non-aligned movement... © 

Another suggestion is that even if the 
seat is left vacant for want of a consensus 
on the rival claims, Sihanouk should be in- 
vited as an individual because he is among 
the few surviving founders of the move- 
ment. India has pointed out that no surviv- 
ing founders, including Burma’s U Nu, 
have been invited in their personal 
capacities. 


» Rodney Tasker writes from Jakarta: 
Indonesia has taken a generally more 
understanding line towards Vietnam over 
the Cambodian imbroglio and has been 
less critical than some of its Asean 
partners of India's recognition of the Sam- 
rin government. But in a recent interview 
with the Review, Foreign Minister 
Mochtar Kusumaatmadja issued a distinct 
challenge to" New Delhi to show its ap- 
preciation of Jakarta's role as a dove on 
the various Indo- Asean issues by allowing 
Sihanouk to address the non-aligned sum- 
mit^ 

“We had hoped that the Indians would 


| be more flexible [on the Sihanouk issue] if 


only to prove that their Kampuchean po- 
licy is not deliberately intended to harm 
Asean,” Mochtar said. "The Indians have 
assured us that their recognition of Heng 
Samrin was a consequence of a domestic 
political situation [Indira Gandhi's elec- 
tion pledge in 1979 to recognise the gov- 
érnmeht in Phnom Penh] and was not 
meant to interfere in Southeast Asian af- 
fairs, If that is 50, they now have a very 
good opportunity of proving that by show- 
ing some flexibility. 

“If India is. willing to play. a positive 
role, this is the chance . . . It is up to the In- 
dians to help fellows: like me.” India’s re- 
sponse tò ,Mochtar's appeal will i i 
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Power — twin boom 


sed box boom, an 





hydraulics for tough pryout and 
extra digging force 


x 


- 
m. 
AE 








<> У 

rio 

25 1 n 
d A 580 4-wheel drive loader backhoes with sure-footed traction to work in soft, uneven terrain that would bog down 2-wheel 
i 

drive units 
Оркун Extendahoe add 1 v" 
1,2 m) of extra reach e 

ind dig depth Dias square holes 


= Case is No.1 
in 4-wheel 
drive loader/ 
backhoes! 


Case set the pace in 1979, years ahead 18’ (4,27 m to 5,5 m) hydraulic telo- 

of competition. And the 580 4-wheel scoping Extendahoe"* and loader iick- 
drive units have been conquering mire ets to 11⁄4 yd? (0,96 m?) with single-lever 
and muck ever since — in swamps, jun- control, self-levelling bucket, exclusive 
gles, water-soaked construction sites, power-linkage design and automatic 
and open pit mines return-to-dig 


They offer up to 34% more traction than Join Case, the world leader in loader 
2-wheel drive machines. Unique over- backhoes. Asian Representative Office, 
center backhoe adds more stability for — 12th Floor, Yen San Bldg., 268 Orchard 
loading and especially for transport Road, Singapore 9, Republic of Singa- 
Benefit from Case features of torque pore. Telex: SINGAPORE RS 23154 
converter, power shuttle, differential 

lock and on-the-go shifting 

— A € ie You can choose center-mount or side- J | Case 


icing without disturbing other drive units shift backhoes. Options include a 14'to Ат, 


Case thinks of everythi 1g. 





4-wheel drive loaders — can maneuver up steep 
slippery banks with full load avoiding slipping 





Side-shift option — travels to 


either side for work in congested 





areas 














Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 

Because Z is for Zanussi. 


ZANUSSI 


people working for people 


Industrie Zanussi spa 
o 09177 1-3. ... 7 Y. 
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BANGLADESH 


Let the people read 


Protests are delaying educational reforms drafted рү military 
leaders in an effort to douple the literacy rate by 198 


By Rodney Tasker 

Dhaka: Nowhere is the Bangladesh mili- 
tary regime's apparent reformist zeal 
more evident than in the sensitive area of 
education. It sounds strange for men in 
khaki to be more conce about chang- 
ing the country's education than con- 
solidating their nine-month rule, but this 
certainly seems to be the case in 
Bangladesh. 

Chief martial-law administrator Lfeut- 
Gen. H. M. Ershad and the coterie of 
lower-ranking army officers who advise 
him are obsessed with the very real need 
to improve education in a country where 
only 22% of the more than 90 million 
population are literate. But, in the process 
of bringing about change, the military 
leaders are kicking up а lot of dust. 

In a recent interview with the REVIEW, 
Ershad said he could talk for hours about 
the mess which he claims the country's 
education is in. He red his com- 
ments on the situation with such com- 
ments as “this is a very sad story"; “the 
country is suffering,” and finally: “This is 
the saddest story of our history, the uni- 
versities and our education system and, if 
we do not change, the country is going to 
be destroyed because we are not produc- 
ing anyone who is literate, or half-liter- 
ate." 

Most observers agree that the system is 
sadly lacking. According to official fig- 
ures, the drop-out rate in primary schools 
is 80% and, for those pupils who manage 
to scrape their way through secondary 
education, the higher-education prospects 
are grim; according to Ershad, every year 
about 300,000 pupils qualify for places in 
one of the country's six universities. But 
there are only 40,000 places available. 

Even those students who are accepted 
by universities have to wait up to two years 
before they can get places in the lecture 
halls. Those who persevere with their 
studies for as long as six years at univer- 
sity — where the drop-out rate is also high 
— have another wait of three years for 
final examination results. Obviously, the 
current system produces a large number of 
students who have little else to do but sit 
and wait — meanwhile, according to the 
government, open to manipulation by po- 
litical parties and other pressure groups 
who see the value of purportedly idealistic 
students demonstrating on the streets for 
their various causes. 

In this situation, it is not difficult to 
spark a protest movement among certain 
student factions. Students have always 
been a politically pliable force in 
Bangladesh, whether marching for or 
against the government's policies, though 
they have never constituted a serious 
threat to any administration. The stu- 


dents, like most Bengalis, can become ex- 
tremely violent: in'November, students in 
Bangladesh's second city, Chittagong, in 
protesting about an internal campus issue, 
attacked teachers, seriously injuring one, 
and burning down the teachers' club- 
house. 

“They [frustrated students] are becom- 
ing a burden to the country," Ershad told 
the REVIEW. “They join demonstrations, 
burning buses. You can't blame them." 
Ershad's plan, part of a new education po- 
licy announced recently, is to channel 
more students into vocational training. 
"We are- producing generalists — 
generalists are not the answer for a de- 


Police deal with student demonstrator: ‘you can't blame them.’ 





veloping nation. I want a mechanic, an en- 
gineer. Graduates are no use, they can’t 
get jobs.” 


Д2" to official figures, Ban- 
gladesh has only 30,000 scientists and 
technicians and barely 100,000 skilled 
workers. This means fewer than four sci- 
entists, technicians and skilled workers for 
every 10,000 people. Many of the coun- 
try's skilled professionals — because of 
low salaries at home — emigrate to secure 
more lucrative jobs. 

Part of the problem is the lack of gov- 
ernment funding for the education sys- 
tem. In terms of gross national product, in 
1981 recurrent budgeted expenditure was 
less than 1.2%. This compares with 
Unesco's recommendation of a minimum 
7% of GNP. But much of the problem, ac- 
cording to the military administration, is 
the system itself. This was why it an- 
nounced, without any preliminary public 
discussion, a new education policy which 
was dueto be implemented from this month. 
The move provoked protests from both 


x 


] students and parents, net so much because. à 


of the policy's content, but more the man- 
ner in which it was announced by a regime 
obviously in a hurry. Because of wide- 
spread complaints, the government de- 
cided to send out questionnaires to 
people, explaining the policy and asking 
for comments. The policy's launching date 
has now been put back. 

The basic, ambitious aim of the new po- 
licy is to more than double the literacy rate 
in five years — from the current 22% to 
50% in 1987. The policy is based on four 
tiers of education, comprising a total of 12 
years’ primary and secondary education. 


Three languages, Bengali, Arabic and - 7 


English, will be compulsory for the second 


primary class. And the last four classes of. 





secondary education will be uni-stream, — 


so that students can specialise in technical 
subjects, commerce, general science, art, 
nursing or teaching courses. The plan is to 
increase the number of vocational training 
centres from the current 47 to one in each 
local thana (police station) area — or 500 
altogether. 

While that part of the programme has 
been generally ac- 
cepted  — суеп 
though there ig à 
great deal of sceptic- 
ism about whether 
there will be suffi- 
cient furfds to imple- 
ment it — most cri- 
ticism has been di- 
rected at the plan 
for higher educa- 
tion. Here, univer- 
sity places will be 


basis of теги, 
though details of the 
merit qualification 
have yet to Бе 
worked out. 

At the moment, 
individual wealth is 
the main qualifica- 
tion for entry to 
university. The policy also allows for 
payment for a university place — and this 
is what has attracted most criticism — 
with families paying half the cost of 
their children's university education. The 
government points out that there will 
be a merit factor involved even for paying 
students, but this has yet to be clari- 
fied. 

In many ways, the education issue rep- 
resents a microcosm of what the military 
regime is trying to do, and the obstacles it 
faces. On the one hand, it seems the re- 
gime is bent on hurrying through reforms 
which it believes to be in the best interests 
of the people, with little thought for giving 
programmes a public airing befofe they 
are introduced. Оп the other, 
Bangladeshis, used to interminable par- 
liamentary debates and tardy bureaucratic 
procedures, tend to react against such 
shock treatment. In the final analysis, it is 
doubtful whether the soldiers who now 
lead the country will be able to introduce 
any miracle cures for Bangladesh's woe- 
fully inadequate education system. [г] 
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ince the Iranian revolution, Islamia тез 
surgence has become ай incréasingly 


analysis. It is, however, a term-that has 
often: been greatly misused Бу Western 
analysts. Most analysts of the Iranian re- 
yolution paid scant attention to'the speci- 
» Iranian context which gave rise to thé: 


slim societies and the political and so: : 
problems they face, or even, parados- 
ally, to the common social and economic 

nominators that might makethe Iranian: 
xperience relevant to other: Muslim: 
‘Ountries: While the: distorted presenta: 
on of the Iranian revolution: was bad 
nough in itself, what was worse was. the 
ninformed generalisation fróm this one 
event. 

Misleading perspectives were bdrrowed 
om developmental theorists. to prove. 
at the Muslim world has been reacting t 
ie process of development and m. T 







ion by mito refuge in religion in a last- Ў 


me to preserve as mugh as p 
der. No questions were asked 
he term development was me 
ote for large punc =“ the Mus 


ons and among them — inhior tin the | 
ss of arve opani or mo rnisation | 


nen al nature of the process of. 

opment -— the: penetration of the in- 

onal capitalist economy into almost 

every corner óf Third World societies — 

was also either not fully comprehended or: 

liberately fo ds tak if not ee 
T | 


Itog 


a and: political 
slim countries to certain 
characteristics ‚ Which 


ontext ‘of the 
iomenon now called: Islamic résur- 
is. of crucial importance if one isto 
sipher: correctly what this term. really 
onnotes. This context; which encompass- 
e past 150-200 years, 1s principally 
entred “on. the theme of the: Muslim 
orld’s far from equakencounter with the 
st. Out of this interaction between 
opean power and dominance on the 
‘one haħd and Muslim subjugation on the 
emerged an indigenous political and 
ideological response which in the West 
t raised the spectre of ; 
surgence. 
Given this historical cont 





| By 
‘anti-Western thrust would be expectedn | 


ny ideological mixture that Muslim coun- 
tries would come to adopt.after indepen- 


dence. This thrust was furtheraugmented; - 


miliar term in the vocabulary of political: 


phenomenon of Ayatollah Ruhollah: Kho: : 
meini; to the disparate nature of various”: 
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ТИ in the Middle E t 
‘West's contribution to the creation of Is- 
rael (and its later expansion) in the heart 
ofthe Arab-Muslim world and the forcible 
transformation ofthe indigenous Palestin- 

















» ian majority into an insignificant minority" |. 


in their own homeland. Israel's presenta-- 
tion of itself-as an outpost of the Westin: 
‘the Middle East added: to both the:disen- 
chantment with the West and the radicali- 
sation, in golog terms; of. the. Arab 
world. y? 

To these two major but Targely: ignored 
factors one must add yet another: in most 
parts of the Muslim world existing regimes 
suffer from lack of legitimacy which is 
quite often transformed: into:a. lack-of 
legitimacy of thé systems over which these 
regimes preside. This is the result of the 
unrepresentative and oppressive charac- 
: ter of most regimes in Muslim countries = 
-which operate 
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volvement, the interaction тэм reli- 
gion and politics i in the Muslim world, 
and on superpower responses to asser- 
tions of autonomy, in the Third World. 


system-legitimacy becomes acute when 
the models of development that these re- 
| gimes import from abroad =- whether of 
the laisser-faire or socialist variety — fail 
to satisfy the moral and material: aspira- 
tions of the people concerned: 
Itis in this context that the radical Is- 
lamic alternative becomes attractive to 
important segments of thé population. It 
draws its appeal from a combination of au- 
thenticity, aspirations for autonomy and 
millenarianism that. the. other models 
either. do not have or no longer possess. 
As any astute observer Of the Iranian 
scene would testify, it was the coming to- 
gether of. secular as well as religious: dis- 
serit.that Jed to'the success of the Iranian 
| revolution. Mere Shia theological justifi- 
cation for-opposition to the shab would 
not have brought down the Pahlavis, nor 
would it have been able to sustain the re- 

gime in power for "the. past 





























by the. 


tic probfems and external invasion. It was 
only by using Islam in the political sphere 
as the "refuge of the dispossessed" that 
the Shia clergy and their setular allies 
were able to mobilise the Iranian masses: 

‘It is by a.continuation of the same stra- 
tegy which appeals to that strata of society 
that provided the foot-soldiers for theire- 


' volution:in 1978-79 that the regime con- 
‘ tinues to stay in power and draw its legiti-. 
~ macy. It is no wonder, therefore, that the 


dialectical. relationship between the: so: 
сайе@ mustazafin (the oppressed, the dis- 
possessed) and the mustakbirin (the op- 
pressors).—- both words borrowed from 
the Koranic vocabulary but corresponding 
closely tothe Marxist formulation of the 
relationship. between the.proletariat and 
the bourgeoisie. — has been the major 
contribution of the Iranian revolution to. 


‘Islamic political theory. 


This is why the Khomeinist- appeal 
poses the gravest challenge to the-ruling 
circles in other Muslim countries South- 


‚ east Asia cannot be completely i immune. 


In Malaysia the main Islamic party in op-- 
position — Party Islam (PI) — is in the 


: midst of an internal crisis over the issue of 


increasing radicalisation. Simultaneously, 
the government, having woken upto the 
radical potential of the Islamic challenge, : 
is trying even harder to presentitselfasthe 
legitimate Islamic government by refur- 


‚ bishing its religious image as well as by co- 


opting important elements from the dak- 
wah or Muslim. missionary: movement, 
suchas the. charismatic: youth . leader 
Anwar Ibrahim. The cooption of Anwaris 
important. because he is one of the few. 
dakwah leaders:who has clearly and con- 
sistently linked Islam to thé question of so- 
cial and economic justice. Although at the. 
moment the picture.is far from clear,one. - 
can seé that increasing polarisation may” 
over the next few years create a situation 
which could.come.to be roughly charac-«. 
terised as а confrontation between "Islam: 
from. above" and “Islam from below. ^ 


he polarisation is is as: às yet far; from с com- 

plete. This. is related. to the fact that so 
far the main struggle for power within. 
Malaysia: has-been -depicted іп" епіс 
terms, between the Malays on the one- 
hand and the non-Malays, particularly the 
Chinese, on the other. In this struggle, the 
ruling party, the United Malays National - 
Organisation (Umno), could project itself 
as the representative-of all Malays, irres- 
pective of class or other socio-economic: 
divisions. within Malay society. It is in- 
teresting to note, iir this context, that the 
PI flourished largely in those areas where. 
Malay -demographic ‘predominance was: 
unchallenged, and, therefore, the threat 
from. non-Malay interests "was Че 





























The introductio 
Policy (NEP) айе 
purpose of sharply in 
ticipation in the econc 
tryy-has resulted 
capitalist class. w 
in urban centres... 

Since the NEP is bi 
assumptions, this. 
come of the policy. Bi 
















he increasing 


Му class. contradictions no 
it the.traditional Malay-Chinese 
оту: The NEP may be creating. a 
iy fragmented. Malay society 
within which intra-Malay rather than 
Malay-non-Malay. confrontation may 
come to set the tone for political debate i in 
the not-too-distant future. 
It is.not unlikely in that event that. the 
“Islam from below” variety of political ac- 
‘tivity might also turn stridently anti-West- 
© emmrits tone because of three factors: 
















» The equation of Westernisation with | 


_ the Umno elite. 
‚> The demonstration effect of. anti- 
Western Islamic radicalism i in the Middle 
East. s 
The barely. dormant Malay feeling 
.: that the British colonia! authorities were 
responsible for. the: introduction of non- 
- Malay elements into Peninsular Malaysia 
¿thereby radically. upsetting the demo- 
graphic and economic balance against the 
Malays (by extension against Muslims and 
Islam). 

Also, the emerging leadership within 
the Islamic counter-elite is increasingly 
drawn from rural-based religiousteachers, 
some -of whom have been trained in the 
Middle East, principally at Al-Azhar Uni- 
versity in Cairo, and have heen influenced 
by the general political radicalisation of Is- 
lamic ideology in that region. 

They can also be expected torbe much 
more radical in terms.of their economic 
philosophy. As in-lIran, social conser- 
vatism and economic tadicalism may well 

. go hand in hand with this religiously in- 
spired counter-elite in Malay society. 

While the situation in Indonesia is very 

: different from that im Malaysia, it is іп- 
teresting to note that even in an electoral 
system as heavily weighted in favour of the 
ruling ‘Golkar functional groups as the 
present one is, the Muslim party in In- 
».:donesia, the United Development Party 
` (PPP), and its predecessors, have in the 

last three elections.— in 1971, 1977 and 

1982: anaged to bag 27-29% of the 

г vote. They have been able to do 
he fact that Golkari is nota poli- 











| parties making up:the PPP, are relatively 
pliant t demands made upon them b the 


within l Malay | 





but is linked to the state bureaucracy and 
the armed forces. The PPP also suffers 
from the fact that it does not embrace 
within its leadership the major elements of 
the currently outlawed modernist-reform- 
ist. Masjumi Party, which was one Of the 
most politically effective and intellectually 


fertilesegments of the Muslim movement... 


The current PPP leaders, with the excep- 
tion of certain stalwarts of the Nahgulatul 
Ulama (NU), the largest of the original 


government. 





Ll the light of these disabilities the РРР 


performance: is not only creditable 
but could be the tip of an iceberg that 
could potentially prove quite destabilising 
for the. regime. According. to some 
analysts of the Indonesian scene, ima rela- 
tively free election the PPP could muster 
at least 45% of the national vote — a fig: 
ure. that. the Muslim parties together 
achieved in the 4955 parliamentary elec- 
tions. К 

Moreover, with the effective decima- 
tion of the Indonesian Communist Party 
(РКТ) and the steady eclipse of the former 
Indonesian Nationalist Party (PNI) ele- 
ments, some speculate that at least a por- 
tion of the traditional PKI support in East 
and Central Java has, or potentially can, 
shift to the PPP r alternative Muslim or- 
ganisations, which provide the only focus 
of visible opposition to the current re- 
gime. Given the image of the regime, par- 
ticularly its reputation for what in i 
donesia are euphemistically termed “ 
regularities,” it will not be surprising that 
the underdogs within the system move in 
the direction of the PPP and particularly 










its NU component. This. assessme 

strengthened by the fact ага 

cal streak has always existed i in In 

political Islam. 
There аге, however, certain | 

which the PPP, Or its successors 

find difficult to overcome. The firs 

traditional division between the sa 

devout) and abangan (nominal 

segments of the Javane 

was the latter who providi 

base for the PKI and th 































Seta a w certain pats of the country 
priacipally the outer islands and. amon: 
the Sundanese in West Java plus pocket 
of NU influence among the santri in 
and Central Java. This would m 











to represent a national consen 
thecurrent regime. 

This does not.mean that the exp rie 
of Iran can be repeated in toto е ; 
in the Muslim world — least of all 
Southeast Asia. However, the simila 
with Iran in terms of lopsided growth 
which passes under the name of develo; 
ment, and deeply held anti-Western fi 
ings based on the history of colonial do: 
nation and:the distortions апа 
ment that it introduced into. 
societies — even if not always of the. 
of the Palestine tragedy —- create an'env 
ronment conducive for the growth. 
radical Islamic: political ideology. wk 
can combine and symbolise the asp 
tions for authenticity, autonomy, and si 
cial change. This can be a most pote 
mixture — and not merely in Iran. 
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rail transport system may solve the "UE 3 
; ut its cost is criticised 





was appointed project. mana 
vise execution of the contract 


least, is srustratiig h to the city's 1. 5 filion and Communications. Work: began on the 
ily commuters. project in October 1981: 
Since as early as 1945, the goverment The Belgian. consortium's bid for.the 
as considered proposals aimed at solving LRT was sweetened in late 1979 by the 
th city’s worsening traffic an ian G iS 
sroblems, and from among four 
orward over the past decade the. 

ent has finally chosen а P2.5 

$278 million) electrically powere 
ted light railway transit system (LRT) to 
elp reduce pressure on its overstrained D: the pro- 
facilities. However, the system, dubbed .| Ф ject has come under fire. A 14-month- 
Metrorail, has been criticised on the | long government-commissioned study 
grounds of its cost and doubts still persist | funded by the World Bank launchedin 1977, 
as to whether itis the most efficient solu- | rejectedbothan undergroundandelevated 
n to the city's problems. “mass-transit system as ипес candre- 
When it is completed in 1984 the LRT | commended: instead’ a much less costly 
ll cover a route of about-15 kms running | surface LRT, The World Bank study, call- 
rth-south from near the domestic air- | ей Metroplan, envisioned that even by 
port in Pasay City to Monumento. in. | 1990 Manila would still lack а strong city 
Caloocan City. The total: trip will take an. | centre for a projected population of 9 mil- 
timated 30 minutes, or about half the | lion and that the volume of pe i 
me if takes now to negotiate the same | to and from the centre would be 
route by bus or jeepney. According to pared with that of other densely; )pulated 
promotional material, the LRT will run 32 | cities. Based on these assumptions, the 
“trains in both directions: along parallel |. study said Manila did not req a high- | 
tracks 20ft above the ground. The system, | capacity mass-transport system. 
its promoters say, will be. capable of mov- Instead, Metroplan “had proposed a 
ing 40,000 passengers an hour. · | package solution for the city's projected 
. Work on the LRT be in Octo transport problems, includin 
1981 by a consortium tion of a street-level LRT sim 
panies which undertook to design, supply, | already operati 








































































private-car owners Should. pay ү the 


- should Be established. 





privilege of driving into the city’s corm 
gested centre and that bus-only Janes 





Metroplan was widely . accepted. anti 
another transport study, undertaken. by 
Pak-Poy Associates of Australia, revived 
interest in an overhead LRT. However, 
the Pak-Poy study was never made public 
so the.concern's arguments in favour of an 
elevated system remain a mystery: 
Business Day, a local financial daily, 
has said that the Belgian LRT will incur a 


| net deficit of P216 million during the first 


year of operation and will require continu- 
ous Sovernment subsidies to stay running 
until 1993. The deficit was calculated on 
the basis of an estimated annual gross re- 
venue of P365 million and a projected 
gross operating cost of P381 million. 
Operating costs. would include debt-ser- 
vicing,of loans needed to buy rolling stock 
ipm nt. and to complete 

construction work, - 
Other solutions: toManila’s transport 





‘problems have been proposed but re- 


jected or abandoned after initial accept- 


| ance. In 1966 President Ferdinand Marcos 


granted a franchise to Philippine Monorail 
Transit System Inc. to plan, build and ope- 
rate a monorail service in the city. But be- 


` fore the feasibility study for the monorail 


project was completed, the government 
asked the Japan International Coopera- 
tion Agency (JICA) to doa transportation 
study aimed at proposing solutions to the 
city's traffic problems. 

In response the JICA conducted a study 
in.1971-73 and recommended building a 
system.of radial and circumferential road- 
Ways, an inner-city rapid transit system, a 
commuter railway service and an express- 
way network consisting of three branches. 
A further study was requested from the 
JICA to look into implementing some of 
the recommendations made in the. first 
study. Out of this grew the debate over 
Whether a mass-transit system should be 
above, below ot.on the ground: Before the 
issue was resolved, the World Bank’ s 
study was launched. ~ 










etion of the LRT in 
s considering ex- 
stem over 15-20 
years to service "nearly 150 kms along 
major transportation corridors. The esti- 
mated cost of thé expanded facility, which 
would go ahead only if the smaller version 
proves successful, ћаѕ been estimated at 
25-30 billion. Until all major corridors 
are covered by an expanded LRT system, 
city buses - would service major 
thoroughfares and jeepneys woule cover 
secondary feeder roads. ` 

Whatever. the government docs: to al- 
leviate the city's transport problems it 


| must do it quickly.-At present there are 


about 950,000 registered motor vehicles in 
the. greater metropolitan area and that 
number is expected to treblei in the:next 10 










was a busy place in the early 1900's. Shallow-drafted scows brought hay ..- 
ints around the Bay and up river to this wharf on the Third Street Channel where 
the bales were stacked awaiting delivery. | . 
Today, 2X 40-foot containers are unioaded an 


cargo. | 

ДОП їп 1981 of the new rail line designed .to bring evel 

Sari Francisco will be able toincréase direct land-brid 

юп facilities, | — à > E 
Francisco has the facilities to handle and move your cargo. 








Ferry Building ` 
San Francisco, CA 
(415) 391-800 








RN ECONOMIC REVIEW ө JANUARY 13, 1983 - 


yi 


^ y SE 


TAIWAN 


Chen; Lee; Lin: Taiwanese reach closer to the top. 


Integration, bit by bit 


More and more Taiwanese find positions of power in a 
regime still dominated by mainland Chinese 


By David Jenkins 

Taipei: When the Kuomintang (KMT) 
government of the late Chiang Kai-shek 
reimposed Chinese rule on the island pro- 
vince of Taiwan after World War II. the 
initial Taiwanesé hopes of a better life 
soon gave way to resentment over the 
high-handed behaviour of rulers who 
came to be seen as mainland carpet-baggers. 
This resentment came to a head during the 
so-called February 28 affair of 1947 when 
anti-mainlander rioting was put down by 
troops who fired on and killed thousands 
of demonstrators. 

The bitterness occasioned by the 
crackdown was exacerbated when, barely 
two years later, Chiang and more than a 
million of his followers set themselves up 
in Taipei after being driven from the main- 
land by the communists. Since then, main- 
land-Taiwanese rivalry has been a central, 
if slowly diminishing, feature of political 
life on Taiwan. 

Taiwanese have complained that the 
mainlanders, who account for only 15% of 
the population, have routinely taken the 
plum jobs in the government and the 
KMT and have dominated the National 
Assembly and the armed forces. The only 
consolation as far as the Taiwanese are 
concerned is that they own most of the 
land, control most of the private business 
and that their children have been given 
equality of opportunity in education. 

Three decades after their flight from the 
mainland, members of the non- Taiwanese 
minority continue to hold the most impor- 
tant positions on the island. President 
Chiang Ching-kuo, elder son of Chiang 
Kai-shek, is mainland-born and so too is, 
Prime Minister Sun Yun-suan. Critical 


18 


posts in the cabinet (defence, finance, 
foreign affairs and justice) have always 
been assigned to mainlanders. 

The only ministerial portfolios held by 
native Taiwanese are interior and com- 
munications. Yu Kuo-hwa, governor of 
the central bank and chairman of the 
Council for Economic Planning and Deve- 
lopment, is also a mainlander and a close 
confidant of Chiang Ching-kuo since boy- 
hood in Zhejiang province. There is a dis- 
proportionate number of mainlanders in 
senior positions in the large state-owned 
enterprises. 

The 1,126 members of the National As- 
sembly, the body which meets once every 
six years to elect the president, are nearly 
all mainlanders who were elected in 1947 
and who have been frozen in office pend- 
ing the “recovery of the mainland." The 
381-member Legislative Yuan, the law- 
making body, is likewise dominated by 
mainlanders, some recent modifications 
in favour of Taiwanese notwithstanding. 

Almost 75% of the legislators were 
elected on the mainland in 1948 and only 
70 have been elected since then by the 
people of Taiwan. The story is much the 
same in the Control Yuan, an important 
supervisory body in the top-heavy gov- 
ernmental structure. Forty-five of the 73 
members were elected on the mainland in 
1948, and only 24 were elected from 
Taiwan. (The remaining four represent 
Overseas Chinese.) 

The KMT, of which Chiang is chair- 
man, is also top-heavy with mainlanders. 
The secretary-general, Tsiang Yien-si, 67, 
is, like Chiang and Yu, a native of 
Zhejiang province, and there are no fewer 





than 19 mainlanders on the party's 27-man 
standing committee. The two other offi- 
cially ‘sanctioned political parties, both 
minuscule, are also run by aging main- 
landers. 

Mainlanders also hold the high ground 
in the 500,000-man armed forces. Defence 
Minister Soong Chang-chih, a trusted ad- 
viser to the president, is a mainlander and 
so too is Gen. Wang Sheng, the powerful 
chief of the political warfare department 
of the Defence Ministry. Wang has been a 
close associate of Chiang for more than 40 
years. 

A Taiwanese, Lieut-Gen. Chen Shou- 
shan, was named a year ago as head of the 
Taiwan Garrison Command, the island’s 
highest security force. But he was edu- 
cated on the mainland and is said to be a 
protege of Wang, and his appointment has 
done little to alter a situation in which 
mainlanders continue to dominate top 
military appointments. 


espite all this, mainlander dominance 

may soon be a thing of the past. In Tai- 
wan today, the-boot is increasingly on the 
Taiwanese foot and there are indications 
that within a decade mainlanders and their 
descendants could find themselves as 
some sort of embattled minority. Al- 
though the appointment of Taiwanese to 
senior positions has been slow, locally 
born Chinese have been moving steadily, 
almost relentlessly, up the party, govern- 
ment and army ladders. 

The KMT, having taken steps to ensure 
that the electoral system is more open and 
democratic and aware that it would be 
electoral suicide in these circumstances to 
ignore Taiwanese concerns, has for a 
number of years been making an effort to 
recruit Taiwanese into its ranks. This pro- 
cess is well advanced. According to 
Tsiang, about 75% of the KMT's more 
than 2 million members are locally born. 

More Taiwanese are also finding their 
way into senior positions in the civil ser- 
vice. This process is already so advanced 
that some observers feel that a crop of 
young and able second-generation main- 
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~ This has already hac 






| epresentatives of 
Taiwan tend to be vung and energetic 
and they play a disp path impor- 
tant role in debates, if o. 












ers ay Е at- 
end voting sessions and, in that sense, still 


hate the body: 


in these circumstances: the inevitable 


question is how long the mainlanders can 
‘continue to hold sway over the Legislative 
Yuan, a body which is already down to^ 
half the 773 members provided for in the 

constitution and in which more than two- 

thirds of the members are ovet 70. 

The allotment of additional seats to rep- 
resentatives of Taiwan has helped to take 
up some of the slack. But the government 
"still adheres most punctiliously to the cus- 

tom whereby it is said that there. can be no 
elections for the Legislative Yuan as a 
whole until the mainland has been re- 
taken, This position is becoming increas- 
3 ingly difficult to defend; there are many 
< active and aggressive Taiwanese politi- 
ians and they can be expected to put in- 
reasing pressure on the mainlanders for 
ater Taiwanese representation. In like 
_ manner, the ruling. group will soon be ob- 
diged.-to tackle the questión of mainlander 
dominance in the National Assembly, a 
body in which 70% of the members are 
over 70 and 18% over 80. 

^Meanwhile, Taiwanese have been ap- 
= pointed. to a number of prestigious and 
< ‘quite powerful positions. In 1975, Lin 
г Yang-kang, a popular Taiwanese politi- 
cian, was made governor of Taiwan. In the 
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his vice- -president. 

To a party which is pledged: to the even- 
tual recovery of the mainland, Taiwan- 
isation raises a number of very delicate is- 
sues. To survive on Taiwan, the KMT is 
obliged to bring more Taiwanese into its 
ranks and field an increasing number. of 
Taiwanese in elections. But in doing so, it | 
inevitably becomes less national in ap- | 


of asa future: leader of Taiwan, suggests 
diplomatically that given the national goal 
of reunifying China it is probably best not ` 
| to havea Taiwanese leader at present. 


D 7 2 l 
* 54 need the support of the people of the main- 
land. For this reason, only a mainland 
leader is suitable as head of State.” If a 


Taiwanese were to become head of state 
before the recovery of the mainland had 


Taiwan's international image and give the 
impression to Overseas Chinese that we 
will stay here alone and forever.” 

A parallel argument, and one some- 
times advanced by moderate figures in the 
Tangwai movement, is that it is in the best 
interests of the Taiwanese to have a'strong 
maintander in charge for the time being, if 
only. because large numbers of Taiwanese. : 


Tangwai moderates have a vested interest 
in a smooth succession and would have lit- 


tle objection to someone like Sun succeed- -| 






tended to become less pronounced. This 


rance. Lin, a man sómetimes tpoken* 


nour endéavoür torecoverthe main- 
land,” Lin told the REVIEW, "we 


n achieved; said Lin, "it might affect 









be brought into senior positions under 
umbrella of such, a leader. Thus 
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~ Although Taiwanese generally p 
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Ла spite of these changes, ovi 
fficials say that regionali 
ends to be exaggerated. du 


i 
campaigns. As a result, they say Dan 
| “If you want democratisation, 
| Taiwanisation; it's the same tl 


П. Taiwan tend to be divisive г 


i. exacerbate this situatio 
rrent platforms of the: poli 
will emerge from an opposition party will 


cial sentimen 


coding to Antonio Chiang, editor of 


he Eighties, а forum for moderate non- | 


«MT. views, Taiwanisation. and. femo: 





<| and because in the final « ups 


seal d of у вме 


| doesn't. mention 
Р rhetomc about ‘Tar 
1 comes.a little exu! 
be something, тоге geared wards pros: 


be taken with. a gr | 
Chiang, whois married 


| probably more concerned abs 
| cratic ‘reforms than: with fundamental 


poe of Taiwaneseness.. 


he split theses days i is more along 
cal and less along region 
lines, at least as far as the moderates in 


cil. “But now the Tangwai is.a civil-rights 
movement. In general, it represents the 
less advantaged people, not necessarily 
Taiwanese." 

Despite... an inauspicious. start оп 
Taiwan, the КМТ has, in: 


| Чой, acie 


lashington may use a new UN resolution to seek ^a. VM 
n inquiry into chemical-weapons use in Africa 


y : 
New York: Aimed with potentially more 
ffective machinery, United Nations Sec- | 
etary-General Javier. Perez de. 


JN’s “yellow-rain” ‘inves 
ably to include Africa, 


The four-man ad hoc panel that had 


n investigating United States charges 
f biochemical attacks i in Southeast Asia 


pted 
on ping note of the experts * final re- - 


port. It observed that while th 


general would compile and maintain lists 
of ш "whose services could be made 


ed toxic agents; suc 


as those the US. has 


Soviets and their allies of using їп A; 
The secretary-general's experts, acting 
on information which might be brou 


his attention by any mei 
“undertake urgent inve: tigat 

use of biochemical agents in warf 
| report their findings to the UN. 


ga- | ernments concerned were req 


ons had been proven, nevertheless, it 
ild not disregard the circumstantial evi- 


ence suggestive of the possible use of | 


( ome sort of toxic chemical substances i in 
mber 13 resolution was 


Soviet-aligned countries against and 38 
bstentions. 


was authorised in.a companion resolution 


adopted simultaneously by an 86-19-33. 


ote. Under the resolution, the secre 





cooperate, including giving the exper 


spection rights in their counti 
investigations by the UN, C i 
US have been hampered by the re 
Cambodia, Laos and Afgha 


mit access to alleged yel 
‘The US ‘signalled the 


| manding a UN inquiry into biochemi 
The permanent investigative machinery | | 
to replace. the two-year-old ad hoc team . 


agent use in Africa when 


Adelman, deputy to per 


sentative at th UN. | 





“dese: 


and locally born Chine 


There are probably few countries 
fom. Istael that are so unified in th 


z ences as well. This poi 
| home when Kang led a 


| ing the trip the Tangwai legi 


not nly. that Taiwan’ s futu 
; il 


"fensive weapons to the island. 
the. Tangwai movement. are concerned. | . 
“Many years ago the Tangwai represented ` 
1 the Taiwanese,” said Hsieh Chang-ting, а 

non-party member of the Taipei city coun- =} 


In. Kang’s view, .younger-gene 


Taiwanese and mainlanders have an 


interest in developing Taiwan. “Iho 
second generation of Taiwanese do 
have this tense‘ relationship whic 
older generation has. had with тай 
ers," he:told the REVIEW..." 
ready. been here 30 years 


гапа no one knows how mu 
| will have to stay and it 
i doesn’ twork out," .. .. 


oxious weapons may have spread. 
rica" from Southeast Asia and Afg 
tan. Recalling that the late Emperor 
Selassie had appealed futilely t 
League of Nations over the use of “ 
death-dealing rain” against Ethioy 
enito Mussolini’s, Italian air foi 
1935, Adelman: said: “Today the: 
again. reports. of chemical warfa 
Ethiopia at Turukruk, near the Sud 
border, on February 15 and, mo: 


| cently, in ап attack 37 survivors of. 


were found. by a. Western-trai 
to exhibit. persuasive: sympto 


gas.” 


Although Adelman conceded th 
allegations are still unproven, he sai 
investigation.” Diplomat 

elman's comments:on Ethiopiad 
constitute a formal.call for UN a 


‘However, they suggested. that th 
might make use of the UN’s: strengti 


investigative machinery to trigger ; 
quiry. "Under the terms of the г 
tion," a delegate involved in the chei 
weapons issue told the REVIEW, "th 
retary-general would be obligated 


vestigate. He.is given no discreti 


latitude." .: 
~ However, Ethiopia — a Soviet 
state — is no more likely to admit 


team. into its territory than Camt 


Laose or Afghanistan. Like the latter 
| d. 





‘Best-selling Mita cor 
is atough act to follc 


Act if. 


Last year. the DC-131 became Mita s best-selling copier 
ever, as well as becoming one of the world's best-selling 
copiers. This year, Mita raises the curtain on a new star 
performer, the DC-121. With it, Mita virtually creates a 
whole new class of budget-priced. desk-top copiers. 

Extremely compact and 43.5 kilograms light, the new 
DC-121 is a true desk-topper - -often fitting in where 
many copiers can t —with much of the advanced tech- 
nology. many of the convenient features and all of 
the built-in Mita reliability of its popular predecessor. 

For example. the new DC-121 has Mita s own 
advanced dry toning system. for perfect, smudge- 
proof copies every time, And easy-to-use fea- 
tures like Print Cycle Interrupt and Cycle 
Repeating, with all controls conveniently 
grouped together on a single 
microprocessor-controlled control panel. 

First copy in a speedy 5.8 seconds. 
then 12 copies per minute, any standard 
size up to B4. Change paper sizes 
simply by changing paper cassettes. 

Reliability? At Mita, it's our single 
most important copier goal. But 
dont believe us, just ask any Mita 
owner. They ll give us a great 
review. 


Authorized Mita distributors in Asia and the South Pacific 

AUSTRALIA: Mita Copiers Australia Pty.. Lid., Melbourne Phone © 2? NEPAL: Mercantile Traders, Katmandu Phone 13816 
BANGLADESH: New Victor Lid. Dac 5 PAKISTAN: Reliable Business Systems Lid. Karac 
HONG KONG: The Office Appi tance Co.. ша. MG S 4 PHILIPPINES: Philcopy Corporation, Mania F 
INDONESIA: PY Mita Mahardi. J БАС SINGAPORE: Wei Tah Co. М. Singapore 

KOREA. Liker Со. itd. x EL ГАМКА. Ceylon usines Appliances ы tid. bo Ph 
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Introducing the Good Night Services” 


from American Express 


Don't leave home without it. 





Somehow, you've survived 9 business meetings in 4 cities (or 
was it 5?) in 6 days. Now, you just want to recover at Hilton 
International. Because they know what you expect. 

Hilton International says Good Night 44 ways. 

Hilton International brings you the Good Night Services 
at a world of hotels in 44 countries. Including the United 
States-with the Drake in Chicago and Vista International 
Hotels in Washington, D.C. (Feb. 1983) and New York City. 

For starters, each of these locations offers the American 
Express" Card Assured Reservation’ And with one, you'll 
always have a room waiting for you. Even if you arrive a little 
late. Or a lot late. 

The Good Night Services also let Hilton International 
guests cash a personal check (up to $250, subject to cash 
availability). Just as easy as that. And with the Good Night 
Services, you can even make a room deposit over the phone. 
Through American Express САК Deposit?” 

Of course, there are some restrictions that apply to the 
Good Night Services. So be sure to ask about them when 
you make your reservation. 

Where the world is at home. 

No matter where in the world you travel, Hilton 
International makes you-the businessman-at home. With 
an efficient secretary. Multilingual interpreters. International 
courier service. Cable and Telex” com- 
munications. (Not to mention the 
celebrated Hilton services like on- 
premise health clubs and a full array 
of quality restaurants. ) 

For a good night in any 














language, call your travel >> 

= 
agent, Hilton Reservation = 
Service or any Hilton == ( 


International hotel. 


м! 


AMERICAN EXPRES 


- Hilton International hospitality 
awaits you at 89 hotels in 75 cities 


^ dn 44 countries: 


Australia 
Adelaide 
Melbourne 
“Perth 

Sydney 

Sydney Airport 


Austria 


CUPS Vienna 


Bahrain 
Barbados 
Bridgetown 
Belgium 
Brussels 
Brazil 
Helem* 

Belo Horizonte 
Sáo Рашо? 
Canada 
Charlottetown 


Montreal Airport. 


Dorval 
Montreal 
Quebec City 
"Toronto 
Toronto Airport 
Vancouver 

Windsor* 
Colombia 
Bogotá 
Cartagena 
Curacao 
Cyprus 
Nicosia 
Egypt 
Aswan/ Luxor 

(Cruise Ships) 
Сато? 
Ethiopia 
Addis Ababa 


Holland 
Amsterdam 
Rotterdam 
Schiphol Airport 
Hong Kong 
Victoria 
Hungary 
Budapest 
Indonesia 
Jakarta 
Israel 
Jerusalem 

Tel Aviv 
Italy 

Milan 

Rome 

Ivory Coast 
Abidjan* 


Jamaica 
Ocho Rios 
Japan 
Okinawa 
Tokyo 
Kenya 
Nairobi 

Taita Hilis (Lodges) 
Korea 
Seoul* 
Kuwait 
Lesotho 
Madagascar 
Antananarivo 
Malaysia 
Kuala Lumpur 
Malta 
Morocco 
Rabat 
Pakistan 
Karachi* 
Lahore 
Panama 
Panama City 
Philippines 
Manila 
Puerto Rico 
Mayaguez 
San Juan 
Singapore 
Sudan 
Khartoum 
Switzerland 
Basel 

Geneva 
Zurich 
Taiwan 
Taipei 
Thailand 
Batigkok* 
Trinidad 


"s PortzofzSpain 


Tunisia 
Tunis 
Turkey 
Istanbul 
United Arab 
Emirates 
Abu Dhabi 
Al Ain 
Dubai 
Fujairah 
United Kingdom 
London 
Park Lane 
Kensington 
Gatwick Airport 
Stratford-upon-Avon 
United States 
Chicago (The Drake? 
Honolulu (Kahala 
Hilton) 
New York 
(Vista International) 
Washington, D.C.* 
(Vista International! 
Venezuela 
Barquisimeto 
Cabimas 
Caracas? 


*Opening 1983 * Two center-city locations 
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If You Want to 
Learn More About 
Reaching Asia’s | 

Frequent Busines 

Travellers Wed- 
Like to Give You 
the Plane Facts! 


When it comes to reaching the heavy fr 
quent travellers, the Far Eastern Econom 
Review soars above all the rest. 


At present most of the world’s leading airin 
that have routes in Asia use the Far Easte 
Economic Review regularly as a primary ad 
vertising medium. Why? The answer is simply 
because the Review reaches the highest au- 
dience concentration of heavy frequent inde- 
pendent business travellers of any regional 
publication in Asia today. And does it more 
cost-efficiently. | 


If you'd like to know more about our frequent 
business travellers, write on company letter- _ 
head and we'll be glad to send you a copy of - 
the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- | 
tional Research Associates. | 





FAR EASTERN II ECONOMIC 


БР 


For advertisers who 
take Asia seriously 


Address your 
inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 





















| € I TRUST the I 
department is not 
quests for copies of a m 






m the edition 
ой Ше 


researches have established 
that potential, and even regular readers 
hesitate to buy a copy from the 
bookstand if the cover date has passed. 
So do not reach for your pens or type- 
writers, There has been no interruption 
to our regular weekly service — unless, 
of course, the censors of various sensi- 
tive countries are still reading about 
where they should put their money in the 
Year of the Pig (my impression is they all 
read very slowly and their lips move 
while they do it). 

€ IT is not often this soirs produces 
an intelligence scoop about the showbiz 
world, but some years ago it was the first 
to reveal the sale by Hongkong's urbane 
film magnate, Sir Run Run Shàw, of the 
film rights of James Clavell's Hongkong 
‚ novel, Taipan, to a Swiss film producer 

"whose plan — subsequently frustrated 
-— was to persuade Sir Richard Atten- 
borough to make the film by promising 
him as a quid pro quo backing for Atten- 
borough’s life-long dream to make a film 
of the life story of Mahatma Gandhi. 

Taipan remains unmade, but Gandhi 
has been magnificently completed. Re- 
cently, thanks to Indian Commissioner 
in Hongkong C. V. Ranganathan, id 
the chance to see a private pre-release 
showing. 

The film is a superb achievement by 
Attenborough, both as director and pro- 
ducer, The evocation of India between 
the two world wars, of the Congress 
party wrangles about what policy to 
take, of the ading to the bitter, 
massacte-blo ation of Indepen- 
dence, to the final heart-breaking assas- 
sination, is done with exquisite attention 
to detail апі а sensitive. eye for be- 
haviour — both of Indians and of the 
British Raj. But the main triumphs ironi- 
cally belong to two other men. The first 
is the screenplay writer, John. “Briley, 
who manages to paint a wholly credible 
portrait of a Mahatma both human and 






eet 


_ torical events without letting their 


EW's subscription | 








epic proportions dwarf the protagonist. 
But the main honours go to Shake- 
spearean actor Ben Kingsley in his first 


screen role. Technically it is a master- pth 


piece of acting — as Gandhi grows from 


4а spunky: young human-rights lawyer in | г 
South Africa to the aged saint who led 
in | 


ut not quite, to unity. 
e restof the act 


joint top-bi 


-| for an uninspired bit partas a photo- 
- J: grpheritscapei me). The parts of Pandit |. 
‘Nehru and of Mohammed Ali Jinnah — 


and of the doomed interplay between 
well acted, as are most of the officers and 
gentlemen who ruled India, including Sir 
John Gielgud as Lord Irwin. ‘Above all, 
the film, to this observer, seems fair — 
both to the representatives of the Raj 
(brutal, pompous or humane) and to the 


their courage and their ultimately tragic 
failure to overcome the barriers against 
which Gandhi's Ше was finally crushed 
—- both the horizontal bars of caste and 
the vertical bars separating Hindu from 
Muslim. 

What the film's fate will be in Asia I 


audiences empathise with a three-hour- 
long portrayal of a great-souled Indian? 
How will Indians. themselves. respond to 
"an epic which their own film industry 
should have made? This Traveller 
emerged from the cinema into the pre- 
Christmas sunlight emotionally drained 
and very conscious that a great film 
about a great man had given fresh mean- 
ing to the season of goodwill. 

€ SOMETIME last year Vic Esbensen 
photographed a curious notice in Singa- 
pore's Braddell Road cemetery which 








witty, against a background of huge his- 











prompted several questions — which 


is being cleared to make way for modern 
"Housing Development Board apart- 
ments. Висш. х. why dead pigs? 
'— THE postal aathorities of Madurai in 















sout India very propery, ask. the public 









-* are. particularly | 





Indians, with all their patient suffering, | r 


cannot tell. Will Chinese and Japanese 


will remain unanswered as the cemetery 


Derek Dav es 


to “please keep post office clean” in a 
notice photographed by reader Jol 
that wit They help the publi 















e THIS sign, photographed by reade 
W. ІНК, is not а directive in’ 
slaughterhouse, it is a notice inva li 
one of Singapore's public buildings: 
he comments: 

















| 





» Metrication is all well Ыш. b 
how much meaning do KN/M2 loadfa 
tors have for the public? 

> Singapore is not known as a permis- 
sive society; but the notice is a tacit ad- 
mission of contrary tendencies, duly 
quantified in KN/M2. 

He believes he knows what the sign 
writer intended to convey, provided v 
do not take him too literally. 
e INSIDE every Tokyo taxi is a little 
sticker which illustrates situations in 
which the taxi-driver can refuse to pi 
up a fare — at intersections and on be 
in the road; in the Ginza no-stopping 
zone and, as the sketch vividly illus- 
‘trates, when the would-be. passenger i 
“either dead drunk or does not know his 
destination.” 













Many Tokyoites leaving the Gin: 
after doing the rounds of the bars at 
night have good cause to be grateful that“ 
taxi-drivers are willing to ignore the last 

regulation — at a price. | 





















‘time when Southeast Asia is in- 
asingly identified as®one of the 
more stable geographic regions, 
ore's political leadership has begun 
ss its concern for military security 
trongly than at any time since the 
of B 


g 
Prime. Minister Lee Kuan Yew said 


ational Day speech last. August 9. 
tion," he added, 218 ч 


of this concern, of course, “reflects 
veral Southeast Asian leaders see 
owing external threat from the 
t Union, chiefly through its patron- 
Vietnam. That is unmistakable. But 
»w also a new sense of calm be- 
| unexpected storm. The. nót-so-dis- 
past of Lebanon is recalled as a remin- 
f the fragility of order. 

imself noted that a few years ago 
non was a "jewel of cosmopolitan 
histication, a centre for banking and 
merce, à glorious tourist attraction" 
'rms which could apply to contempo- 
ore: "The world is not a bed of 


on and war is the order of the da; 
he exception. Peace and stability: 
cception: at least, that is what : 1982 








tures in economic terms, the contr 

‘grows between the leadership’s knife's- 
edge view of Singapore's place in the 
world and its concern about whatis seen as 





lion people. | 
Mobilising the population for participa- 





itish forces in the early | 










po 
;" Defence Minister Goh Chok Tong : 
arked some months ago. “One of its“ 
i realities is that conflict, confronta- > 
not. 









the increased complacency of its 2.4 mil 





ose etu] 


H 


eei 


tion in national defence — never an easy 
task їп а society which has traditionally ac- 


corded a low priority to a military career | 


— has become. more difficult. Morale in 
the services, at least among conscripts, is 
not what the senior leadership would like 
it to be: These problems have been iden- 
tified, moreover, at a time when Lee and 
others are trying to prepare the institu- 


tions which they started from scratch — 


among them the Singapore Armed Forces 
(SAF), the National Trades Union Con- 
gress, and the ruling People's Action 
Party (PAP) itself — for a transition to 
younger and less experienced leaders. 
One visible sign of the new emphasis is 
that a long-standing campaign to improve 
the military's image among Singaporeans 
has been stepped up, dramatically. Моге 
significantly, there is а new effort to inte- 
grate thé military further into civilian life, 
particularly at the senior level. Although 
Singapore maintains the smallest profes- 


stresses security as an arm of nation-building 
trick Smith and Philip Bowring 





sional army in the region and is wholly - 


committed to*civilian government, the 
question now-raised is what the military's 
future position in Singapore will be. 

This question may have been datent 


from ће beginning. When Singapore be- 


came an independent republic in 1965, its 
government inherited an armed force of 
1,000 men àánd 50 officers intwo battalions 
of the Singapore Infantry Regiment; and 


the majority of them "were поб: 5іпра- 


poreans: The navy inherited two small 
vessels: anid^a handful of men who were 
formed into the Singapore Naval Volun- 
teer Force: ‘The air armowas equally ermi- 
bryonic, and the Singapore air-defence 


command +- restructed іп 1975 as the. Re- . 


public of Singapore Ait Force did not 
come into existence until 1968, .. 
Building.of a defence force almost from 
scratch started in earnest at once under 
the guidance of the then defence minister 


|, Goh Keng Swee. It was given new impetus: | 
in late 196 





when Singapore learned that 








Britain would withdraw all its forces east 
of Suez by 1971, 
But already efforts to mobilise the en- 


tire nation for, defence were underway 


with the National Services Actin 1967 and 
the building of a citizens' army. Singapore 
went to a number of countries for advice. 

India was one known preference because 
of its Commonwealth-ties. But it was Is« 
rael, then as now. anxious for friends 
wherever they may be found, which 
answered the call. 

The Israeli system of a citizens’ army 
built around a small professional core was 
seen as suitable. Their training was fast 
and compressed, .with.a heavy emphasis 
on skill and adaptability, and dow em- 
phasis on rank and hierarchy: The first Is- 
raeli military advisers arrived. at the end of 
1965. Six months later they helped to es- 
tablish the SAF Training Institute, 
which produced its first gradtates, a year 
later. ; 


he national service ‘scheme. was. imple- 
mented shortly thereafter. National 
service lasts 24-36 months followed by an- 
nual reserve training up toage 50 for offic- 
ers and 40 for other. ranks. To preserve es- 
prit de corps, national service units stay 
together as reservists; With. singular con- 
пику of leadership. over the. past. 17 
years, Singapore has built up a regular - 
army of 40,000 (10,000 0f whom are career 
soldiers); a sophistigated. reserve force of 
130,000; a modest butwell-armed coastal 
navy, and the most formidable air force in 
the Asean region, with 112 aircraft and 
6,000 men, half of them careerists..— 
The air force. complements the role of 
Singapore Airlines and allied service in- 
dustries, which.are a major force in the re- 
public’seconomy,andakeyto Singapore's 
regional role and to the development of its 
technological capability. 
An arms industry == 










hich started in 



























ammunition — is now capable of meeting 
part of the military's light-weaponry re- 
quirements. It recently unveiled its first 
two original products, а semi-automatic 
infantry rifle and за light macifinegun 
worthy of the global arms market. 
Following the question of numbers 
came the question of quality — how to at- 
tract top talent to a traditionally unattrac- 
tive profession. Soldiering was held in low 
esteem in traditional.China and locally it 
' had for decades been managed by the 
British, with its rank-and-file being mainly 
Malay and Indian. The problem of attract- 
ing men of high calibre was made more ur- 
gent by the government's emphasis on the 
technological. development of the military 
— an emphasis, that has 
maximised the use of Singa- 
pore's limited personnel 
and minimised the problem 
of too little training space. 
In 1971 Singapore insti- 
tuted a scholar-soldier pro- 
gramme that only recently 
is beginning to bear fruit. 
Under the programme, 
young officers are sent as 
second lieutenants to uni- 
versities abroad and- аге ad- 
vanced in rank to. major 
when they return. They are 
then put into a rigorous so-called wrangler 
scheme, named after the students who are 
placed in the first class in the mathematics 
tripos at Cambridge University, the prime 
minister's alma mater. The scheme has 
been iri existence since the mid- 1970s as а 
management tool to attract and retain 
talent, 
,.. But, since 1981, it has been given wide 
national publicity as part of the effort to 
improve the image of the forces and em- 
phasise their integration with the civilian 
elite. -In the scheme, the officers are 
pushed hard in the face of greater respon- 
sibilities. They are moved often and their 
performance is monitored carefully. 
Those who make the grade are rewarded 
with high ranks and salaries, challenging 






responsibilities and — as of this year =~ 


the opportunity to maintain their rank in 

the reserve system while moving across to 

thé civil service.in senior positions. 

“The first of the scholar-soldiers — four 
officers accepted for. the. programme in 
1971 — last. year began achieving senior 

ranks in the army: Another officer has 
moved into. the civil Service. Of the four 
“who” pioneered the «programme, three 
“have endured — and:all are now full col- 
г onels in their early 30s. One. of them, and 
the officer who advanced most rapidly, is 
Col Lee. Hsien Loong, 30, the prime 
minister's elder son. In September 1982 it 
was announced that he had been named to 
Ше post of chief of staff (general staff), a 

position which makes him de facto the No. 
3ш the SAF (REVIEW, Sept. 24, '82). 














he move of Brig.-Gen. Tan 
jsitiorras second perma- 


As significant as Lee's promotion, how- : 








nent secretary in the^ Ministry of Home 
Affairs. At the time of these promotions 
the government stressed that it would en- 
courage the transfer of talented officers 
into the bureaucracy — or the private sec- 
tor. It is widely believed that Col Lee will 
eventually make this move himself. 


AS some oonspiracy-theory critics 
of the government claim to fear an 
creasing role for the military їп civilian 
life, the real intent seems to be the re- 
verse: to integrate the military into the 
non-military by creating a degree of inter- 
changeability among the elite in all i institu- 
tional fields. 
The army does not — contrary to some 
claims — have a signifi- 
cant internal security 
role. Citizen armies are 
of limited use in dealing 
with. | recalcitrant. citi- 
zens. | 
The | scholar-soldier 
programme and the 
much-publicised promo- 





tions which have grown’ 





Lee Hsien Loong, Skyhawks in flight: a rapid take-off for the wranglers. 


“cated officers has had negative effects: A 


| perienced people are.moved above them 


and rapid advancement of a number à 
younger officers, the government remain 
only partly satisfied with its ability toa 
tract top minds and potential leaders int 
the armed forces. There is a shortage | 
only of career officers at the level at wh 
the wrangler scheme is aimed, but also 
non-commissioned officers. . 

Recruitment problems are exacerba 
by the lengthy (eight-year) 
period required as. part of the. of 
training. programme. These 
raise the question of just how success 
the government has been thus far == 
cording to its own rigorous standard 
achieving its plans for creating.a h 
motivated and proficient core armed f 
around, which reserve forces can qu 
be gathered in times of crisis. 

Rapid advancement of younger, 














in other domestic. institutions ;— th 
unions апа the PAP, for instance — 
morale has been damaged among:olde 
professional officers as younger, less ex- 











In’ the, SAF@ as has happened w 





out of it had a dual purpose. Intended 
primarily to improve the level of technical 
expertise and brainpower within the 
armed forces, it was also part of the gov- 
ernment's public-relations effort to en- 
hance the military's public image. Col Lee's 
presence is viewed as particularly signifi- 
cant in this. Indeed, the prime minister's 
younger son has followed the example. He 
is now a captain in the SAF, having been 
to Cambridge and to the United States 
Army Armor School at Fort Knox. If he 
makes the wrangler grade he will be pro- 
moted to major soon. 

Since it was started, the government has 
enlarged the scholar-soldier programme's 
intake from four to as many as 24 officers a 
year. И can be asked, however, whether 
the SAF will find as many eligible candi- 
dates as it would like. Indeed, to whatever 
degree the government's programme to 
develop its military has been successful, 
problems have: inevitably lingered. Even 
with Col се апа the visible 




































unionists and rank-and-file party bra 
officials, many older officers have eith 
been pushed aside or have retired. Expert 
ence — and some older officers and NCO: 
saw active service against comm 
guerillas in pre-independence Malaya, 
during the early 1960s Confrontation 
Indonesia — has had to yield to brai 
technology. Even among the young 
fessional officers, there is an air o 
tainty engendered by the numbe 
shifts and promotions. 
Having been advanced quickly 
period of prosperity and stability — 
an army very short of training space* 
new breed of officer tends to be techni 
cally proficient but short on field abiliti 
Combined training exercises. at 
level —such as one planned fi 
in Singapore for American, New 
and Singaporean office 
computerised, simula 


















Probably the most signi aspect 
this effort was the initiation in 1982 of th 
rogramme allowing military officers to 
ve into civilian life (and allowing doc- 
s, engineers and others to move be- 
tween the two, maintaining. ranks in the 
| reserves). Another aspect of the campaign 
the raising of salaries for officers to 
evels now comparable to what they are in 
the US. But there are many smaller man- 
stations of the campaign, including the 
-decision to allow units to drop the use of 
“the term "sir" and instead use ranks as the 

form of address. This informal approach 

inthe forces is clearly 

ed to avoid an alienation problem. 
counterpart is an effort. to encourage 
> use of military titles in civilian life to 
ake reserve officers proud of their mili- 
connection and rank. In the forefront 






















rching to: self-sufficiency |; 





synerge c 
economy, particularly in the "operation 


‘and maintenance of high technology апа. 


in weapons production. However, there is 
also at the same time something of a cón- 
flict of needs between a citizens’ army, 
with its capacity for mass mobilisation as 
wellas its nation-building role, and thé re- 
quirements of a techrfically sophisticated 
forces which requires constant training. 
This is highlighted.in the difference be- 
tween the predominantly national-service 
army, and the air force, where 50% are 
career servicemen. To make up for its 
small population, Singapore needs a citi- 
zens’ army. But.to make the most of its 
skills and location if.needs one arm with а 
high proportion of professionals -— and a 
large slice of the defence budget, 


in arms as well as denos. 


f ichgel Richardson 


ilitary attaches watching the National 
Day parade in Singapore last August 
d with interest that three. new 


eae T 


hipbuilding and En- 


dozen fast patrol boats c pable of 
ng missiles have been built for the 
At another state-owned concern, 
my’s 350 French-built AMX 13 light 
tanks are being stripped: and rebuilt as 
new. 
In February 1982, the government's 
¿Singapore Aerospace Maintenance Со. 
Samco) handed over to the air force a 
batch of 20 Skyhawk A4SI fighter/ground- 
| attack aircraft bought from surplus Ame- 
сап stock and refurbished in Singapore. 
linister of State for Defence Yeo Ning 
Hong said the aircraft had to be stripped 





ested for defects, repaired and rebuilt, 
omplete with the necessary avionics and 
electrical systems. 
He also announced that the Ministry of 
Defence, known as Mindef, had decided 
о bring Samco, Singapore Electronic and 
Engifeering (SEEL), and other com- 
panies involved in aerospace industries 
under a single entity to be known as the 
"Singapore Aircraft Industries (SAT). Both 
Samco and the aviation division of SEEL 
have premises at West Camp, Seletar = 
one of the republic's four airfields. - 7 
Yeo said SAI would have a staff of 1 200 


_ than $$70 million (US$32.4 milli 


and forecast an annual turnover. of more: 


“toctheir bare components, inspected and | 











work was i *Plans are ЕТ іп 
hand for SAI to take the lead in going into 
the manufacture and supply of specialised 


| aircraft components and spare parts and 


the establishment of repair.and overhaul 
capabilities for high technology aircraft 
parts and components." 

< Yeo's comments экеге опе of the rare 

ic references by the government to 

's. defence-related industries. 

considerable secrecy, these in- 

dustries have been developed in 15 years 

to the. point at which Singapore. has be- 

come Southeast Asia's main centre for 

manufacturing, assembling and servicing 
military material. 

With the developm :nt and commercial 
production of its. two. new. infantry. 
weapons — the SA 480 assault rifle and. 
the Ultimax 100 li. t machinegun — Sin- 
gapore is poised и -ry to carve out a niche 
for itself as.a defence-equipment supplier 
to regional and world markets. 

Singapore clearly believes its defence 
industry is well placed to help meet de- 
mand for greater regional self-sufficiency 
and in the past 12 months has been quietly 
displaying its wares to its Asean partners. 

Singapore's core defence companies are 
owned by the government. They all come 
under the. Sheng-Li Holding Co., an arm 
of Mindef. Partly to make: profits and 
partly to promote economic growth by ap- 
plication of advanced technology,- the 
Sheng-Li-owned companies are involved 
in civilian as well as defence and defence- 
telated activities. 

vSheng-Li does not publish consolidated 





Р accounts, buta booklet on Samco said the 
| group's turnover for 1980 tota lied а 08900 

















nai p 
lightly up from 1975's 
t the numbers in the 
growing much’: less 
NP this indicates the in- 
creased spending on equipment. Singa- 
pore's spending represents - the. highest 
percentage in Asean apart from Malaysia, 
where spending on defence has more than 
doubled since 1975 to B 7% in 1981. 
ро": sources say Singapore's ac- 
tual defence spending is somewhat - 
higher than 5.796 as certain training and 
manpower outlays with a large defence 
component go under other budget heads. 
The total cost to the economy is higher still 
becftuse of the loss to the workforce caused 
by national se "and reserve training. . 
‘However the cost of defence has never 























million: The REVIEW was told by one offi- 

cial (hat this y Us rose in 1981 to “very 

^ US$231.5 million. About 
d 


emainder from foreign sales.’ 
he defence induite sphere, Sheng- 


Li has three basic groups of companies: 


ordnance, aerospace and shipbuil їр. 
TH biggest and clearly in- 
; prior pansion. The four 
main Sheng- iar ' ri 
Industries of Seton CIS), Ordnance 
Development and Engineering of Sin 
pore (ODE), Singapore Automotive [^ 
gineering (SAE) and Singapore Com- 
puter Systems (SCS). 

» CIS was the first to be founded — in 
1967 — on the initiative of Goh Keng 
Swee, then minister of defence. In May 
1966 he called in.Sir Laurence Hartnett, 
director of ordnance production in Aus- 
tralia during World War II, to help set up 
an armaments industry. The project — 
| known as Operation Doberman (the com- 
pany's cable address is still Doberman) — 
was given top priority and top secret clas- 
sification. 







tarting with production of high-velocity 

5.56 mm. cartridges for infantry rifles. 
CIS branched out into other ammunition 
and weapons. It became the first company 
outside the United States to be allowed to 
produce the Colt M16 assault rifle under 
licence. Production, using US-supplied 


.materials, started їп 1969-70 and by the 


time it ended in late, 1981, CIS had sup- 
plied about 80,000 М165 to the Singapore 


“Armed Forces (SAF). CIS ended the 


licensing arrangement to concentrate on 
manufacture of the SAR80 rifle. 

Today CIS is Singapore's largest locally 
owned and managed company, with a 
workforce of about 2,700. It has nine sub- 
sidiaries and. four associated companies 
under its management. There are five di- 


- visions: within CIS: small-arms ammuni- 
“tion; 


_medium-calibre ammunition and 
fuses; large-calibre ammunition; small- 
arms weapons; explosives. and руго-. · 
technics. CIS products. includ 3 








































p 
with some middle- 


To help use all cons 
as possible, from thi: 
least-educated, wh 
into an increasing 
will go into a n 
few weeks' military 
assigned for the dur 
service to work « 
defence projects 

The efforts 
focus of natiói 


ts as effectively 
ear some of the 
it difficult to fit 
phisticated army. 
abour corps. After a 
, they will be 


blic housing or civil 
(агу service a 
flected in a 
the government 


D. r$ to emphasise 
Switzerland. In part this reflects the gov- 






































range of ammunition, including mortar 

' rounds, 75 mm. shells for the AMXI3 

‘tank, 155 mm. high-explosive artillery 
shells and 500 Ib bombs. 

CIS concentrates on high-volume pro- 
‘duction. Its sister company, ODE, and at 
~ Teast two similar firms — Allied Ordnance 
. of Singapore (AOS) and its subsidiary Al- 

lied: Engineering of Singapore (AES) — 
with small-volume production. 
ODE eiigincored and developed its own 
f the Belgian 7.62 mm. machine- 
~ gun and the Finnish Tampella 60 mm., 81 
mm. and.120 mm. mortars. Unlike the 
'Mi6licensing : arrangement with Colt, this 
so-called reverse engineering (which the 
. original manufacturers complain is basi- 
cally copying) leaves Singapore free to 
modify and export the weapons as it sees 
fit. Nearly all CIS products are also free of 
licensing constraints. 

AES is a joint venture between AOS 
and Bofors of Sweden, A brochure issued 
by the company says it was formed to "en- 
gage in the business of maintenance and 
assembly of ordnance equipmenf, but spe- 
cialising in anti-aircraft guns." AES says it 

is committed to assembling the Bofors 40 





mm. L/70 gun “to, the same stringent. 


specifications set by the manufacturer." 
One of the four CIS-associated com- 
panies, Unicorn International, serves as 
marketing age 
.Set up in 1979, it 
- handle export sales o 
чапа supportin es provided by six 
~Sheng-Li- fir CIS, ODE, SSE, 
Samco, SEEL, and’ SAE — and six over- 
seas defence-equipment manufacturers — 
Dynamit Nobel of West Germany, Racal 
of Britain, General Dynamics of the US, 
L. M. Ericsson of Sweden and Siai Mar- 
chetti of Italy. 
_ CIS makes 35 mm. ‘ammunition under 
contract to Oerlikon-Buhrle. It recently 
‘set up a joint-venture company with Nico 








mary function is to 
f. defence material 
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Headline fro an SAF advertisement in The Straits Times, January 1: preparing for the worst. 


he Sheng-Li group. 


| tion from Singapore and; 
-Taunched а joint venture with CIS to pro- 


bours (as it was when Israel assisted it in 
the 1960s and early 1970s) and more as a 


| friendly nation living in peace with. its 


neighbours, but welkable to defend itself if 
attacked. 

It is a conceptual, psychological shift, 
not an organisational one. H reflects Sin- 
gapore's growing view of itself as a matur- 
ing commercial, economic and banking 
centre, as is Switzerland. Switzerland pos- 
sesses a lengthy tradition of national ser- 
vice that is embedded in its social fabric; 
this is based less on any sense of urgency 
or threat than.on national pride. 

To emphasise the respectability of ser- 
vice in the armed forces, Singapore has 





Pyrotechnik of West Germany to. manu» 
facture smoke grenades, thunderflashes 
and flares. Last September, during talks 
with Defence Minister Goh Chok Tong 
and senior officials, Australia's Minister 
for Defence Support Тап Viner proposed 
that the two countries explore oppor- 
tunities for co-production in the defence 
field. Viner said afterwards that Singa- 


_ pore's response was positive. 


he Singapore Government is reticent 

about arms exports. But two things are 
clear. One is that the Sheng-Li-owned 
group, having met the needs of the SAF 
and invested many tens of millions of dol- 
lars in modern equipment and manpower 
training, is orienting its defence-related 
activities increasingly tó the export mar- 
ket. Another is that the group is diversify- 
ing extensively into civilian undertakings. 


| Both moves reflect a profit motive. 


So far, small-arms ammunition from 


"CIS has been Sheng-Li's main military cx- 
, port item. New Zealand has been a regu- 


lar buyer of ammunition and mortar 
bombs since the early 1970s. Australia has 
been an occasional buyer of ammunition. 
Both countries speak highly of the quality 
and reliability of Singapore's products. 
An Australian official said South Korea 
and Taiwan offered cheaper ammunition, 
*but it can be unreliable." 

Thailand buys small-arms ammunition, 
mortar bombs and anti-aircraft ammuni- 
in 1979, 


duce, under licence, the American M203 
40 mm. grenade launcher. But well-placed 
sources say exports. beyond thé producing 
countries have yet to be approved by 
Washington. The. Philippines used to buy 
infantry supplies from CIS until the late 
1970s when it became: self-sufficient, 
Neither. Malaysia nor Indonesia have been 
customers, though that may, Te if re- 

































civilian, private-sector life should a: 
to an equivalent role in the national 
fence effort. In reality, Singapore's po 
tion is neither that of Israel — surrout 
by clearly identified enemiesandspen 
a huge part of its national income o 
fence — nor Switzerland, with йо ге 
identifiable enemies, no coveted 
sources or strategic position and sper 
less than 2% of GNP on defence. 
Singapore's enemies may be more: 
tential than actual. But it lies at a strategi 
cally crucial point in an area which: 
been the theatre for a variety of confli 
in the lifetime of its top leadership. Thu: 
the SAF has a dual role: preparing i 
practical terms for the worst. and me 
while helping build the cohesive i 
tions and identity to see the nati 
thibugh any challenge which may arise 



























gional defence cooperation should gro 

Other CIS and ODE productshavea 
been exported, but officials. will not « 
close the quantity or even hint at the va 
involved. Nor will they reveal the iden 
of customers, j ue 

, Government ойе 






"Buying the ly dal M a 
it was how Singapor 
SARBO. It wasaskedbyt 
def to come up with a cheap 
to the M16 assault rifle. 

Britain'sSterling Armament, m 
the famous sub-machinegun, hi 
which CIS totisidered had good pot 


ied ito xia to the ‘SARS ‹ 
Sterling with a share of income fro 
exports. CIS Prio volume pr duc 


Mindef source said there woul 
be a follow-on order so that th 


source said CIS could easily pr 
30,000 А805 а year. He said. 
were being built up to meet export. о 
Marketing work started 
despatch of CIS demons 
various parts of Asia, the Middle 
Latin America and Africa. 
^ Export. price. is US$300 comp 
US$450-500. for the M16 and: 
US$800 for the products of some à 
leading West European тіПе-таке 
Fhe machinegun made by CIS 
tracted considerable attention. 
timax 100 is a lightweigh 
can fire up to 520 rou 
the should 






























"The basic concept of the Ult 
rought to Singapore by Jame 
n American previously: associz 
ign of the Armalite ARTS ап 

ullivan, unable to interest US arms-mak- 
rs in his design, saw Goh in Singapore 
5d offered it to CIS. 








equ 
моа ти. which wona fire the 


nd | plastic dtum magazines which can 
реф оп within five seconds. 
The company started full-scale produc- 
of the gun in May last year to fulfil an 
tial order of 5,000 from the ЅАЕ апі 
pa stock for export, 
say. CIS has the capacity to supply 
0 8.000 a year. They cost about 
s. 500 apiece. Colt and Sterling have 
been sufficiently attracted by the Ultimax 
ito have concluded agreements with CIS to 
promote and possibly manufacture the 
un in the US and British home markets. 


IS‘ earliest non-military venture was to 
гип the Singapore mint from the time of 
‘its establishment in March 1968. A majör- 
ity of the company’s nine subsidiaries and 
four association firms either sell goods and 
services to the civilian economy or serve 
the civilian as well as the military sector. 
fie. CIS subsidiary, Singapore Test Ser- 
es offers laboratory testing facilities to 
mmercial customers. Among the ac- 
ities of Chartered. Machine Tools is to. 
romoteuse in Singapore of industrial 
robots and numerical control machines. 
hartered Electronics Industries | sells 
civilian and military electronic equipment. 
Two CIS associate companies appear to 
ре entirely civilian in their orientation. 
пе; Sal Leasing, was formed in. April 
981 with a paid-up capital of S$4 million. 
It lists its main activities as industrial 
ans, car and truck rental, leasing апа 
tire purchase of a wide range of commer- 
F and industrial hardware including 
computers, construction and office equip- 
ient, The other CIS associate, SCS, was 


ith the full benefits of modern computer 
applications,” Officials say it has become 
largest software house in Singapore 
with more than 170 professional staff. 

25 is owned jointly by ClS'and SAE. 


m into one of the biggest automotive 
neering concerns in the republic: It 
asa technical workforce of 900. Tt main- 
tains and refurbishes tanks and vehicles: 

heng-La also owns the Parkland driv- 
ng range, the Yi Lung cinema, Singapore 


dried food to the SAF and government 


agencies, and SAF Enterprises, a com- 


low-cost supermarket chain. 
30 


Mindef | 








up in early 1980 “to provide clients 


According to a company brochure; SAE. 
started operations in March 1971 and has | 


Food Industries, which supplies fresh and. 





pany originally conceived as a military PX: 
system which has grown into а popular; 2! 
| someother Asean forces which 





бате 






few. armed forces, ‘su 

West) Germany: and Egypt, have 
clearly defined enemies and theatres. of 
operation: ‘Others, such ‘as Singapore, 
must orginise, equip and train themselves 
without: a precise idea’ of the cir 
cumsthnces and place in which they may 
eventually bé needed. The uncertainty is 
all the worsein Singapore'séase. It cannot 
simply think of territorial defence, pro- 
tecting its own borders against aggression; 
it is too small. Inthe words of one officer: 
“If the enemy has reached th 
it’s too late.” 

But to think in terms of defendin 
gapore by starting from someot 
territory is naturally. a sensitive. is 
was even more soin the early days of the 
republic, when relations with neighbours 
were strained, when Singapore. was less 
conscious of being a global city. and more 
conscious of being a small place, sur- 
founded by a suspicious Malaysia and an 


ad those of 







| openly hostile Indonesia. In those days 


there was talk of a Mersing line, a defence 
line, deep in Malaysia. 

Strategists, following experience gained 
in World War Il, generally believed that 
Singapore and Malaysia could be de- 
fended only as one. But it was notalways 
clear whether the concept of the Mersing 
line was conceived in those terms, or in 
terms of the so-called poisonous-shrimp 
concept of Singapore's defence. This ver- 
sion of global deterrence in miniature held 
that: Singapore’s forces should be suffi- 
ciently powerful to deter any regional 
power from tryingto eliminate Singapore, 
simply by making the price too high. 

The poisonous-shrimp theory is not 
much talked about these days — even 
though it is part of the Swiss strategy — 
but the Minister of State for Defence, Yeo 
Ning Hong, used a rather similar 
metaphor not long ago: "We are going to 
make absolutely sure that anybody who 
attempts td swallow üs is going to get. a 
fishbone that will perforate their throats." 

One could вау that the shrimp or 
fishbone strategy has been successful: the 
republic s armed forces, though numeri- 
cally quite small; would be à very serious 
proposition for an attacker, Now Singa- 
роге is not a mini-state surviving. on the 
sufferance. of neighbours. Despite neigh- 
bourhood strains, “Prime. Ministers Lee 
Kuan “Yew. always saw the poisonous- 
shrimp stylé of self reliance asa last resort. 

; Fortunately, regional cooperation ‘has 
come along way since 1965 and, within the 
regional context, Singapore has been able 
to present itself as a potentially useful ally 
in fact, if not ina formal treaty sense. Tt 
has a strong defensive air. force; and 
ground forces which are both mobile and 
bristling with technical expertise. Both 
these qualities are ideal complements to 
longer 























































seway, . 











on manpower than they are оп. techrio- 
logy. 

“Бог Singapore then; regional coopera- ^ 
tion fills the vacuum left by the departure 

of Western powers. It is a kcy link in the 
chain of resistance to ‘Vietnam's Soviet- 


-backed expansion and, in à wider context, 


the. Soviet; and) communist: threat’ to 
capitalism and the open-trading system of 
which Singapore | all but significant - 
part. Singapore an yway cannot help but 
be aware. that. in га large conflict, its” 
strategic, position, its. рог апа technical 
facilities and its role in oil-refining and pro- 








“duction; would make it a significant prize: 


a 


"This global perception has combined. 


| with Singapore's unyielding anti-com- 


munism to put it in the forefront of ap- 
реа for closer‘regional military coopera- 
tion. This desire to be seen to be useful to 
its neighbours contrasts strongly with the 
past when Singapore was seen as prickly 
and distant. — 

In recent visits to both Kuala Lumpur 
and Jakarta, Lee has pressed the coopera- 
tion issue publicly. In Jakarta he noted 
that bilateral cooperation had existed for 
several years between individual members 
of Aseün but said: “We feel the next stage 
of trilateral exercises is simple. But if we 
leave it at purely trilateral exercises, there 
тау be misunderstandings of the nature of 
the long-term threat . . . the ideal would be 
multiláteral exercises encompassing all 
Asean members, but at least quadrilateral 
exercises so that there is no misun- 
derstanding as to the the nature of the 
threat. . . The main issue is: are the 
Soviets to become a major power or 
influence in. the region because of Viet- 
nam?” 


peo at least, other Asean members 
prefer that cooperation should remain 
at informal and bilateral levels rather than 
move towards something which might be 
construed as à military alliance. Indone- 
siah Vice-President. Adam Malik com- 
mented that it was not necessary to con- 
duct quadrilateral military exercises. 
“Joint military exercises will lead to ques- 
tions, such as, at which country are they 
directed, who is the enemy and so on.” 
But, despite criticisms, it is noteworthy 
that Lee knew he could make his remarks 
in Jakarta without upsetting his hosts. 

* Others do not see the need for a large 
degree of regional cooperation in the way 
that exposed Singapore does. Nor do they 
want to appear provocative — some In- 
donesians see Vietnam as as much sinned 
against-as sinning. However, there is little 


doubt that-Malaysia — with Datuk Seri 


Mahathir Mohamad as prime minister and 


‘Fan Sri Ghazali Shafie at the Foreign - 


| Ministry — and Indonesia are more suspi- 
cious of Soviet designs and the Mas 
"Hano 









is than t sed to be 












"small forces it 
ing grounds. and е 
donesia and Malay 
to allow Singapore's $ troops ön their soil. 
This need for training space is the main 
reason for Singapore's Taiwag connec- 
© thon. Singapore at any one time has at least 
hree battalions training there on a rotat- 
“ing basis.. However, they are there only to 
take advantage of the real estate. There is 
no exercising with local troops. 

Jungle training is carried out in Brunei. 
Until this year Singapore had no access at 


Singapore’s | 
military 
muscle 


Army: 40,000 
1 division AC headquarters, t- ar- 
moured brigade (one reconnaissarfee, one 
tank. and two APC battalions) 
3 infantry brigades (each of 3 
ions) 












battal- 


 unwi ing | 


сеп Lee and Mahathir, a 
an officer is now to train 
ong way to go before 
Malaysia allows significant numbers. of 
Singaporeans on to its soil, whatever 
statements might bé made on mutual 
benefit and joint security. Bilateral coope- 
ration with neighbours takes numerous 


naval exercises with Malaysia’ and Jn- 
Thai troops in Thailand. 


here is every indication that these bila- 
teral exercises will increase. However, 
notwithstanding these regional moves, the 
most significant cooperation" arrange- 
ments for Singapore still come under the 
aegis Of the Five-Power Defence Arrange- 
ment (FPDA) dating back to 1971 and 
linking Malaysia, Singapore, Australia, 
New Zealand and Britain in a framework 
originally designed to offset the British 
withdrawal. Although in many ways an 
anachronism, one aspect of the FPDA has 
survived all the vicissitudes of the past de- 
cade: the Butterworth-based Integrated 
B Ф 





forms but is mostly small scale-— coastal. 


donesia (separately) and exercises with 








| of light tanks and armoured personne 


“cgoperation, there is little doubt that 


ipe 
“toth 


ever, Singapore n 
dent of its own: abilities; Among. oth 
things, observers note that Singapore ly 
not yet offered:-to contri | 
United Natio peaceke 
such as thosein Namibi 
for their reluctance may i 
tic caution, or e the problea 








































such as Thailand, have been ber, 
FPDA exercises, Thailand ha 


system. is specifically about the join 
fence of Malaysia and Singapore and 
cannot itself be expanded. 

Whatever the form of future def 


Singapore Armed Forces. (SAF): 
trained to operate in a coalition en 
ment, What are the characteristi 
SAF? A particular strength of t 
believed to be its engineering and sig 

capability. More visible is the large fore 


ries — which are of limited value in Sin 





1 commando battalion: 
б artillery battalions 
6 engineering battalions 
3 signals battalions 
Equipment includes., 200 
AMX13 light tanks, 500 M113 
АРС. some Commando V200 
APCs, 30.155 mm. howitzers, 
2:60 mm., S1nim. and. 120 mm. 
mortars, 84 mm. and 106 mm. 
illess launchent 20° mm. 





se are men whose civilian pi are too | 






f ie books Alan Ашан, Asian De- 
, fenceJoumat, Азга 1983 Yearbook andothers, 
















Singapore 
Malaysia 






or аге incompatible with mobilisa- Аена System (IADS). Under 








ion, but who can be assigned to support IADS auspices units of Malaysian Indonesia |. 200, 
** and civil-defence tasks. : | and Singaporean forces and Butter- ын : n 
ehh CE- poworth-based Australian aircraft — |. vieman. | ego 000 


Navy: 3,000. . | 
6. Lürssen. TNC 45 FAC (some arith 
Gabriel surface-to-surface missiles): 
z6 Vosper FAC ^ - © 
6 LSTs ss : 
- 2 coastal minesweepers rs 
42 coastal СИА boats 














Air force: 6; 000 
wks (Sas trainers) 


Hunters: 
53. quadrons with 24 PSE 
and 6 FSF fighters) 
2 transport /search-andérescue squad- 
rons with.8 C130 Hercules and 6 SKyvans 
2 helicopter squadrons with 49 aircraft 
including 40 Bell UHI, 
4 SAM squadrons; 


one with 


‘Bloodhound, one. with. Hawk, one with 
Rapier and one with fpes. 500 RBS mis- 
А piles: 





L Australia and New Zea 


| Joint command structure. LADS has 


süttack/recon паїввапбе, : 






sometimes joined by units based in 
land — exer- 
cise together regularly and operate a 


not prevented friction between Malaysia 

and Singapore over air-space in the past. 
. But it has helped. 

The FPDA has even enjoyed а modest 


; | revival since Lee and Australian Prime 
2 fighter pround-attack squadrons with 
а Куна, 


«Minister Malcolm Fraser discussed it at 
the Commonwealth Heads ‘of Govern- 
ment Regional Meeting in New i a in 
September 1980 (REVIEW, Nov. 7, '80): 
Fraser invited members to exercise jointly 
im Australia. Since then, Singapore’ has 
taken partin battalion-size exercises with 
; Australian troops and trained unilaterally 
‘at brigade strength in Australia. Battal- 
ion-level exercises have also beén staged 
in New Zealand. 

The Falklands campaign; which Singa- 





pore followed closely, emphasised the im- 
portance of training and morale: It also, of 
Course, showed that good weaponry in 
| skilled hands can make up for lack. mam, 





| Not allin service. 
1 More than 10%. 





| and F5 fighters the num 


























pore’s confines but which: pre: 
could readily be moved across t 
way to help Malaysia. With six EST. 
CI30B aircraft and six Skyvar 
also capability to move troops or 
in limited but significant: 
quantities by sea and air. A ree 
panded helicopter force has 
tical mobility. 2 

The navy is small and == 
LSTs — limited to coastal waters 
six fast attack craft have loca 


face тїї өз ЛИ is believed that 
ernment is.considering buying 
modern missile System. . 
: ias very large defe 

5 the strongest in-Aseéai 
гате A4 fighter-bombei 
rs of which Па 





lion. This system could be given a sub- 


crease the effectiveness ati itsa air defence: 


is likely to purchase the Grumman 
Hawkeye airborne warning and con- 
il system at a cost of some US$150 mil- 


regional role. 


& 


Other nations: in the region have ex- 
xressed interest in the Hawkeye, but at 
nt Singapore is probably the sole re- 

al nation, with the possible exception 
hailand, capable of handling and 
aintaining such a system: This.is a mea- 
Kf how far the SAF has come since the 
s'when-former defefice minister 

ng Swee insisted that they should 

with simple.and second-hand equip- 


t and learn. with that before: buying, 


e sophisticated weapons. 


ngapore's ability to operate and service 
"sophisticated equipment should be an 
raction for its Asean partners. For in- 
ance, it Has the only capability in the re- 
on to undertake certain types. of jet-en- 
overhaul: It:has skills in electronics 
unique to the region. Oryoccasion this 
akes neighbours à little envious. One 


"Singapore source said: "Sometimes the 


tidonesiansewould rather deal with the 
Americans or the Germans than admit we 
Сап do the job as well.” But this type of 


; thinking i is changing, particularly from the 


alaysian side. Malaysia recently agreed 


at the engines in the-sécond-hand |. 
yhawks which it is buying can be refur- | | wi 


ed in Singapore. 
One area of regional cooperation whic 
ould help both Singapore and. its nei 
bours without requiring any formal аргсе- 
ment would be in equipment procure- 
ment. Communality of equipment would 
make military sense. It would aid Singa- 
ге in the development of its servicing 
bilities so as to help the region and.also 
pur the growth of industries making arms 
г components within the region. 
alaysia at least seems keen to try infor- 
mally for a degree of coordination of pro- 
urements. Deputy Defence Minister 
Abang Abu Bakar recently proposed bulk 
urchasing of common equipment by the 
WO countries. 
Cooperation is easier said than done. It 
will be slow going. Some neighbours are 
üspicious that Singapore is the main be- 
ieficiary of such moves. At the same time 
ingapore likes to make its arms-purchase 
lecisions on strictly military did requin 


poisonous shrimp, as a 


ibution to regional defence against out- 


regen communist threats; 





S wild Boar is grunting back on to 
the scene as 1983 rolls in and the- 


superstitious. throughout the Far East 
brood over possible disasters... 
16, of course, the last of the 
ll named for animals, in 


| the. Chinese zodiac calendar (ranking: 


with the foreign devils’ decade). This 
will tfe the seventh: year of the Boar in 
what we Westerners call the 20th cen- 
tur 

Ite all happened when 12 animals lined 
up to pay their respects at Buddha's 
death-bed — the rat, ox, tiger, hare, dra- 
gon, snake, horse, ram, monkey, TOOS- 
ter, dog and boar +and each had a.yéar 
named in-honour of his species: The rat 


jumped the line by leaping over the mod- - 


estly bowed head of the.ox; The boar was 
the lastin the mourning rally and so the 
rat will jump back in 1984 and Start 
another cycle. 


The Near of the Boar has beenia bad . 
one in Chinese communist history. Invhis: 


second year of the Boar (1911), Mao 
Zedong (himself, appro- 
priately, a Snake) was 


"The attributes of the Boar are: 





HUGHES 


“Entelli- 
gence and emotional anger; rooting and 
snorting, in the face of indecisive 


enemies; retreat as the better part of 


valour against æ-stronger enemy." The 
Snake shares some of these influences 
but. has a capacity; which the Boar | 
lacks, of striking back. Mao was true to 
form. 

Some young: students: of. the zodiac 
calendar are su prised to discover that 


anid cold blood, pen are : accused in China. 
of sharing thé evil eye and cruel humour: 
of the cat. The Japanese say that the man 
in the moon is a hare pounding rice and 
point out that hares frequently devour 
their young. : 

Deng Xiaoping: is ‘a Dragon ( 1904), 
which means that his attributes. should 
be: “Conservatism, a feeling for. tradi-- 
tion; a love of the sea [the dragon is of | 

course “an. Asian. 





involved. in the futile 
Wuchang revolt. In 
1923, the next Boar 
year, he reluctantly 
took . part in the 
doomed mis-alliance 


, holed 
1 he "Yenan 
aves; he delivered 
his memorable series 
of lectures at the- 
Red: Army academy 
on defensive warfare: 
"One step backward, 
two steps forward." 
In 1947, temporar- 
ily driven. out by the 
soldiers... of, -Chiang^ 


| Kai-shek (himself a 


Boar), he retreated: 


— though confident - 290и; Chiang: two boars in battle: 


of return; like the 
classic Oriental en- 
gravings of the boar, 
usually seen running 
away with a calèu- 
lating look backward 
at the foolish. hun- 


_ though en 


water-god]; a talent | 
for uniting and unify- 
ing and protection of 
the weak." 

Not off target, 1 
suggest. (Me? I am a 
Horse, but we won't 
saddle up on that 
one.) 

To repeat, though 
the recurring Years of 
the Boar have not 
seen the launching of 
wars in the 20th cen- 
tury, they have been 

. years of great natural 
disasters in Asia. The 
‘Tokyo earthquake of 
1923 killed. 143,000, 
and in 1959 more than 
4,000 lives were lost 
in a typhoon on the 
main island of Hon- 
shu. A flood on the 
Yangtze in 1911 cost 
the lives of an esti- 
mated 100,000 Chin- 
ese. = 
Enough. But 
. Hongkong residents 


ate 4” 
while Boar 


Chiang d fled to Tai. 





















































































































































































































































































































































































































































































































































































has over120 years’ 


The new National Commercial Banking 
Corporation of Australia Ltd. has been 
formed by the merger of The National Bank 
of Australasia Ltd. and The Commercial 
Banking Company of Sydney Ltd., two of 
Australias most experienced banks. 


Our short name is National Australia Bank. 
We have assets in excess of US$19 billion 
and a network of over 1300 branches. 


National Australia Bank is more than a new 
bank with increased resources and an 
expanding international network. Its a 
bank that is building upon an attitude of 
professional service and experience result 
ing from over 120 years’ of international 
involvement. 























National Australia Bank : 


Carporstion ot busta Dd Head Office: 500 Bourke Street, Melbourne, Australia. 
Overseas Representation: London. New York. Chicago. .. 
280р030 ... Los Angeles. Tokyo. Hong Kong. Bejing. ei uii Jaana 
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Most Volvo owners have a lot in common. Not 
least their hardheaded sense of good value for 
money - and shrewd ability to pick the one car 
that combines luxury, comfort, safety and 
reliability. 


A SAFE CAR 
By now, Volvo's safety has become legendary. 
And this applies not only to crash safety, but also 
to its pioneering work in the field of dynamic 


SM Motors PTE Ltd 
Singapore 0315 
Tel: 631488 


PT Central Sole Agency 
Jakarta Pusat, 
Indonesia 


Kuala Lu 


Malaysia 


Federal Auto Holdings Berhad 


fine art of 


safety. A Volvo not only protects you better in 
an accident, its advanced engineering gives you 
driving properties that helps you to avoid ever 
becoming involved in one. 


- AND A SOUND INVESTMENT 
Volvos now have a life expectancy of 19.3 year: 
That's a full 2.5 years more than their closest 
rival - and quite a lot more than most others. 
And while we know you're unlikely to keep yo 


Swedish Motors Corporation Lt 
Bangkok, 
Thailand 


mpur, 























ey are also the most 


elegantly furnished. ` 


Next time you come to 


Bangkok book a 
Landmark Room at. 
| The Dusit Thani and 
| discover the new 
standard of luxury. 
_ It costs по more- 
an an ordinary 
E deluxe room at other 
heading: hotels. 


wel agent JAL Hotel System. 


nal, Japan Air Lines 


WWE Kojo Tanaka; BCL. 








'" "The 


<I Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for Ше Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 
But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves ~ Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economte Review. 
Advertisement prepared as a-tublic service by Osiluy & Mather. 


































“Teknologi Kampungan: A Collection 
"of Indigenous Indonesian Techno- 
logies by Craig Thorburn. The Appro- 
priate Technology Project, Volunteers 
in Asia, Stanford, California. US$5. 


SINCE Schumacher first published Small 
15 Beautiful, the concept of interme- 
:.diate technology and, subsequently ap- 
.propriate technology have been the sub- 
. ject of lively discussion as а possible alter- 
“native economic. system for developing 
ations. A wide variety of definitions and 
approaches has emerged, but Thorburn, a 
consultant to the Indonesian: Institute for 
Social and Economic Research, Educa- 


tion and Informaton's community deve- | 


lopment: programme, states in the intro- 
; duction to his book that it is not his inten- 
© thon to put forward yet another definition. 
The book, a descriptive collection of 
| indigenous Indonesian technologies. re- 
» flects the view of Thorburmand several of 
his associates.that.any effort to bring 
technological progress to the people of de- 
veloping nations must begin with an 
‘examination ‘of the technologies de- 
veloped and employed by those people. 
The title of the book itself is a tongue-in- 


cheek use of the popular slang word | 
^ kampungan — kampung itself meaning - 


~ small village. — normally used in a de- 
 rogatory.. fashion: to. mean. country 


bumpkin, provincial, unsophisticated ot | i 


not modern. 
~The author admits that the technologies 
7 déseribed represent only a very small por- 
б tion of the. total picture. Selection was 
arbitrary: the author simply chose what- 
ever he found interesting. Although 


“something of a. technical. essay, the text 


also contains a number of comments, sug- 


gestions and. examples of the type of Кат» | 


pungan wisdom that the author feels his 
subject represents. 
. Таке the discussion of the plow 
“instance: This most basie agricultu 
plement is found throughout the In 
sian archipelago, 'and the variety of sh: 
and construction-of ploughs in diffe 
areas are many апа subtle, When igues 





tioned about the reasons for these afer | 
‚ ences, farmers can опіу : ts” Because 
< that is the way it'&supposcd to be.” This 





situation points t fact that in nations 
~ ав varied as Indonesia; if centrally planned 
^pational programmes like the Green Re- 
volution or the latrine programme do not 


take into account оса! conditions, they are 


bound to face innumerable difficulties. 
On the other. hand; the author points. to 
several cases in which technologies which 
could possibly be useful to people in many. 


parts ofthe country are found in only afew. 


"areas. Waterwheels for irrigation are one 
such example, providing à simple and in- 





TECHNOLOGY 


The local approach 


that this inexpensive meat substitute is po- 





(nnt 


expensive means to lift water which could. 


be used practically wherever there are riv- 

ers or Canals: But waterwheels are only 

found in two of Indonesia's 27 provinces. 
Indonesian villagers can be proud of 


‘some of their techriologies. West Javanese 
freshwater fishponds are among the most | | 
productive in the world. Using very simple . 


techniques, farmers of this region can sup- 
ply most of the protein needed by their 
communities.. Traditional Indonesian. ar- 
chitecture receives high marks too: the au- 
thor points out that after the devastating 
1976 earthquake in northern Bali, the only 
structures left standing in some villages 
were traditional rice barns and some old- 
style houses owned by villagers reluctant 
to build more modern homes, while hun: 


| dreds of newer buildings were reduced to 


rubble, many burying helpless victims in- 
side. Afso, the fermented soyabean cake, 
tempe, is one of the most important foods 
in the Indonesian diet. The author feels 


tentially one of Indonesia’s most valuable 
ions to developing nations. .' 

‘Throughout Indonesia's history,’ a 
transformation of technology has taken 





wraged by many development ag 
and programmes. Tode n vil 


propriate “technol 
ckage of tools and vum 


Nie ; 


but rather an approach vh 
particular view of society and 
‘The spirit of appropriate 
can be found throughout the boo 
ever, the book itself would be 
labelled intermediate: it is nei 





Át first glance it appears to o. asha 
glimpse at the subject, but in fact the 
thor did nothing more-or less than:hi 
out to accomplish. In the preface 



































| supplemented with more de 


cal manuals. The book is written. 
and simple English, and the té 
panied by ample drawings b: 
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cessfully kept the defence-budget increase | 
lower than at any time since 1965 (in 1980, 
the rate‘of increase was also 6.575). There 
was no immediate official comment from 
Washington ón the latest defence alloca- 
tion. During the past year or so, officials in 
thé adifiinistration’ of US President 
Ronald: Reagan have said they are more 
interested in a qualitative i improvement in 
Japanese defence capability than: in the 
percentages of the budget devoted to it, or 
the proportion of defence spending to 
gross national product, Next fiscal year's 
military outlays should be about 0.98% of 
















: is. d 
unable or unwilling to take the tough | 
policy Hecisions needed to overhaul the 


isa growing consensus that. 
tament, тау have reached the limit. of 
top-gap measures and that tax reforms 
All have to come. ci ee 









р еен ми was actually сш 
у 0.8%: The so-called second budget, or 
he. fiscal loan and investment pro- 

nme, showed only a 2% increase over 
his year's programme, to ¥20,7 trillion, 
g n the aoan growth. in 25 












or the third year. run hg. the. MoF |. 
de austerity its watchwor 
попеу toother ministries and to local gov-. 
rnments.: In а! 1980, PI Tato of 


ver the previous year. and. in. 

an and investment programme, 4.9%, 

1.1981 the, increases were. 6.2% апа 

11%, respectively. + 
Also for the third straight year, defence 









in. what - has besoin: a December 
phenomenon, the МОР persuaded differ- 


à Jed differ: e: politics versus realism. 
mps that a 6.5% increase in шар 









Japan's GNP compared with 0.93% in the 
current year, 





















"venso it is likely the American mili- 
stary establishment will be dissatisfied 
with 46.5%: increase, reckoning correctly 
that Japan's long-term defence plans can- 
not be achieved with such arate of growth: ` 
"It was never realistic to assume we could 
get 7.3475," said one US official in Tokyo. 
"The more realistic problem is whether 
we can hold them to this [lower] percent- 
age." 
Opposition political partiés are ex: 
pected.to-try to cut the defence budget 
once the draft is presented to the Diet in 
January, They are unlikely to succeed, but. : 
sm that higher military spend- 
less n Ма 


from those se Japanes 
b eaucr, ats who favour: $ 














The remaining 9.4% 






; government expenditure], the дер se 





panese. The draft: proposes that welfare 
spending. be only 0.6% higher in next 
year's budget” 

Of special interest to other Asian na- 
tions, outlays: for. overseas-development 
assistance — foreign aid аге projected 
to rise 10.8% to Y232.4 billion. However, 
eveg that rate of increase will not be 
enough to meet Japan's publicly an- 
nounced goal of doubling its overseas as- 
sistance in’ the-1981-85 period over the 
amount disbursed between 1976-80. 

Although" defence spending has re- 
ceived the lion's share of attention both in 
Japart and overseas, а more serious prob- 
lem is the repeated failure of the govern- 
ment, especially members of the ruling 
Liberal Democratic Pàrty, to deal mean- 
ingfully with the issue of spiralling budget- 
ary deficits. According to the MoF's draft 
budget, the government must issue 
313.34 trillion in national bonds to meet 
projected revenue shortfalls. up from the 
¥ 10.44 trillion issued to cover the current 
year’s budget deficit. 

According to the MoF, tax revenue will 
account for 64.1% of next fiscal year's in- 
come, while 26.5% of needed finance 
would come from the issue of national 
bonds, including construction bonds di- 





fected to public works and deficit-balanc- 


ing bonds aimed at financing the deficit. 
of income is sche- 


duled to come from miscellaneous 


Sources. 


Since fiscal 1975 the government has 
issued: deficit-financing bonds to balance 


‘budget deficits caused partly by increases 


in public spending and partly by lower tax 
revenues resulting from slower economic 
growth. Although the: practice -helped 
Japan recover from the 1973 oil crisis fas- 
ter than any other industrialised nation, 
the. national debt has steadily mounted. 
By 1979, the budget deficit, as a propor- 
tion of the total budget, soared to 34.7%. 
In the present year, the figure is 21% 
(compared with 12% in the US, 10% for 
Britain last fiscal year.and 11% for West 
Germany in fiscal.1982). Japan's deficit 
next year is expected; again to rise to 
27:7% of the total budget. 

In addition, the outstanding balance of 
national bonds is expected to total nearly 
¥ 100 trillion by the end of the current fis- 
cal year, equivalent.to 33.5% of Japan's 
estimated GNP for the year. Keidanren, 7 
the influential. Federation of Economic 


‘Organisations, has noted that the cost of 


redemption and interest payments has in- 
creased every year. "At Y7.82 trillion in 
fiscal-1982 [equivalent to 15.8?6 of total. 














an estimated ¥17.37 trillion in fiscal 
1990,” says a recent Keidanren report. 
“The most important fact is that the 
amount of outstanding national,bonds is 
andereasing incessantly,” said Koichi 
“Kanazawa, an analyst with the Industrial 
"Bank of Japan. “This will affect future 
components of the budget because of the 
burden of the «debt-service. ratio." 
Yamaichi Securities;one of the "big-four" 
securities houses, fears that such a large 
Uommount of government bonds is poten- 
. tially inflationary. But if curbs continue to 
"be placed on the. money supply to control 
inflation, as the Bank of Japan, the central 
bank, has done forsome time, the “cgowd- 
ing out" phenomenon witnessed in the US 
could happen in. Japan, as government 
debt begins tocomipete with private funds. 





ost. analysts suggest that the only ef- 
fective way to deal with mounting de- 
ficiis isto reform Japan's tax policy. Ja- 
Bes рышы however, have stressed 


JAPANESE BUDGET 


(million) - 





Revenues d 





Tax andstamp revenues. | 32.315,000 
Others. 4,717,898 
"Govt bonds 13,345,000 
Surplus transferred 1.705 
Total $0,379,603 


Ex 

Social security 
Education, science 

Govt bond servicing ^^ 
Pensions E 
Grants to local govts 
Defence 

‘Public works i | 
Economic cooperation ү? 
Sinall business measures 
Energy measures 

Food control account 
Others 

Reserves 


a vague concept called administrative re- 
form — streamlining government corpo- 
rations, reducing the number of govern- 
ment workers and trying to save money in 
the process; In-recent years, the govern- 
ment has resortéd. to increasing taxes, 
mainly on corporate income. Keidanren, 
which is strongly opposed to furthertax in- 
creases levied'on' businesses, claims that 
Japan's real rate'of tax (after exemptions) 
of 52.5% is the highest among other major 
industrialised © nations, (compared: - to 
37.95% in the US'and 46.65% in West 
Germany іп 1978)? ° 

One reason budget drafters have shied 
away from other tax increases has been 
public and political resistance. In 1980, 
the late prime minister Masayosht Ohira 
allowed the MoF to recommend what was 
then called a “general excise tax.” Opposi- 
tion was so strong that Ohira was forced to 
dissolve the Diet and. call for а general 
election: That incident is remembered viv- 












vicing. expenditures are expected to reach 











idly by Japanese politicians who would be: 


required tó.vote for any tax reform, 
dition, Japanese small- and - medium-sized 
businesses, which comprise more than 
half of corporate activity in Japan, are 
strongly opposed to any kind of indirect 
tax. For one thing, their paperwork would 
increase in reporting every retail transac- 
tion. For another, they would have to re- 
port many more,of these transactions to 
tax authorities than theysdo ‘now, and 
would be liable for more tax. R 

Like citizens of any other country, the 
Japanese. do not want their taxes raised. 
And because the budget deficits have not 
yet begun to affect their daily lives di- 
rectly, there is little public consciousness 
of how serious the long-term problem 
could become. For as long as the deficits 
are kept below a certain ratio of GNP, the 
government can continue to manage the 
economy. But that ceiling may already 
have been reached. 

Nevertheless, because of the unsettled 
and possibly chaotic political events due in 
1983, including the trial. verdict of ex- 
premier Kakuei Tanaka and ái 
upper-house election in the 
summer, the ргозреця for tax 


he, it will proba 
form of an indirect: 

to. value-added taxes in West- 
ern Europe and South Korea. 
-However, any tax increase will 


compensatory reduction in di- 
ect taxes for: ‘opponents to асе 


scent proposal floated 


se cwspapets was to 
, diri 


tax wh 


which would result in X2 tril- 
lion in additional government 
revenue. Even so, said Tetsuo 
Yági; senior economist. at- Sumitomo 


Bank, the government “will not be able to 


rehabilitate the budget because in fiscal 
1986 interest-rate payments will equal the 
amount of natiónal bonds issued. So the 
government will still have a budget pro- 
Бет.” Another issue is that if tax re- 
veriues are increased, the amount granted 
by the central government tolocal govern- 
ments must also rise." Currently, about 
30% of national-tax revenue is funnelled 
to localities. | 

Unless or until Japanese planners ad- 
dress the budget-deficit problem in a sub- 
stantial. way, ‘there is little likelihood the 
Japanese economy can avoid being seri- 
ously affected by the overhang. “The fi- 
hance ministry cannot keep its miracle 
magic going forever,” said one officer of 
the Long-Term Credit Bank. “This is 


probably the last year it сап manipulate. 


the inflow and outflow of money, After- 


wards, we will really encounter a kind of: 


crisis." 





have to be accompanied by a | 





















| microcomputers, use imported ch 























China's drive to moder se 
its computer industry c 
have significant irhplication: 


By Robert Delfs ; 
Hongkong: China has embarked 
seven-year drive to modernise and 
its computer industry. Current pl 
for increasing the production capat 
mainframe computers to 1,000: 
1985 and. 1,800 а year by:-1990. Pla 
microcomputers call for capacity t 
fróm the current estimated 500 
10,000 a year by 1985 and 40,000 b 
At the moment, China can prod 
small-to-large general-purpo 
„а year, though total prod 
January-September 1981 was onl 
Computers are made at 10 maj am 
‘facturing centres and a variety of 
"factories, ugjversity research centr 
institutes. However, according to à re 
"United States congressional 
facilities. lack automated. e 























































quate supply of кед n 
nents, in particular high-quality, relia 
integrated circuits (ICs) and se! 
tor devices. Some computers, p 





copies of foreign-made chips. | 
As of mid-1981, China was. produ 
more than 30 different models of mai 
frame computers and 13 different: 
and had developed a prototype ca 
JDJS-300 тая to the IBM 43 


different models, some e copies of foi 
designs. Most are of uncertain teli 
and built with little regard for end- 
quirements or compatibility among di 
ent systems to allow the machi 
linked into networks. 

The computer is seen increasingly as 
key component of economic mode 
tion — controlling automated mach 
tools and. managing inventory and 
data in industry and commerce, sc 
ing transport, facilitating. scientific 
search and education; and stream 
statistical work for economic plan 
There are obvious military applications 
well. Until recently the military wa: 
sponsible for most high-level research 
development in computers in China. г. 
' bind has more {һап 3,500 











ber. However, a Xinhua newsagency re- | 
jort two years. ago suggested that more 
han 300 foreign mainframe: computers 
ere in use by 1980. 
Meanwhile, Honeywell. has "been 
ected in an international contest to pro- 
ide 14 mainframe computers. to. the 
Chinese Ministry of Education. If 
alised, the sale will be the third — and 
ggest — part of a multi-phase project fi- 
anced by the World Bank to.install new 
omputers at Chinese universities. 
The estimated US$15-million contract 
akes Honeywell into the Chinese main- 
frame-computer market; previously domi- 
ated by Hitachi, IBM, Burroughs. and 
su, though Honeywell made a sub- 
intial sale in 1981. The first two phases 
the World Bank education project were 
n by EBM (Japan) and Hitachi, it was 





































Digital rp. 
General Administration of Civil Aviation 


istration: 


hina is setting up cooperative arrange- 
ments, including a recent deal with 
Honeywell to make medium and large 
mainframes апа arrangements with IBM 


ло coopetate in developing a Chinese-lan- 


guage Character processor. A micro-based 
character processor made by Sinotype 
Systemsa joint venture among Sun Hung 
Kai (Hongkong), Olympia Werke AG of 
West Germany, China National In- 
strumentation Co. and the China National 
Technical Import Corp., is already in pro- 
duction. 

Several manufacturers have opened 
service and training centres in Peking, in- 
cluding Japan's Nippon Electric Co., 


embling ВСМ-ІЇ models: harbinger of things to come. 






anced last July, though formal pur- 
e contracts for the two sets of six and 
„mainframe computers (worth. US$6 
lion and US$6,4 million respectively) 
apparently still not been signed. 
The next generation of Chinese com- 
ientists arid technicians will train 
these machines;. becoming | familiar 
h.their capabilities arid the idiosyn- 
cies of hardware and operation. Com- 
n was thus.keen since: these pro- 
ent contracts.offer a critical wedge 
what promises to be a rapidly expanding 
et over the next two decades as the 
isation programme continues. 

Со iputer purchases picked up іп 980 
"accelerated even faster last year. 
ddition to winning one of the: World. 
ank project tenders, IBM supplied the 
omputers used in tabulating China's na- 
tional.census and recently sold automated 
teller machines to the Bank of China. 
= ¿Control Data Corp. and Western Geo- 
s physical (both of the US) have. sold com- 
puter systems (the latter an IBM 3033) to 


am. 






















Hitachi, , US micro manufacturer 
Cromemco and a Hongkong firm servic- 
ing the TRS-80, as have electronic-corn- 
ponent makers such as Varian and Perkin- 
Elmer of the US. Radofin Electronics of 
Hongkong is engaged in. a coproduction 
deal to produce computer and videó 
games in the Shenzhen Special Economic 
Zone. Sharp:Corp. of Japan has sold 3,000 
kits for. making personal computers. 
Datamax of Australia will market and 
manufacture its 3000 series computer in 
China. Fujitsu will assist a Qinghua Uni- 
versity team in. developing new soft- 
ware, 

` Improving the quality and sophistica- 
tion of. components such. as ICs will be 
more difficult. Much of the most-needed 
equipment is subject to export-control 
regulations, as aré some of the computers 
China would most like to buy.. China 
claims to be able to produce most of the 
equipment needed to make small (50 mm. 
diameter) ICs and plans to develop equip- 
ment for larger chips this year. 


aps 
"Xinhua announced in October that a con- 





of China and the Peking Railway Admin- ` 



















d ei ght *bit Giüicroproceasots. 





sortium in China had succeeded in pro- 
ducing a key piece of equipment for mak- 
ing ортан to mass-produce large ICs 
comparable. to foreign-made equipment 
now embargoed for export to China. An 
agreement with seven US electronics 
firms to supply IC-manufacturing equip- 
ment to a facility in Wuxi, Jiangsu, was an- 
nounced last November, but this will be 
subject to US Government approval. A 
US$21-million purchase of silicon crystal 
furnaces announced early last year has ap- 
parently been approved. 

Export controls limit the power, mem- 
огу уте and speed of computers sold to 
China and the technological sophistica- 
tion of equipment for manufacturing ICs 
and other components. In general, micró- 
computer sales are unaffected because 
their processing speed.and memory capa- 
city are well below. the limits set by 
Cocom, the Paris-based Coordinating 
Committee for East-West Trade. Policy, 
and at least marginally within the limits set 
by the US Department of Commerce. But 


| sales .of more sophisticated mainframe 


computers have sometimes been held up. 

Cocom approval for a Hitachi M-180 
computer léased to a Chinese university 
came only last month, more than two 
years after a purchase agreement was 
signed in 1979. There have. been uncon- : 
firmed reports that Cocom had become 
embroiled in US-Japan trade rivalry — 
the US opposing the Hitachi sale while 
Japan blocked the sale of an IBM 303 for 
mineral-resource analysis. 

Even if the seven-year drive to develop 
the computer industry is successful, China 
will still be technologically far behind the 
US and Japan. But China does not need 
state-of-the-art machines for computers to 
have a massive impact on society and the 


"economy. Asin the West, workaday minis 


and micros — not the supercomputers — 
will bear the blessings and burdens of the 
computer age. In banks and bureaux, fac- 
tories and communes, the computer will 
gradually supplant the abacus and the file 
folder and — as in the West — this will in- 
évitably change the way people work and 
live. 

Nor will China require state-of-the-art 
technology to become а force in the world 
market. Micros — personal or business 
computers — will probably remain the fas- 
test-growing segment worldwide for some 
time to come. Availabilityof cheap labour 
to keep assembly cos own will increas- 
ingly be a critical factor this competitive 
field. eae 

One harbinger of things to come is the 
BCM-III, described as а desk-top- 64K 
computer comparable to the Apple 11 or 
the IBM personal computer. Mass pro- 
duction of the BCM-III at the Peking 
Municipal Computer Technology Re- 
search Institute began in mid-1981. Some 
1,000 have been: ‘sold to be marketed in 
West Sio ad 
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Siri: is enduring its worst depression this century. 
But the very extent of the misery, as measured in the 
number of vessels laid up, has spelled profits for ship- 
breakers — that entrepreneurial breed who buy up un- 
wanted vessels to dismantle them, hoping to profit by sell- 
ing the steel scrap. In the past, this has often proved a 
risky business as it means speculating that steel prices will 
not drop in the four-to-six months it takes to receive and 
break up a vessel. But in recent months the shipbreakers 
have been having things all their own way. . 

The centre of the industry is Taiwan's port of 
Kaohsiung, where last October breakers formed a cartel 
which quickly forced down the scrap value of tankers by 
some 20%. With Kaohsiung's roughly 65% share of the 
breaking market, this has meant further agony for the 
world's already beleaguered shipowners. And such is the 
extent of the surplus capacity т at the end of October 


‚ breaking's ot 


1982, more than 1,400 vessels were reported to be laid up 
, worldwide — that it is unlikely the pressure will ease ир, 
especially with many voices arguing that the only long- — 

term solution to the present malaise in the shipping busi- _ 





ness is for owners to scrap their redundant tonnage as | 


quickly as possible. $ 
The vessel gu also means lucrative pickings for ship- 


and Pakistan. Pakistan has been in the business for more 
than a decade, specialising in medium-sized vessels. 
South Korea, a late starter, is fast becoming a formidable 
force, especially as it has the capacity to break up the 
largest of tankers. But one joker in the pack is continued 
overcapacity in the steel industry. That could leave the 
shipbreakers with record inventories of steel but no 
buyers. The REVIEW looks into the industry, with reports 
from Taiwan, South Korea and Pakistan. 


er two established centres: South Korea _ 


Profit from destruction 


By Andrew Tanzer 

Kaohsiung: Nearly two-thirds ,of the 
world's shipping tonnage sold for scrap 
finds it way to Taiwan's shipbreaking 
yards in the southwestern port of 
Kaohsiung. In 1982 shipbreakers in 
Kaohsiung dismantled more than 3 mil- 
lion light displacement tons (Idt — a mea- 
sure of a vessel's weight without cargo), 
eclipsing the island's previous record of 
2.9 million Idt in 1978. Late last Sep- 
tember, the breakers took advantage of 
their huge global market share to form a 
cartel which has forced down prices of old 
ships, a move that has major implications 
for shipowners worldwide. 

Since the China Dismantled Vessel 
Trading Corp. (CDVTC) began “unified 
purchasing” of ships in early October 
1982, the scrap value of. very large crude 
carriers (WLCCs) has tumbled from 
US$105 a Idt to US$82.50. (Prices have 
recently firmed to US$85-86 a Idt because 
of a temporary shortage of vessels during 
the holiday season.) For a shipowner un- 
loading a 30,000-Idt oil tanker, this means 
a loss in income of US$675,000 as the ves- 
sel's sale price has fallen from US$3.15 
million to less than US$2.48 million. 
CDVTC claims — with some justification 
— that ship-purchase prices would have 
dropped anyway because of slumping 
domestic steel prices (the ships' steel is 
sold to local and foreign steel mills for re- 
processing). But even CDVTC's support- 
ers concede that the cartel has imposed 
strong downward pressure on [Ар prices. 
The purchasing agency paid US$95.50 a 
ldt for the 33,059-Idt Texaco Sweden. the 
first vessel it purchased on October 7, 
1982. Industry sources said individual 
shipbreakers were prepared to offer 
US$105-106 a Idt for the VLCC. 

What CDVTC has done is to replace ex- 
ternal bidding for ships (individual break- 
ers with foreign shipowners) with internal 
bidding (individual breakers with the 
CDVTC). In the past, cut-throat competi- 
tion among КАРАИ» swarm of ship- 
breakers — upwards of 200 according to 
some accounts — bid up ship prices. 





CDVTC is an exclusive club of 40-50 of 
the biggest breakers — those with title to 
use the harbour's 37 manca berths 


— set up to direct all purchases of foreign 
vessels through one channel. After buying 
a ship, CDVTC sells it by bid to a local 
shipbreaker. 


Sormen with the asset value of 
their vessels shrinking, are grumbling 
about the emergence of the cartel, A 
number have threatened to boycott 
Taiwan’s demolition yards, but the threats 
ring. hollow: in its first three months of 
operating, CDVTC purchased 38 ships, 
including tankers from oil majors Esso, 
Texaco, Chevron and British Petroleum. 
Earle Ho, chairman of CDVTC, denies 
that the group is a cartel. Although the 
agency negotiates with shipowners on be- 
half of all of Kaohsiung's breakers, it does 
not wield price-setting power because 
Taiwan has competitors. “Shipowners can 
sell to other places such as South Korea 
and Pakistan," says Ho. 

But CDVTC is in the driver's seat for 
now because of the disastrous state of the 
world shipping industry. Severe overton- 


nage, especially in the oil-tanker business, 
should mean a steady stream of vessels to 


demolition yards for years to come. | 


CDVTC is aware that its forcing do 

prices may impel South Korea and Pakis- 
tan to boost their scrapping capaci 
encourage other countries to enter the in- 


dustry. But it is gambling that a glut of oil 
tankers. and cargo ships will provide - 


enough vessels for everyone. 


“Disposal of surplus tonnage will be the * 
major problem facing the shipping indus- _ 


try for the next few years,” says Capt. 
Peter Bruce, marine manager of the 


Taipei branch of Jardine, Matheson апд 
Co. Very large and ultra large crude car- — 


riers built in the years prior to the first oil 
crisis are already obsolete. They burn too 
much fuel and were designed for long-haul 
voyages in the days before the Suez Canal 
was reopened. With fresh oilfields in Bri- 
tain's North Sea, Alaska and elsewhere 


coming on stream, oil shipments are liable | 
to come from closer to home. Also, тапу. 
of the first generation of VLCCs do по 


meet new, stricter safety and pollution- 


control standards. Owners would rather — 


scrap the behemoths than throw good 
money after bad by making the costly 
modifications required. 

According to Lloyd's of London Press, 


as of the end of October 1982, there was a 


staggering total of 1,431 vessels, measur- 
ing 41.8 million gross tons (a measure of 
100 cu.-ft units of space), laid up 
worldwide. Among these were 437 tank- 
ers totalling 63.8 million dwt, an increase 
of 250% on the tonnage laid up at the end 
of October 1981. Moreover, industry 
analysts consider these to be conservative 
estimates. Some sources put surplus 
tanker capacity at 33-50% and estimate 
that half of the world's tanker fleet may be 
scrapped in the 1980s. Bulk carriers, in 
part built for a coal-carrying boom that 
never materialised, may well follow their 
bigger brothers to the graveyard. 
Shipowners do not, therefore, appear 
to have much bargaining power over 
Taiwan's cartel, given Kaohsiung's 65% 


and | 










rently, unwi nih played _ 
VTC's hands by pon icl | 


parlous state of the local shipbreaking in- 
dustry makes it-mandatory. "Without this 
working: scheme, 
uld have ‘been wiped out within. six 
months,” says Ho. A slight exaggeration 


were dismal years for the demolition 
yards. According to T. T. Hou, chairman 
aiwan Regional Association of 
Jd Ships Demolition Engineering Indus- 
I, shipbreakers lost US$100 million in 
ose two years after purchasing US$600 


hipbreaking is a highly speculative in- 
^, rather. like buying on. margin. 
breaker purchases a vessel based 
Europe or North America he is betting 
hat steel prices (whi 


ot Тай in the four | 
months it takes to receive and dismantle | 


Моу, 


Lloyd's of London, 


he vessel. (The demolition yard generally 
market the steel scrap until after it 

shes breaking up.the ship.) 
The lion's share of scrap is used in the 
uction industry. During Taiwan’s 
struction boom in 1978-79 steel and 
hip prices rose, making many ship- 
akers millionaires. In 1980 recession 











шс Many shipbreakers lost their shirts. 
hey saw that ship and steel prices were 
lling, but speculated that prices would 
ttom. out. They were wrong. From a 
‘ak of US$250 a ton in the first half of 
980 the scrap value of VLCCs has plum- 
7%. 

SDVTC hopes it can continue to hold 
rices down even after. the. steel market 
_Shipownérs are understandably 

t being denied access to i 

© inde 






fthe eed uot меаи 'm 





ear the low prices. 


apping dasto fi make the cartel viable, ' 
everal breakers told the REVIEW the - 


the whole industry | 


laps, but no опе denies that. 1980-81 r 


worth of old ships. Breakers say: 
did not make money in 1982 either | 
der the new "working scheme,” - 
an see light at the end of the tunnel, | 









et in and the island's property bubble - 





aid shipowners will have.to srin and. 






- of deals if caught n the wrong 
side of a drap in steel prices. There is now 































the vessels have entered Kaohsiung har- 
bour. . 


PDVIC actually dates from 1973. The 
idea of establishing a sole purchasing 
agent.is пог а пем one, but, perhaps ber 


cause times were too good, the breakers , 


never got their act together. From 1973- 
82, CDVTC's main business was purchas- 
ing vessels -— primarily warships — from 
foreign governments. On September 25 
last year, with bankruptcy staring them in 
the face, the 40-50 berth owners entered a 
marriage of convenience, realising their 
dream of setting up a cartel to control the 
import of all old ships. Voting power in 
CDVTC is‘according to berth ownership 
— some shipbreakers own more than one 
berth, while some berths are divided 
afnong more {һап опе company. 

aden berth ownership i is the- cartel’s 


ANALYSI S ОЕ LAID-UP VESSELS 


63, 788,235 
18,628,200 






using its control over the 37 berths to push 
“outside”. breakers. ош of the business. 
The charge is hotly denied by CDVTC of- 







_ficials, whosay it is a coincidence that only 


one outsider has so far bid (unsuccess- 
fully) for a vessel since the cartel has been 
in operation. Non-berth owners can rent 
berths, but when business is brisk, as now, 
they have difficulty gaining access. 
Theoretically, an outside breaker could 
purchase a vessel directly from a foreign 
shipowner, but this approach does not 
make sense if the wrecker lacks access to a 
berth. In addition, according to one 
source, the Board of Foreign Trade has 
agreed not to issue ship-import licences to 
shipbreakers ^ unless ` approved Бу 
CDVTC. The government has given tacit 
approval to the cartel — perhaps in the be- 
























..| dief that less competition might be for. the 
| greater good of the industry. 


Басһ afternoon a panel of six ship- 
bre ers meets іп CDVTC's nondescript 
office in Kaohsiung to decide what prices 
to offer for ships on the block in London, 
New York. Tokyo or other shipbroking 
capitals. The six, all members. of the car- 
el a weekly. basis CDVTC 


dacs not f have direct xe tact 


“much less renegotiating of ship prices once” 











CDVTC told the REVIEW that the chub is | 








bargain on 
price set by С C. 

After CDVTC buys: a vessel it tenders it 
within 48 hours to the local shipbreaker 
offerings the highest;bid. Shipbreakers 
make two payments: one to the shipowner 
abroad (CDVTC's purchase price) and 
the second to CDVTC (the differential be- 
tween the price concluded by CDVTC and 
the price bid. by the breaker). 

The money paid to CDVTC goes into a 
pool. One major decision now facing the 
cartel is how to. divide up the money. Most 
of the fund will probably be redistributed 
among the berth owners at the end of the 
year on the basis of how many ships a com- 

рапуфгоке during the year. Shipbreakers 
who demolished fewer vessels would re- 
ceive more: compensation. 

“Ho sáyssome of the fund may be: used to 
improve berth facilities. Some may also go 
into subsidies of steel exports. In January, 
CDVTC is expected to inaugurate "un- 
ified exports" of steel. The cartel, accord- 
ing to Ho, will double as a big trading 
house, promoting overseas, markets and 
serving as exclusive agent for exports of 
the shipbreakers’ steel. Thus, CDVTC 








wn tight but pass on nthe 








10, n B43 
343,927 
401,37 





will prevent shipbreakers from depress- 
ing steel-export prices:and from pushing 






Wang King-ho, ; vice-chairman of 
CDVTC, thinks Kaohsiung's demolition 
yards сап scrap 4 million Idt next year. 
This optimism is predicated юп à recovery 
in tlie Pacific region's steel industries. 
Nearly all of the big breakers have their 
own steel mills = Wang. and Ho, the driv- 
ing forces behind CDVTC, are both presi- 
dents of large steel mills — but they must 
find outlets for their production. 

Taiwan's construction industry, with a 
big appetite for steel scrap, has been in 
deep freeze for two years. Indeed, one of 
the;great mysteries of this year's ship-de- 
molition boom is where:al the scrap is 
going. Wang says shipbreakers exported 

35% of production in 1982;£directly, in the 
form of plates, or indirectly, after rolling), 
compared to 15% in previous years. Most 
shipments go to South Korea; Southeast 
Asia and India; He: hopes breakers can 
boost exports to 50% this year. 
steel market remains. sour, 'Kaohsiung s 
shipbreakers,. intoxicated by the rock-bot- 
tom prices of vessels, may end up scrap- 
ping record 

























cord invento: 






Rough, ready and fast 


From humble origins, Kaohsiung grows to take 
a commanding share of the industry 


Kaohsiung: If the Japanese are the most 
efficient shipbuilders in the world, the 
Chinese on Taiwan are the most efficient 
shipbreakers. No one scraps a vessel as 
quickly as a Kaohsiung breakers’ yard, A 
good crew can reduce a very large crude 
carrier (VLCC) of 30,000 light displace- 
ment tons (Idt) — (the ship's weight when 
empty), equivalent to .about 220,000 
dwt, to a pile of steep scrap in just six 
weeks. 

Kaohsiung carved out a 65% world 
market share in shipbreaking for a vawety 
of reasons, not least of which is an ample 
pool of skilled and highly productive 
workers. The sun shines virtually all vear 
round on the port city, which makes work 
possible nearly every day. The weather is 
less kind to Tatwan’s two leading com- 
petitors, South Korea and Pakistan. In the 
former, shipbreaking virtually comes to a 
standstill during the severe winter 
months; in the latter, the monsoon season 
plays havoc with shipbreaking work. 
Kaohsiung's only blemish is the typhoon 
season, June-November, when for safety 
reasons harbour authorities require 
breakers to use two berths instead of one 
for vessels measuring more than 100,000 
gross tons (one gross ton equals 100 cu. 
ft). 

The harbour is also blessed with fine 
deep-water berths and a harbour author- 
ity which has been supportive of the indus- 
try (years ago the government permitted 
shipbreakers to scrap vessels in merchant- 
ship berths). The breakers’ yards are well 
situated to attract cargo ships making their 
last runs in the region. In addition, ship- 
breaking goes hand in glove with the is- 
land republic’s steel industry, which is 
largely based on scrap steel and iron. Even 
today, despite the recent arrival on the 
scene of China Steel Corp. and its huge, 
modern blast furnaces, there are some 200 
rerolling mills on the island. 

Lack of safety standards — and indiffe- 
rent enforcement of existing regulations 
— also adds to the competitiveness of 
Kaohsiung's demolition yards. One indus- 
try source estimates that if European 
standards of safety were adopted, pro- 
ductivity would fall by as much as 25%. 
Shipbreaking is exceedingly dirty and 
dangerous. work; the fact that accidents 
are kept to a minimum is testimony to the 
skill and experience of the workers. The 
going rate of compensation for families of 
workers killed in accidents is US$20,000. 

Taiwan's shipbreaking technology is 
home-grown. The industry got off to a 
humble beginning after World War II by 
re-floating and breaking some of the hun- 
dreds of ships sunk around the island's 
coast and ports. The next batch of vessels 
to go to the breakers were the river boats 
in which mainlanders fled to Taiwan from 
China in 1949, The industry began a new 


chapter in 1964 when the government re- 
laxed foreign-exchange controls, making 
it easier to import vessels. Kaohsiung be- 
came the shipbreaking capital of the world 
in the 1970s, overtaking Japan, the leader 
in the 1950s, and Hongkong, the leader in 
the 1960s. ы 
Kaohsiung's shipbreaking techniques 
are labour-intensive and reasonably sim- 
ple, with much of the equipment used 
coming off the ships themselves. The ves- 








sels are moored at the berths with the - 
bows pointing outwards. Workers, using 
oxy-acetylene torches, begin cutting in the 
stern and break the engine room (usually 
in the aft part) first, to balance out the’ 
boat. Wire rope is attached to the 15-20- 
ton chunks of steel cut out of the vessel. 
Derricks, set up on shore and powered by 
diesel engines from old trucks, are used (0+ 
lift the dismantled pieces on to’ trucks 
waiting by the side of the ship. The vehi- 
cles carry the steel chunks to, yards adja- 
cent to the berths, where teams of workers 
cut the steel into smaller pieces. 

Some 85-90% of a VLCC is recoverable 
steel (by weight); 50-60% of the tanker is ' 
steel plate, with the remainder consisting 
of steel scrap, pipe, angles, machinery, 
the engine and non-ferrous metals. The 


AIWAN: 


HE 
SHIPBREAKING TALLY 








; po 
; lobbying the government to reduce or re- — 

,move the taxes and tariffs. The govern- 
ment does aid the industry, however, by 
: slightly subsidising loans for importing 
ships. 

Taiwan is also at a disadvantage be- 
cause it lacks facilities to free tankers of 
gas and residues. For safety reasons — to 
prevent explosions during cutting— KHB 
requires all tankers entering the harbour 
to be gas-free. As the best gas-freeing 
facilities in the region are in South Korea, 
most tankers imported by Taiwan must 
travel north first. The cleaning cost is 
borne . by the shipowner. + == 08$100- 


1,976,713 
1.834.501 
2,831,975 
г. "Jan.-Nov. Light displacement tons " 
"Source: Taiwan bonn Association of Old 
Ship Demolition Engineering Industry. 









ferrous барано, such as brass, 

pper and aluminium, usually account 

for only 1-2% of the ship's tonnage but 
esent. alarger share of income because 
y are worth much. more than their 













eel plate is exported directly to | 
са, Southeast Asia or India; the | 
oes to the. shipbreaker's | 
of to one of the d other 
the. island. Steel p 


„Ву Thomas Chesser 
Inchon: Hyundai, South Korea's largest 
business group, is not a company that likes 
to spend a lot of time testing the water. 
When it decides to move inte B new indus- 


















plate”: currently 
a ton and. scrap 
d to prevailing VLCC 





ach to decision-making might 

orate planners. at other com- 

j gl far the strategy, 

coupled with a favourable nod for growth | 
from the government durin 
the late Park Chu 










5 begin- 
i :| the heat from competitors in 
uth. Korea and Pakis s island: 






























| ght typically 
ors, one of whom will bring in.60 workers 

rap the vessel; while two others em- 
loy 140 workers to cut up the steel chunks 
n the yard. Shipbreakers pay 

e basis. The g 


is western port city, Originally 

| purchased to provide rolled steel mate- 

“tials for use by Hyundai's rapidly expand- 

ing construction business, the package 

also included a nuniber of well-built deep- 

| water berths in an ideal location that were 

the plant site; Not wasting any 

yundai planners used four of the 

hipbuilding and ship-repairing 

e the fifth tor what was then an 

| infant ind istry in South Korea — pP 
! | breaking. 
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ing industry asa whole i is larger 


the:increase.in demolished kdt | 
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inting to severe losses in 1980-81, is | 





‘slated for the scray 
| im other countries have become depen- 
‘dent om brokers to bi 


must make an extra. four-day E 
trip south to Taiwan, adding US$60- 
100,000 in steaming costs to the ship: 
owner's bill. 
Earle Ho, chairman of the China Dis- 






















| mantled Vessel Trading Corp., said local 


shipbreakers plan to establish'a company 
soon to clean the tankers. The major bar- 
пег is nöt acquiring (ће gas-freeing 
facilities, but rather getting the govern- 
ment to change regulations to allow the 


. tankers to enter Kaohsiung's harbour, Be- 


sides putting the industry on a moré com- 
petitive footing, the facilities would net an 
estimated US$20 million from the shipow- 
nere ~- ANDREW TANZER 


| After a i dte start the $ uth Korean company 
16 now the single biggest shipbreaker. 


entire year in 1983, the company believés 
it should be able to treble itsshipbreaking _ 
there to:1.4 million 14. This, added to the. 
600,000 Idt expected to be demolished at 


- Inchon, should bring the company's total 


amount of Idt tonnage demolished this : 


year to 2 million, allowing it easily to main- 


tain its position as the world's leader. 
Inchon [ron controls about 90% of the 


| South Korean market for shipbreaking. A. 
| trading ^ company, 
| facilities at Inchon, is next, followed by 
| Dongkuk Steel and Iron which has demo- 


Sangyong, : ‘with 


lition berths in Pusan and Masan. Both 
companies” involvement is fairly small, 
breaking 10-15,000 Idt a month. Neither 
‘has any plans for expansion. 

The first four years of demolition work 
at Inchon Iron proved’ profitless for the 
company, as prices for scrap and rerolled 


| Steel fell faster than ship prices in the de- ' 
| pressed steel market. This year demoli- 


tion Маи will not only turn in a pro- 
fit, they will lead the company's profit: 
making operations. ‘Company: sales of 
US$4 billion are expected to produce a 
profit of US$9.8 million for fiscal 1982. 
Separated from these totals, demolition- 
steel sales amounted to US$70 million for 
thé: year and will turn ima profit of US$3 
million. 

+ The only direct role Hyundai plays at 
Inchon Iron now is 45 purchaser of ships 
ap. While wreckers 







lips, Inchon has 
been able to. save the normal 1-3% com- 
mission paid: to these brokers by having 
Hyundai's ship-säles . department out 












| scouting and buying old ships. A second 






High taxes also cut in 
ers’ competitiveness. Th 
К is. 9% and the co 






edge Inchon Iron has over its competitors 
is that its steel mills can operate on scrap 
steel. as well as ore: Most.mills in other 
countries are-highly geared towards using _ 
ha Thi а s We company 
















Kobe Steel offers a full array of projects, products and services that P. 
help countries grow, develop and prosper in a big way. 5 
Like starting from scratch and creating plants. 5а 
Furnishing technological know-how. д 
Or supplying the essentials for growth industries. | 
But we work in a small way, too, right down to the people-to-people level to pr sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 





te for our brochure. 






Wherever you 


<> KOBE 


TOKYO HEAD OFFICE: Tekko Bldg., 82, Marunouchi 1-с 
SINGAPORE OFFICE: Tower 2102, 21е DBS 8059.4 S/T : 
KOBE INTERNATIONAL (S) CO, PTE. LTD: 60 Roko, Juron Ж ИдарОге 64-2444/Telex: RS 26574 KISCO 


Atticac Зее in Naw Vark tae A Bee inn City and Shariah 


e 
short- 
cut to 
trading 
with 
China. 


Ching remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities, 

This authoritative journal comes 
| packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
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demolishes for use in its own furnaces. 
Currently the company is paying 
US$81-83 per ldt for very large crude oil 
tankers in the 200,000-dwt class. In Feb- 
ruary 1982 it was paying US$110 per ldt. 
The drop in price, according to H. C. Suh, 
head of ship procurement at Hyundai, is 
due largely to increased supply that has 
occurred as a result of the worldwide oil 
glut. "Rather than pay high docking 
charges, owners would rather sell off the 
older part of their fleet," he said. 
Roughly 10% of a ship in the 200,000- 
dwt classis useless, unmarketable machin- 
ery. Next is metal scrap that makes up 
about 25?6 of each ship. Where most de- 
molition companies really cash in is on 
sales of rerolled steel which brings a price 
of 50-75% higher than scrap. Inchon Iron 
exports about 60%. of its rerolled steel to 
Thailand, Indonesia and Japan, among 


others, currently at US$160 a Idt. Domes- 
tically, South Korea is using ship plate and 
rerolled steel in a number of construction 
projects including the Seoul and Pusan 
underground railways and in construction 
activities related to the country's 1988 
Olympic stadiums. 

The company's success in the ship- 
breaking field has attracted the interest of 
a number of other developing countries in 
Asia including Malaysia, Thailand and In- 
donesia. These countries have asked In- 
chon and Hyundai to make technical as- 
sessments of their capabilities for setting 
up their own demolishing industries. Lee 
Yong Nam, executive director of Inchon 
Iron Demolishing, said a domestic source 
of steel that can be recycled has proven at- 
tractive to these countries, even if they 
are unable to set up full-scale steel indus- 
tries. n 


A demolition picnic 


Thwarted elsewhere, Pakistan's businessmen 
move into breaking in a big way 


By Mohammed Aftab 

Gadani: Lobsters and old ships mingle on 
the Arabian Sea beaches of Gadani, 22 
miles west of the Pakistani port city of 
Karachi. While the lobsters end up on din- 
ing tables of the fashionable Karachi res- 
taurants, the ships — wrecked, maimed 
and dismantled — feed the steel furnaces 
around the country. 

Fifteen years ago, the sleepy fishing 
hamlet was renowned only for its seafood, 
but then an enterprising Pakistani bought 
an old ship and started breaking it up. 
That is how Pakistan's shipbreaking in- 
dustry was born in 1967. Today Gadani is 
familiar to hundreds of steel rerolling fac- 
tories which, using the scrap from the 
ships, produce a wide range of mild steel 
products. 

What made the business tick? Entre- 
preneurs, ever alert to a fast profit and 
frustrated by bureaucratic red tape which 
makes them shy away from setting up new 
factories, saw an opening in this new field. 
In the mid-1970s, the then prime minister 
Zulfikar Ali Bhutto nationalised large 
chunks of industry, including banking, in- 
surance, energy, chemicals and shipping. 
Shipwrecked themselves, the dispossess- 
ed businessmen turned to shipbreaking as 
а trade. The results have been pheno- 
menal, with the industry established as the 
country's key growth. sector for years. 
During the past three years, up to 100 
ships annually have been broken up in Ga- 
dani. 

Nearly 15,000 workers toil daily at Ga- 
dani, breaking ships. The operation is 
largely labour-intensive, with very little 
machinery in sight. Sledge-hammers and 
oxy-acetylene torches are the principal 
tools. A ship takes from four to six months 
to be reduced to scrap. A 30,000-Idt (light 
displacement tons) vessel may take up to 
six months. Breaking up of ships of this 
size used to take eight months or more, 
but productivity has improved. 


Pakistan needs more than a million tone 
of steel annually, most of which is im- 
ported in the form of raw materials such as 
billets. The country's own steel mill at 
Karachi, built and financed by the Soviets, 
has gone into partial production —- turn- 
ing out pig-iron — but will still take some 
time to come fully on stream. In fiscal 1981 
(which ended on June 30, 1981) Pakistan 
imported 572,661 tons of scrap, costing 
US$106.6 million. That was an unusual 
year because of the need to build up inven- 
tories. In fiscal 1980, the import bill was 
US$27.1 million, according to the Minis- 
try of Finance. 

Ghulamali Panjwani, vice-chairman of 
the Pakistan Shipbreakers Association, 
says that steel produced from scrap pro- 
vided by his colleagues is some US$40-50 
per tonne cheaper than imported scrap- 
steel units. Panjwani was the man who 
turned the Pakistani shipbreaking opera- 
tion into a major industry. When Pakistan 
lost its eastern wing, which became inde- 


pendent Bangladesh in 1971, Panjwani 
lost most of his assets there and moved to 
Karachi. Shipbreaking was what attracted 
his business acumen and now he is the big- 
gest operator in the field. 

Panjwani himself buys up to 10 ships a 
year. They are generally bought from 
Greece but occasionally from Hongkong. 
Bombay-born, Panjwani is -confident 
about future prospects.. “As the price of 
energy rises, more ships will go out of op- 
eration, and will be offered for wrecking,” 
he says. ; 

In 1981, Pakistan imported 102 ships, 
measuring 498,899 Idt. The Ministry of In- 
dustries estimates that a shipbreaker re- 
ceives a profit of around US$50 a tonne : 
from selling scrap, which works out at a 
25% profit on investment. A recent study 
showed that, compared to ingot from re- 
meltable scrap, plates from scrapped ships 
are 11.3% cheaper, and imported reroll- 
ablt scrap is 7.2% cheaper. The shi 
breaking industry mostly produces terol- 
able scrap and so competes with this type 
of imported scrap. 

Industry sources said that in early De- 
cember 1982, ships for scrapping were 
available at US$65 a Idt, compared with 
US$125 a Idt in early 1981. The breakers 
have to provide up to 25% of the ships 
price and the banks the remaining 75%. 
Breakers also face customs duties and 
taxes, which take away a apnsiderable 
portion of the possible profit. 


T: industry bought and dismantled up 
to five ships a year in the late 1960s, The 
number rose to 30 а year by the mid-1970s 
and now has expanded much further. 
Some sources now reckon that Pakistan 
will soon be breaking a regular 100 ships a 
year. The exact level of activity will be ge- 
termined by the troubles of the interna- 
tional shipping industry, the price of 
energy and an assured supply of reason- 
ably priced labour at Gadani. With the 
passage of time, Pakistanis are buying big- 
ger and bigger ships for scrapping — a 
trend which is likely to continue. They 
have. already broken the Taiwan 
monopoly in middleweight ships (10- 
20,000 Idt), though Pakistan is still not in 
the market for very large crude carriers 
(VLCCs). 

In fact, the shipbreakers' success has al- 
ready caught official attention. Conscious 
of the profits being made, the government 
decided to take a slice of the action and 
last June it slapped a 55% duty on vessels 
imported for breaking. The old rate, 
against which the industry was complain- 
ing, was 35%. Voicing the demands of his 
colleagues, Panjwani asks for improved 
bank financing, an improvement in cus- 
toms appraisal of ships and a reduction in 
the bureaucratic red tape associated with 
the importing of ships and levying of 
taxes. 

Pakistan now buys vessels of up to 
20,000 Idt compared to the 7,000 Idt ships 
that it used to take only a few years ago. 
But so far it has not bought large container 
ships for scrap. "We are now in the larger 
carrier market, which previously was 
Taiwan's monopoly," says Panjwani. @ 












AGRICULTURE 


By Paisal Sricharatchanya 


pfessed rice prices in world markets 
ver the past 18months — may soon en joy 
ome relief. Indications are that the rice 
rade will gradually pick up in 1983. But 
respite will be temporary. ` 

Various forms of direct and indirect tax- 
tion on Thai rice exports have tradition- 
lly acted as depressants‘on the domestic 


‘government  paddy-price ` stabilisation 
rogramme in force in recent years ‘has 
ieved little owing to budgetary limita- 
ons and operational problems. 


"chestrated paddy-price support scheme 
or the.1982-83 main crop (harvested from 
‘November 1982 to March 1983) stands а 
good chance of succeeding, But even if the 
fficial target of ensuring that farmers sell 
their paddy at a minimum Baht 3,300 
(US$43.5) a kwien (equal to 1 tonne) is 
met, that would constitute more of a poli- 
tical achievement for Prime Minister 
rem Tinsulanond's government than a 
significant benefit to farmers. The official 
upport price under the scheme is below 
roduction cost. 
Тһе government originally fi fixed- the 
sport price at Baht 3,000, or 20% below 
support price for the 1981-82 main 
p, in amapparent effort to ensure that a 
'elatively.low target would be easily met. 
The complete failure of the programme 
last year (REVIEW, Mar. 5 
lost credibility and the authorities clearly 
had this in mind this year when they set the 
tow price. 
However, the price was raised to Baht 
3,300 in early December after a spate of 





seedy form of did | 


i Government: support for farmers i is not strong 
nough to shelter them from market pressures 


angkok: Thai farmers — badly hurt by - 


rice price. Meanwhile a much-publicised ` 


More immediately, the government-or- | 


; 82) resulted in : 





protests by farmers in the Central Plains 


rice-growing province of барбан Buri | 


(REVIEW, Dec. 17, '82). Their demand for 
the government to raise the price to Baht 
3,750 (the same level as last year's support 
price) was rejected on the grounds that it 


is a near impossible target іп the light оѓ. 


depressed export prices. 
So, after much fanfare and the disburse- 


ment of considerable budgetary and other | 


resources, it is clear that the government 
price-stabilisation programme cannot be 


expected to function effectively in times | 


of slump in the world market. The pro- 
gramme was designed to raise paddy 
prices (in order to benefit farmers) by 
creating "artificial demand” through di- 


rect government purchases of both paddy | 


and milled rice. Its limited impact during 
the 1980-81 crop year (when world prices 
were at their peak) and failure. last year 
(when world prices declined sharply) has 
raised serious doubts over its viability. 


n 1980, Prem's first coalition (under then 
deputy prime minister and. economic 
overlord Boonchu Rojanasathien) intro- 
duced a scheme to purchase milled rice di- 
rectly from the market in the hope that 


government intervention — whereby rice : 


was purchased from the start of the 1980- 
81 crop year and stockpiled for six months 
— would generate an artifical demand for 
rice. This in turn would push up pues for 
paddy. 


The timing of the programme was op- ` 
supply. 
shortfall, and a consequential rise in world | 
‘demand, forced ex-Bangkok fob: export 


portune. A previous global. 


prices of 5% Thai white rice to jump from 


‘an average US$433 a tonne іп 1980 to | 
more than US$500 in early 1981. Riding: 


stimulated paddy price levels. In the end, 


| 3,500 for the 1980-81 crop year proved 
‘successful. < 

































support price of Baht 





owever, as government 
spokesman Trairong Suwankhiri later ad- 
mitted publicly: “It was a fluke.” The suc- 
cess was made possible by the prevailing 
high world prices. 

Apart from political factors, an appa- 
reńt miscalculation of world market 
trends contributed to the unusually high 
support price of Baht 3,750 for the 1981-82 
crop year. Even before the Thai main crop 
was harvested, world market trends had 
suffered a reversal. After 30 months of in- 


| crease, international rice prices hit a peak 
‘of US$540' a tonne (5% Thai white fob 


Bangkok) in mid-1981 and have since de- 
clined sharply. This is a result of a global 


‘production. increase and low. import de- 
mand in Indonesia and South Korea. 


Prices dropped to US$340 in January 1982 
and bottomed at US$250 in November. 

- Authorities tried their best to make the 
1981-82 support price stick. A revolving 
bank credit for the PWO (which is under 
the Commerce Ministry’ s jurisdiction) to 
purchase milled-tice was raised by Baht 1 
billion to Baht 6 billion. The semi-official 
Agricultural Cooperatives Group of Thai- 
land and the Marketing Organisation for 
Farmers: (МОЕ), another state corpora- 


‘tion attached to thè Ministry of Agricul- 


ture and Cooperatives, received alloca- 
tions from the government's Farmer Aids 
Fund to buy 580,000 tonnes of paddy. А1- 
though the traditional 5% export duty re- 
mained intact, rice-reserve requirements 
(a variable form of taxation whereby rice 
exporters were required to sell a portion 


‘of rice cheaply to the government propor- 


tionate to their exports) were completely 
removed, Export premiums (another vari- 
able taxation) were substantially slashed 
in order to stimulate exports. These mea- 
sures proved to be in vain. An official sur- 
vey shows farmers netted an average Baht 
3,100 for the 1981-82 main crop — 17. 3% 
below the government target. 

Officials now concede that last year’s 
support ` price was unrealistically high. 
Also, a record 1.5 million tonnes of carry- 
over rice stocks at the end of 1981 consti- 
tuted another, major price depressant on 
the new crop in early 1982. Exporters in 


: effect. were selling from their old stocks 


rather than purchasing from the new crop. 
The volume of paddy purchased by the 
authorities last year amounted to less than 


3:7% of the 15.8 million-tonne 1981-82 


main paddy crop. "That was like a drop in 
the bucket," commented one observer. 

Some economists say the PWO's prac- 
tice of rice bidding (an integral part of the 
price-stabilisation scheme in the past) sim- 
ply does not work. 

Ricé millers, through widespread col- 
laboration, are said to have profited hand- 
somely during the 1980-81 crop. year when 
the PWO bade to’ purchase their rice at 
selected provincial sites. To eliminate mil- 
lers' collaboration; authorities conducted . 


„nationwide bids to buy rice last year and- 


The 


: rátion -becatte, in n effect. ойе 
_of buying expensively but selling cheaply. 
J а disastrous Baht 3 & billion 
oss in 82. Because the órganisation did 
о begin to release its rice stocks from the 
evious year until after mid-1981 when 


à world prices began to plunge, the loss for | 


1981 topped Baht T billion, but profits 
«from the sale of: cheap rice purchased 
under the 1980-81-rice-reserve. require: 


ments reduced the figure to a net loss of - 
» Baht 413 milion: 


organisation hasin- 
“curred an accumulated Baht 3 billion 
. loss during the past 
© port operations.” 


In an interview: wi 


Surayuth ишао ап агту officer 


abr dug tbe 
‘government market-intervention pro- 
„gramme is at be: pplementary mea- 
sure.” Since the weak international prices 
are beyond Thailand's control, the gov- 
ernment's main str 
plete the carry-o 
possible thro 
strong export 
crop will rais 


e stocks as much as 
Aging that a 


the REVIEW, Col. 1 


THAILAND'S 
RICE EXPORTS 


SEQEWOHAPT by Fip Tia 


favouitable factori is the substantially lower 
carry-over stock compared with last year. 
Precise stock levels are not clear however, 


Meanwhile, it appears the govern- | be 


ment’s attempts to create strong export 
demand are gathering momentum. By late 
December, the government had already 


"committed new government-to-govern- 


ment éxport-sales: Contracts ‘totalling: 1 
million tonnes. 
tracted by private exporters is not im- 


‘mediately known. 


Banking on forecasts of an improved 
world rice trade in 1983 — the rice policy 
committee predicts a 15% increase in i 
ternational prices — officials i 
the government will succeed in t 


i 


The exact volume con ' 


? ge ps 
Baht2 800 a kwiento 
same period. у 
On top of the éxport d 
cial agricultural cooperative: 
the MOF also began purchas 
selected locations throughout 
from mid-December and will e 
“intervene”. in the market i 
1983. Armed wit 
"billion budget: the two Бош 
of the more than 700 


ed ‘rice duting the current hz yves 
are likely to fall far short ¢ | 


Miaistiy of ‘Agricul 
Which are endorsed E theri rice 
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is little likelihood the price-stabilisation 
























pport programme has developed into an 
portant political platform of the. gov- 
тотеп and its'termination could gener- 
€ unwanted political backlash from 


on. It is possible, however, that the exact 
may change under future governments, 

ing group, headed by Surayuth and domi- 
ated by academic economists, proposed 
an entirely new system whereby the gov- 


market intervention if the Bangkok price 
for 5% white rice moves within the range 


ine. for® their. 
nd the ceiling level, export птш 




























оне, picking up. pr 
arket are expe тве“ | 


Bangkok: After more than a year of de- 
trade appears to be adjusting to a more or- 


981, seemed to have bottomed out by 
ovember 1982 and now look set to: pick 
up gradually. It is projected that the price 
pnm will gather momentum, especially 
during the second half of 1983, апа on an 
annualised basis prices should. be. about 
595 higher than in 1982. 

Latest available statistics {тот the 
ome-based Food and Agriculture. Or- 


t 406 million tonnes, or 6 million tonnes 
low the previous year's record. The de- 
line is due to unfavourable weather con- 
itions in several countries, especially in 
Subcontinent, together with a lower 
wn area in some ‘exporting countries, 
articularly the United States. 

\gainst the estimated 12.5 million ton- 


The overall decline, the organisation says, 


Despite its marginal impact so far; there | 


*scheme will be scrapped. The paddy price- · 


rmers, who comprise about. 75%. of 
ailand’s estimated 50 million popula- 
echanisms to implement the programme : 


n mid-1982, a cabinet-appointed work- 


ernment would have no part in any form of 





paddy. If prices, rise. 


pressed prices brought about by the 1981« 
82 global bumper crop, the. world rice . 


derly pattern in 1983. International rice’ 
rices, which declined sharply from mid-.. 


anisation (FAO) of the United Nations . 
stimate 1982-83 world paddy production- 


in 1981, the FAO projects the 1982 
world-price ‘trade at 11.3 million tonnes. - 


masks a larger fall in the medium- and. 
igher-quality trade while exports of. 
Jdower-quality rice have been © more 
buoyant, with large sales to many African. 
countries, The drop in world imports was : 


closed: though itis unde 
accumulated several billion 


ers to “pledge” their ра fo 

until prices pick up before selling. A trial 
pilot project was. implemented. an. 1982 
in seven selected provinces and the out- 


come is said to be. moderately satisfac- ' 


tory. The volume involved, however, was 
*imall.at about 1,000 tonnes. The prog- 
ramme will be expanded to cover 10 pro- 
vinces starting from January 1983, though 
the government budget to finance it has 
yet to. be approved: duo Qa 


largely due to reduced purchases by South 


"Korea and the Soviet Union; in contrast, " 


Africa and West Asia imported more. 
, The 1982-83 paddy output in the im- 


‘porting countries is estimated to have 
risen only marginally — there are indica- : 

; tions that the increase may be the lowest in 
a decade. Although the FAO report pre- | 


dicts a moderate overall increase in global 


import requirements in 1983, more recent: 


indications point to substantially larger- 
than-expected import demand ‘from: In- 
donesia — one of the largest importers in 


| recent years — as a result of the projected 


1983 wet-season crop output decline be- 
cause of late rains (REVIEW, Jan. 6). If the 


latest estimates for Indonesian rice .im- . 


ports in 1983 of 2.5 million tonnes prove 
correct, compared with léss than 400,000 
tonnes in 1982, then the. world rice trade 
would easily top 13 million tonnes. This 
would mark a substantial increase over 
last. year, inevitably accelerating upward 
price pressures. 

Paddy production in South Korea is re- 
ported to be well over the. 1981. level 
(7 million tonnes) though still below the 
peak reached during 1977-79. As.a result, 
South Korean rice imports in. 1983 are 
likely to he less than the 400,000 tonnes es- 
timated for 1982. Bangladesh’s import re- 
quirements in the New Year are also ex- 


pected to be less than the 400, 000 tonnes Eee 











My utside Southea Asia, aggregate pro- 
f duction in Africa is expected to have 
declined. This is. likely to give greater 





| momentum to the increase in rice imports, 
which have risen from less than 1 million 
+ tonnes in the mid-1970s to 3 million tonnes 


in 1982. As domestic production plays a 


| smaller role in meeting consumption re- 


quirements in developed importing coun- 


| tries, as well as in the major importers of 


West Asia, the anticipated increase in 


и their rice output in 1982 is unlikely to pre- 
| vent imports from rising in 1983 to above 


the 4 million tonnes bought in 1982. “Ап 
important: factor will be whether the 
Soviet Union resumes its large purchases 
of rice which, after reaching a record 1.3 
million tonnes in. 1981, are estimated to: 
have declined. to under 1 million tonnes in: 


| 1982," the FAO report says. 


Paddy production in the traditional € ex- 
porting countries is also expected to.regis- 
ter only marginal gains in 1982-83. In 
China, though. yields. are likely.to..be 
higher because of an increased area under 
improved varieties, the total-area crop 
will probably decline further thereby 
limiting the increase in output to about 
1-296. This may lead to some drawdown in. 
stocks; net exports in 1983 are also likely 
to remain small for the third year running. 
The-paddy crop is reported to be good in 
both Burma and North Korea, but output 


^| is falling somewhat in Thailand and Pakis- 
"| tan though exportable surpluses should 


remain large. In Nepal, however, the pro- 
longed drought has caused a significant 
drop in output, so Nepal will be importing 
rice. 

Production is forecast to drop by 15% in 


|. the United States because of lower prices 


and: the. area-reduction programme, 
though exportable supplies remain large. 
Exports from the newly exporting coun- 


- tries (India, Japan, and the Philippines) 


are likely to be lower in aggregate in 1983. 


| Severe flooding in September caused 
| widespread damage in India where the 


1982 rice output is likely to fall, perhaps 


"substantially. . Consequently, the Indian 


Government has decided to cut rice ex- 
ports, which had grown to more than 
900,000 tonnes in 1981. The FAO now 
projects India's 1982 exports at 700,000 
tonnes. "Overall, exportable supplies 


should be sufficient to meet import de- 


mand, as supplies from the current crop 
can be supplemented by a drawdown of 
exporters' stocks," the FAO report says. 

In Thailand, the depressed prices which 
characterised the record 18-million-tonne 
1981-82 bumper crop as well as unfavoura- 
ble weather conditions, have resulted in a ` 
somewhat lower output in 1982-83. Esti- 
mates, however, vary. 

In any case, Thailand seems poised to 


ететрегаѕ the world's largest: fice exporter 
| forthe third consecutive year in 1983, sur- 


passing the US, with a projected 3.3 mil- 
lion tonnes of export 
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"thing: quite so sweet. Min ab 











gn embarrassing Arab boycott 















у Jeffrey Segal 
uala Lumpur: А cloud which hung over 





suddenly lifted. On December 13, the 
League of Arab States officially ended a 
"boycott of Malaysia's government-owned 
ading company and the country's flag- 
hip multinational corporation — a ban 
iposed because of their economic links 
Israel. Hushed up successfully by the 
laysian Government during a period 
en Muslim zealots were posing strong 
llenges to its political authority, the 
cott nevertheless threatened to be- 
e a major diplomatic and commercial 
mbarrassment to the avowedly Islamic 


‘in the Malaysian economic. context, 
even more bizarre —— an unpre- 
nted r&erse restructuring of a manu- 
ng company's equity, with a foreign 
PE up 100%- of an operation 


Malaysian authorities bend J official 1 policy t to end 


Aalaysia for almost the whole of 1982 has . 









Cadbury Schweppes .also had a. long- $ 
standing franchise arrangement, with a- 
soft-drinks firm in Israel to provide the 
ingredients for its aerated-watér bottl- > 
ing plant. In the mid-1970s, the Central . 
Office for the Boycott of Israel, run by the 
Arab League in Damascus, Syria, decided 
that this meant that Cadbury Schweppes 
was. supplying the enemy, and put the, 
British group on its blacklist. The move ef- 
fectively cut off Cadbury Schweppes from : 
all commercial links with Arab states com- · 
-plying with the boycott. 
Agents and partners of a banned com- 
pany are themselves often blacklisted 
along with their principals, but the Pernas 
Sime Darby link went unnoticed for years. ` 
In the late 1970s, though, Sime Darby de= 
cided to open a representative office in - 
Bahrain, and the Arab authorities began 
to ask questions. Suddenly, at the begin- 
ning of 1982, five Malaysian companies - 
found'themselves on the boycott list for : 
their links with Cadbury Schweppes: Sime . 
“Darby Bhd (the multinational’s overall : 
holding company), Sime Darby Malaysia, 
Pernas Sime Darby. Holdings, Pernas 
Sime Darby Sdn Bhd (the joint-venture's . 
trading atm) and Pernas itself. Po 
The. news came as a great embarrass- : 
ment to the companies involved and to the ` 





















small company пош їп һе esuburbs of 
Kuala Lumpur, was selected. 
. Thethteepartnersset up their new joint 
venture, Cadbury . Confectionery 
Malaysia (CCM), in July.1974. The initial 
authorised, capital.was just .M$2 million; 
(US$865,800),. but this increased some 
four years ago to M$10 milliot. The paid- 
up capital, too, has gone up by stages, 
most. recently from . M$3.8. million. to 
1. By th beginning of 


































a 3095 stake. P. 
ings, a wholly o su 
.Sime Darby, formed in 1978: to take. over 
‘the group's паузе рада interests, had 
` 65.995 and Mun Fah 4.1%. Pernas-Sime 
Darby had four men on the eight-member 
CCM board, Mun Fah one and Cadbury 
Schweppes the remainder. | . 

The CCM plant in Shah Alam started 
up in 1976 but period: unsuccessfully for 





































€ roots oft the sales e ick n 
ears, to when Sime Darby took ug 






hat was then Malaya, Singapore апа 
: British colonies of Northern Borneo. 
€ early 1970s, the commodity-based 








ind Brunei franchise to a newly formed 





with Perbadanan Nasional, or Pernas, à 
tate-owned trading corporation with in- 


ew group, which was called Pernas Sime: 
by. With public-sector backing and 
ate-sector management expertise 


























erfields. Apart from trading activities, 
rnas Sime Darby currently manufac-. 


g sheets, and has a major stake in the 
tor industry through the assembly and 
| ribution of Ford and Land-Rover Уен? 


At the same time as the marketing c con- 

ct was changing hands, Cadbury in Bri- 
then merged with soft-drinks 

rn Schweppes — decided to start 

Ñ 'hocolates in Malaysia rather than 
xporting them from England. Pernas 
Sime Darby was.one obvious local partner 
Or the scheme, but Cadbury Schweppes 
Iso needed a tie-up with a Malaysian firm 
th knowledge of the domestic. confec- 
^tionery market and an existing licence to 
manufacture chocolates, which it could 
then take over. Mun Fah Chocolate, a 















tributorship for Cadbury's chocolates” 







multinational handed over the Malaysia 


ош venture which it had entered into: 


erests in shipping, manufacturing, hotels | 
ind construction, The Cadbury's contract. | 
was one of the first undertakings by the | 


Sime Darby, it moved rapidly into. 


ures paints, security equipment and roof- :| 


‘Malaysian Government. For Sime Darby, - 
| first heard of the ban through a re- 
tin the Financial Times of London, the 
isting was “galling,” in the words of a^ 
senior executive. Sime Darby, he argued, ` 
j| was.only a 49% shareholder in Pernas 
| Sime Darby and owned indirectly less ` 
than a third of CCM.. Yet the boycott- 
threatened its newly established Bahrain . 
branch operations and growing exports of 
processed commodity items to the Middle | 
East. "The whole thing backfired," the 
executive complained, 
Pernas stood to lose shipping business 
from West Asia, both through its agency 
and its newly formed shipping line. But it 
| i oh more concerned about the effects of | 
Mahathir: Gulf talks. | the boycott on one of its newest sub- 
UT m sidiaries, Malaysian-Kuwaiti Investment 
its first few years: By the end of January. | Co. Formed in September 1980, this com- 
1980, its accumulated losses had reached | pany's M$50 million paid-up capital i is split 
M$1:75 million, though subsequent tech- | between Pernas (52%), the Kuwaiti Real 
піса advances and successful marketing | Estate Investment Consortium (32%), . 
campaigns brought a rapid turnaround. In | and Kuwait’s Public Institution for Social: 
1980-81 sales rose from M$6.4 million to | Security (16%). Its investments include a 
M$9 million; and the company posted its | 10% holding in a M$480 million, 1.2 mil- 
first-ever profit of M$307,000: The follow- | lion tonnes-a-year cement plant in Kedah, : 
ing year earnings increased further to.| due to come on stream in 1984; ashare ina: 
'M$678,000, halving the. remaining ac- | 2,000-acre property-development scheme 
cumulated deficit. also in Kedah, and other housing, con- 
struction and trading operations. Я 
0: a brand-name: basis, CCM also cap- The disclosure of the blacklisting was: 
tured the No. 1 position іп the.M$36 | also.acutely worrying for the Malaysian. 
million-a-year Malaysian chocolate mar- | Government coming as it did between. 
ket, though its main competitor, recently | high- powered. state visits to. Kuwait and: 
listed Chocolate Products, produces a high- | Saudi Arabia by the king and senior minis- . 
er overall share of the 2.8 million tonnes. |. lalaysia В : 
made here each year. In its annual report. | ing. to improve its. Islamic creder 
for the year ended January 31, 1982, Per- | the Arab world, playing. a great 
nas Sime Darby forecast that CCM would | the world li 























































isport in Satawak 


Aalaysian exports to West Asia 
anly agricultural commodities — 
sd only M$565 million, while im- 
(largely crude oil) came'to-M$2.21 
billion The Decet Goveriment! s offi- 





Malaysian newspaper f port, son, ош, © 


| that Prime Minister D: uk Seri Mahathir. 





i during an еї 
early 1982... 
: Pernas, for 






"Darby. sent- its 

chief legal ad 

secure more informatie 
suade the boycott offi ze 
Cadbury Schw 
made no headway. 
should sever our: 
"E bury's, ” 
the REVIEW. Per 
to get out. “The P. 
the Pernas | 






pies 
е told that we 












fficial figures show. Pakistan's gross 
domestic product growing by a real 
76:396 in fiscal 1982 (ended June 30; 1982), 
a marginal improvement on the 61% 
achieved the previous year. But in its re- 
cently released ^ annual appraisal | of 
economic prospects, the State Bank of 
Pakistan (the central bank), cautioned 
that there is "no room for complacency.” 
It-said: "We must continue stringent de- 
mand-management policies to curb infla- 
боп and to: consolidate, the gains already 
achieved.” | 
The economy continues to be bedevil- 
led. by inadequate infrastructure, one of 
several factors which have discouraged i in- 
vestment. In fiscal 1982, private-sector i in- 
vestment totalled’ Rs ^ 16.34 billion 
(US$1.49 billion), up 13.4% over the pre- 
vious year. But state-sector investment.in 


fiscal 1982, at Rs 32.23 billion, was both ^ 


larger and up by а more impressive 
20.1%. This is despite the government's 


professed policy of encouraging private | 


enterprise in order to give it a bigger role 
in the economy. 
7 Вог official policy on investment cón: 


tinües to be ill-defined; regulation of the 


‘economy remains tight; would-be. inves- 





w-material imports following 










alaysia was also anxious to trim a. 














services: with» an import content, 
now more expensive as the rupee, depre- 


must reckon with rising costs of equip- | 





break their ties. Mun Fah was. no: ae 


involved in the decision-making as it had 


sold its small remaining stake in CCM to 


Pernas Sime Darby early in 1982, its sole 
director leaving the board in May: 


М, ithin afew short months, the 50-year 
relationship was completely dissplved. 


. The first step came on June 8 when Pernas 
Sime Darby announced that henceforth 
ССМ itself would be taking over its distri- 


bution functions in Malaysia and Brunei. 


Ten days later; Pernas Sime Darby's four 


directors at CCM» stepped down when 
Cadbury Schweppes bought its enlarged 
3.18 million shareholding for a price put at 


part, let y | around M$6 million, roughly twice the par 
the talking. Around Match last year; Sime: | 


value.’ 
«The two moves had the desired effect, 


| Attheend of November 1982, Pernas and 


Sime Darby received a letter from a Dr 
Nourullah, the commissioner-general_ of 
the boycott office in Damascus, informing 


| them that they would be removed from 


the blacklist. A public statement оп De- 
cember 13 made the lifting official. 
Within days, ‘it was announced. that 
Malaysia was to host a special 40-nation 
conference on the Palestinian issue in May 
is'yeà that: would have been 


‘the flotation of the rupee against the US 


dollar, and must find ways of coping with 
poor transport and telecommunications, 
and uncertain utility services ( REVIEW, 
July 23, 82): 

Thé consumer price index (with fiscal 
1970. as: the base year) rose by just 
under 12% in 1982. Over the past average 
three years, it has increased at an annual 
rate of 9.5%. Inflation looks likely to ac- 


| célerate in 1983, as the fall-out from the 
‘delinking of the rupee in January 1982 


(REVIEW, Feb. 5, '82) from the US dollar 
increases. ^ AIF imported: goods," and 
аге 


ciates. The float brought the rupee down 


' 30.996 from Rs9.90 to the US dollar to Rs 


12.96 by late December 1982. 
“In fiscal 1982, agricultural output im- 
proved by^476, against thé year-earlier 


- rate of 396: Wheat, at 11.2: million tonnes, 


was down 2.3% in contrast to a 5.6% 
growth in 1981. (The harvest in 1981 was 
ar all-time high of 11.47 million tonnes.) 
However; output of sugarcane, rice and 


- cotton was up: Industrial output grew. by 


12.1% in fiscal 1982 from 9.9% growth a 
year earlier. Improvements were seen in 
such areas-as cotton yarn, refined sugar, 
cement, fertilisers, chemicals, jute. goods 















г over of the: company in July #982. 


' tion. The divestment was by. no. means t 
"first by Pernas, which has been: tran: 
. ring important equity holdings — 















ing, energy . and. construction: group 
Promet. The Kuwaitis had earlier b 
signed 30% of palm-oil producer: 
Plantations once Kumpulan Fima; 
based conglomerate owned by the.Mal 
sian Government, had completed its tak 







. These events left CCM in a curious po 









` ing stakes in Malaysian Mining Со Т 






land and. Peninsular Developme 


| Goodyear Malaysia — to Permodalan N 
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1 paper-board, 








: since 1980. Nor indeed was it the 
| of locally incorporated joint- 


> lion. 


1981. 


` tional prices, and a small net-iner 


` billion goes towards financing the dev 
: lopment budget, which provides for 


sional, the national equity corporal 
















verting to. 100% foreign ownership 

1981, Pernas Sime Darby. Sdn. Bhd itse 
gave up ап eight-year-old half-shar 
Electrolux Malaysia, a cleaning-eq 
ment distributorship, to parent compa 
AB Electrolux of Sweden for M$2.25 m 





















But the CCM sale was the first kn 
case of а locAl. manufacturing company 
producing for the domestic market b 
taken over by an overseas gro 
) Ye in the r 

























and bicycle tyres. However, prodi 
Сар юне ai 
matches declined. vom 
Slack international demand and a a 
terioration in the terms of trade cut in 
exports. Exports of cotton, rice, сатре! 
and rugs, surgical instruments and f. 
wear declined in 1982. The sale-of cott 
fabrics, cotton yarn, leather, fish and fi 
preparations and raw wool, howe ve 
rose. Exportsin 1982 totalled US$ 
lion. compared with US$2.66: billi 
Їп 1982, imports. гове 3. 596 
US$5.76: billion from US$5.55 bilio 
1981. The rise was due to higher int 
























volume, Thus, the deficit on merchandi: 
trade іп 1982 widened to US$3.44 bill 
а 24.5% increase, The current account d 
ficit as a whole increased to US$1.6 bill 
in 1982 from US$1 billion in 1981. T 
1983 deficit is likely to be» hi 
still. 

The government budget for fiscal 19 
vas divided into the current and the d 
lopment budget — standard practic 
Pakistan. The current budget estimates 
ceipts of Rs 57.18 billion against expe 
ture of Rs 46:91. The surplus of Rs 1 


penditure of "Rs 31.46 billion. 
sources of finance areforeign aid 
15.74 billion and deficit financing of Rs: 
5:45 billion. -= MOHAMMED AFTAB 


ip, and that an operation: Mii before 
975 should be restructured in line with 
the New Economic Policy if it undergoes. 
expansion. That means giving atleast 30%. 
) bumiputras (Malays and other indigen- 


peoples), 40% to other Malaysians: 


id a maximum 30% to foreign interests. 
„ССМ has been made a significant 
tion to the rules: The government's 

ign-investment committee approved 
Cadbury veppes takeover after re- 

d lobbying by Pernas Sime Darby, 
the new parent company did have 

ake three concessions. First, it ap- 
ed а Malaysian, William Ng, to the 
hree-man CCM board. Secondly, it gave 

1 undertaking to the committee to fall into 

with the. national-equity quotas be- 
ore the 1990 deadline. (Sources said Cad- 
ry Schweppes has already talked to in- 
idual bumiputra investors about taking 





















































Supermarket: sticky problem solved. 


p a possible stake. None has any substan- 
al links with Arab countries.) 

‘Thirdly, CCM quickly appointed bumi- 
utra agents. for its products.As. from 
ovember, Boustead Trading. stepped i in 
s stockist and delivery agent in Peninsu- 
r Malaysia ава as distributor in Sabah 


‘апа Sarawak. In Singapore, Boustead 
Marketing . and Management · Services 
BMMS) took over the distributorship: |. 
rom Sime Darby. Singapore. Boustead 

i | subsidiary of 


loustead Holdings, while BMMS is a 


096 "associate. Boustead Holdings; in. 

is owned. 34.4% by. Malaysia’s. 
nt Fund, and 
nd Development 
uthori y both quasrgoveramental dn- 


195 by the Feder 


titutions.: | 
Boustead has not been. involved in any 
alks on taking an equity share in CCM, 


greements could 


mean the groupis runni 
cklisted itself. Unlik 
Darby, though, Boustead is n 


ave any extensive interests in. the M 


Taiwan is gearing uj 







steel, plastics, rubber, glass and paint. 
Economic planners dream of Taiwan be- | 
pply centre, 


change each year from 








major enterprises, ist 


| By Andrew Tanzer — 
| Taipei: Taiwan is taking a US$1 billion. 
T invest in 


gamble that, with considerable assistance 


{тот Toyota Motor Corp., it can turn out 
cars to equal those manufactured i in Toyota | 
City, Japan. And it is wagering that, ade- | 
cade from now when the car plant reaches: 


a maasive 


"company 1 


makina joint venture 


| —but there are plenty of perils on the road ahead 


"surrogat f : 

Japanese motor giant. In- 

dustry. sources put Hotai оаа" s local 
b 


agent and‘ 


its targeted production capacity, enough | К 


of the island’s consumers will trade in their 
motorcycles and enough foreign countries 
will buck the current protectionist trend to 
absorb 300,000 cars a year. If not, Taiwan 
will be stuck. with a white elephant. 

The man behind the investment is Chao 
Yao-tung, Taiwan’s «entrepreneurial 
economics minister, who has nursed the 
project along since his days as chairman of 
the state-run China Steel Corp. Chao says 
the joint venture will be of “great signifi- 


i eue ’ in raising Taiwan's industrial capa- : 


ility and improving its industrial. struc- 
ture. 
The project is seen as a means of de- 


| veloping the car-parts and allied. indus- 


tries, such as machinery, electronics, 








ponents than from the 30,009 cars ear- 
marked for export. i 
The joint venture calls for пу t 
ment of NT$21.6 billion (US$540 mi 
lion), of which paid-in capital will account 


‘for NT$10.6 billion. Toyota. will put up 


45% of the equity, China Steel 25% and 
local private investors 30%. The balance 
of the investment will come from bank 
loans, presumably a substantial portion 
supplied by the Japanese Export-Import 
Bank in the. form of credit. to: Japanese 
suppliers of equipment and machinery. 
Most analysts. estimate the fresh invest- 
ment needed in satellite industries ex- 


the cost of the project at well over US$1 
billion. 
Toyota is expected to subiit its invest- 


i ment application formally in the next few: 
weeks and the car company is scheduled to’ 


be formed within six months after that. 
But the government may have to resort to 
some arm-twisting to come up with the 
US$80 million in private capi 


land's biggest industrialists, including Viv- 
ian Wu, chairman of Yue Loong Motor 
Co., Taiwan's largest саг manufacturer, 
and Y. C. Wang; chairman of the Formosa 


Plastics group, have already said по to 
t1 : 


Chao. Tatung, like many 


during tlie current bu 
апу capital into the join 
2 The ministry has been w 


"terprises. Regardless ‘of the. ownership 


| vested in the hands of Toyota for the first 








ceeds the outlay for the car plant, putting. |: 1,300cc., 1,500cc., or both versions. The 




















needed to. 
round out the investment. Some of the is- 


' (REVIEW, Aug. 13, '82), Chao is under in-- 


"Yun-suan.and.others to work-out a final 
| contract with Toyota that protects Taiwan 


under suspicion. | 
to raise Chin Steel' sstake, but 


15 likely to 


,minister's known distaste for state-run en- 





profile, management of the firm will be 


five years after production commences, 
after which the reins will be held by the 


| Taiwan side. 


ssuming the private sector stumps up 
the cash soon, factory construction: 


| could begin in .mid-1983 and the first 
. Toyotas should roll off the assembly line 
| in early 1986. The blueprint targets pro- 


duction at 20,000 units in the first year ris- 
ing steadily to 300,000. from the eighth 
year onwards. Export targets rise rapidly, 
from 1% of production in the first two. 
years to 50% from the eighth year. — — 
One of the keys to the Кок is that the. 
exported cars will bear the Toyota brand 
name. Exporting Toyotas creates a strong 
incentive for the Japanese partner to pro- 
duce a top-quality car to preserve the com- 
pany's good name. It also makes export- 
ing much easier, as the marketing will be 
handled entirely by Toyota's global sales 
network. Taiwan has taken to heart the 
‘mistakes of Hyundai, which has had only 
modest success exporting its Pony, partly 
because. the. South Korean firm lacks a 
sales and after-sales service network. 

The. plant will manufacture. only one 
basic. car model, probably the best-selling 
Corolla, with an engine displacement of 













Taiwan side insists on producing only cur- 
rent models. The agreement stipulates 
that the cars will have.a local-content rate 


|- of 7096 in the first year of production, ris- 


ing to 9096 within five years. Government 


: Officials. have spoken of an ex-factory 


price of US$4,000 a vehicle and an initial 
export price of US$2,250 а unit, which 
may interest. United States anti-dumping 


‘inspectors. . - 


In the wake of the Hua Tung debacle 






tense pressure from Prime Minister Sun 


against Japanese non-performance on in- 
ets. In the case of Hua Tung... 
ghted heavily 

ors allowed the. 

eavy-truck ven: 
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verely we lig Teves if the 
Japanese partner does not meet targets for 
po оса! content, technology trans- 
fer and car quality. One clue as to the 






ureau deputy-director Wu’ Hui- 
| told the REVIEW: “If they don't 
reach export targets, then they won't be 
allowed to repatriate profits.” The sheer 
size of Toyota’s investment — US$120 






“tection against th 


ympany’s abruptly 
quitting the venture: — < | 


ding for the project since mid-l 








commitment to export more cars, its plan 

` to manufacture cars suitable for the de- 
veloped rather than the developing world, 

_ its larger investment in pollution-centrol 
equipment for cai its willingness to 
try to duplicate i an its famous satel- 
lite factory network for manufacturing саг 
parts. Ue 

All indications that. Taichung, а 

west-central port: city, will become 
Taiwan's Toyota City. Most of the island's 
car-parts manufacturers are there now; a 
thick web of vendor-suppliers should grow 
up around the joint-venture plant. 








Boom exports notwithstanditig 
(US$96 million in 1979, US$209 mil- 
lion in 1980, US$249 million in 1981); Tai- 
wan'scar-parts industry is considered short 
of capital and weak in management, tech- 
nology, design capability and quality con- 
trol. Counterfeiting of European brand- 
names is rampant. Plans are to use existing 
vendors whenever possible, but clearly as- 
sembly of Toyotas as good as those made 
in Japan will require a massive transfer of 
parts technology to Taiwan. Toyota has 
reportedly already drawn up a com- 
prehensive plan for its satellite factories, 
many of which are members of the Toyota 
group, to invest and give technical assist- 
ance to local parts suppliers. The lion's 
share of the island's estimated 330 parts 
manufacturers are small-scale and lack 
capital. aet analysts say many would 
. be unwilling to invest in new facilities to 
make components for a project as risky as 
the joint venture. ‘Production of many 
parts may turn on how much capital Ja- 
panese investors are willing to pump in. 
Another problem, especially vexing for 
the six existing car companies on the is- 
land, concerns the loyalty of the parts 
makers. Industry sources say that, accord- 
ing to Japanese tradition, components 
suppliers do not cross over between car 
companies. Thus, Toyota's vendor- 
suppliers do not sell to Nissan, and vice 
The government may have to inter- 
ne to prevent traditions in the Japanese 
industry spreading to Taiwan. 








pen: ty came from Industrial Develop- 


- million — is regarded as considerable pro- | 


Toyota got the nod for several reasons: its | : итуче | 

р paniés only begin with access to parts. If 

| there is one thing they do not need now, it 
is added. capacity. in. the. industry. After. i 
































Oblems-of the.six car.com- i] 


Marita in жол. g c 
Ho Motor Co., the 


car manufacturer, fore 


gow or the. 





 thenew v pto opér 





| |, of the plant are put а 


|| ket for only half that. 


to this the industry's e 
150,000 passenger cars, and the 
city for 300,000 cars and a pro 







г Мо ‘surprisingly, саг ma 


jec Chao has met their 


» On December 28 the minis 


|| chiefs of the six car makers ап 


booming in the late 1970s; the passenger- 
car market has stagnated àt around 80,000 
vehicles а year (not including imports of 


5-10,000) since 1979, and the industry д8 





Mitsui's misfortunes . 


Mitsui and Co., "Japan's ‘second figli 
trading house, reported à slight increase 


in revenues Би} а sharp decline in con- | 


` solidated net income for the six-month 
períod ended Sept. 1982. Total sales rose 
6% to. ¥7.93 trillion (US$34.25 billion) 
over the same period the year before. 
Net earnings, however, plunged 45% to 
34.59 billion (¥8. 74 billion previous- 
ly.) 

Mitsui attributed the decline to higher 
overall expenditures and provision for 
“doubtful receivables,” presumably its 
long-delayed ‘petrochemical project in 
Iran. The company said exports nudged 
up by 0.576 during the period to Y 1.56 
trillion, while imports rose 13:196 to 
* 1.75 trillion. Domestic transactions re- 
mained almost static. Earnings per share 
were 534.69 (38.96 previously). The 
company forecast consolidated net pro- 
fits of Y 10 billion (€ 18.26 billion j previ- 
ously) for the year ending Mar. 31, and 
sales of ¥ 16 trillion (Y 14.93 trillion pre- 
viously). — A CORRESPONDENT 


KLK takes a knock 


Weak rubber prices and poor contribu- 
tions from overseas subsidiaries meant a 
sharp fall їп earnings for Kuala Lumpur- 
Kepong (KLK), Malaysia's fourth- 
largest plantations group. Preliminary 
figures for the 12 months ended Sept. 30, 
1982, show post-tax profits at the KLK 
“group, which is ‘controlled: by. Tan Sri 
Lee Loy Seng, down 

















-tor. The company has made a M$6 





795 ‘at M$32.2 













they should merge, they shot 

ports (none of them exports a 

and they should not produce cars 

1,300-1,500cc.. range (more than ha 

their production is in this fuel-efficie 

range). | 
Chao is keen to rationales Tai 



















| industry. A 6%75% import duty on bu 


low; Turnov, 
million as t 
makes up.a 


the end of the 1980-81 accounting регі 
to just M$1.97 a year later, Rubb pr 
duction, too; ТеН 6.6% to 15,867 tonnes 
though: output of oil-palm fresh 
bunches was 18.9% higher at 437,9§ 
tonnes, according {о figures supplie 
earlier to the Kuala Lumpur Stock Ex 
change: The group gave no details of the 
performance of its overseas affiliates 
which include sheep and wheat farms i 
Australia. and an ‘investment-holdi 
company based in Britain. The boar 
commended a final dividend of 7 
gross. on every M$1 share, giving а 
Here total payout ‘for the ye 
12.5%. 
Despite the continued downtus 
world ‘commodity markets, recen 
quisitions by KLK seem to reflect 1 
term confidence in the plantations s 
























million offer for the 69.7% of Batu Lin- 
tang Rubber Co. which it does ftot:al: 
ready own, and is also paying M$5 
million to boost its stake in Highland: 
and Lowlands from 19.5% to 26:2% 
Batu Lintang has 5,300 ha. of rubber and 
oil palm, and Highlands and Lowlands 
owns 28,200 ha. KLK’s existing planted 
area of 34,500 ha. is exceeded only by 
Sime Darby, Guthrié- a d Hare 
Malaysian Plantations. ' 5 





ight trucks), the average model has a 
pr uction run of only 7,000 units. The 
companies argue, with some merit, that 
the small domestic market requires high 
protective barriers, and prevents the man- |: 
acturers from saising local. content of the |. t 
rs (there i$ a 7076 local-content regula- | 


























The project’s biggest risk of all does not TV d 
come from home, but from abroad, From 
ay's vantage point, the.export target of 
50,000 cars a year looks wildly optimistic. 
According to press reports, the, anti- 
cipated breakdown of export. markets is 
Southeast Asia 40%, the US 
Japan 30%. There are serious баггі 
ch. of these markets.. For exar 
Hongkong and Singapore are the only two 
countries in Southeast Asia which permit 
прогіѕ of built-up cars, and the combined 
















ill mark the largest fore 
: ment fot Toyota, which has 27 car-assem- 
bly and. manufacturing facilities overseas; 
it will also be the motor giant's first ex- 






yments. Lenders who 
are also .— erforce —— effectively 
shareholders in .CLor its subsidiaries тау 
also have. been. "unhappy. that. Holdings 
would acquire shares which would have 
preference. оуег Шеіг own. The main de- 
terioration seems to relate to Marine. 
CI's 65%. stake can пом be regarded as 
worth a fraction of the HK$661 million at- 
| tributed to it in the (written down) ba- 
lance-sheet for end-October produced by 
Wardley for Carrian. creditors: With 
Marine now having its own debt problems 
апда growing fleet of bulk carriers — sev- 
eral. of. which lack. charters — Carrian 
might now. be lucky to find anyone willing 
to pay as much as HK$100, million. Marine 
is in effect up for sale, as is fellow quoted 
subsidiary China Underwriters. "Again, 
CT's.57?6 stake in China Underwriters is 
probably now worth very much less than 
the HK$236 million book value. Although 
-China Underwriters’ insurance business is 
'sound, its book value has been inflated by 
property deals, at least one of which may 
have-gone sour. Indeed, another area. of 
doubt hangs over some of the group's re- 
ceivables from property trades: ~~ 


‹ ingkong: The chances of eanaval of | 
rrian Investments (CI) have retreated 
ith the abandonment of a HK$500 mil- 

(US$77.1 million) preference share. 
j » | any, though all is 


lo: E 
orthcoming. as part of another rescue 
eto. be. negotiated; among crer 


; eanwhile, the shares of CI and. its 
quoted subsidiaries, Grand Marine and 
China Underwriters, have at last been sus- 
pended pending a decision on a new pack- 
саре. What matters is not so much the size 
f an injection. but an agreement on re- 
scheduling which, in practice, would have 
to be acceptable to creditors. of parent 
ian Holdings as well as of the quoted 
vehicle. The chances of lenders taking a. 
generous view of СІ have not been en- 
ced by an announcement that Marine, 
shipping subsidiary whose situation 
had been largely left out of earlier calcula-. 
ions of CI's cash-flow problems, has itself 
w been placed. m the. rescheduling Я 


specitic reasons were given for the. 
onment of the preference. share 


E place of the preference issue, the 
Hongkong Bank has promised to inject 
HK$250 million into Chas part of. a new 
rescue package but on а secured. basis. 
What is not.clear.is how much .of the 
| group's assets-are not yet encumbered. 
Already, those with more than adequate 


anking Corp. The main a n seems: to 
5 i is now seen to 
be significantly worse than it was back in | 
“October last year so that a prospectus 
< gould not reasonably. be put together with 
any assurance that ould Dd able. to. 





ái 
| in car production. I 















security have been. asked to surrender- 


h $, but concluded the 
1 Taiwan and abroad was 


cording to one source, Ford tactfully 
shelved the plan after reaching a more ac- 
commddating agreement with the car- 
workers’ union in Detroit. 

Plans to ship cars back to Japan may be 


l the most far fetched of all. Theoretically, 


aiwan, the island could 
oy а comparative advantage 
try analysts put 
the labour costs in local car factories at 
30-40% of Japan's (though unit labour 
costs are more like 60-70% of Japan’s be- 
cause of higher productivity levels in that 
coufitry). But regardless of the price and 
quality, there remains the basic question 
of whether Japan’s notoriously particular 
consumers would buy “made-in-Taiwan” 
Toyotas. | | 



















































some security to those less well endowed, 
The further HK$250 million promised 


by the still anonymous. Carrian Nominee _ 


— which controls Holdings — will not all 
go into CI. Part would go to Holdings it- 
self, whose finances appear to be in even 
worse shape than СЕ. There isa paradox 
here which neatly sums up the complexity 
of the mess. If Nominee actually has any 
ота, of Holdings 





place it is pumped ina dHoldings to pay off 
some of its:debts.. This would suit unsec- 


. ured lenders to. Holdings. 


On the other hand, most. lenders to 
Holdings have a greater interest in seeing 
the survival of CI than the creditors of CÍ 
itself. Most lenders to Cl are. secured — 
not of course always adequately — against 
properties and shares in subsidiaries and 
associates. Most. could. wear a wind-up 
with. relative equanimity. But most 
lenders to Holdings are secured against 
shares in CI which might be worthless if - 
the company went under. 

Itis believed that some money has been 
trickling into Holdings from Nominee to 
pay interest. It is.still not known, how- 
ever, whether Nominee has cash but is 
chary. of. committing it, for example 
through an equity injection or whether 
any, major new-support would in effect be 
financed by an. anonymous lender who 
would demand the security of an overall 
dtd package deal before putting up the 
cas % 

Мо. опе seems to know the .answer to 
that, question, apart perhaps from the 
Hongkong: Bank. or. Bank. Bumiputra, 
whose subsidiary Bumiputra Malaysia Fi- 
nance is a major lender to Carrian, Malay- 
sian Finance Minister. Tunku. Razalei 
Hamzah. was in Hon. 
cember... for. ns. 
Bumiputra's Hongkong loan problems — 
which include Investments as well as 
Carrian. . 


































second y: banking 
(for. the moment) 















crisis has тесей 
leaving:five co 







positors too, | 
tional, for whom th 







the biggest (and? 
positors); has 
voked. This: 






















: have public deposi 
of comfort which Соп 
Banking and Deposit-Taking Com- 
panies Colin Martin can offer them is 
2 have the right to petition the 
or a wifiding-up — in other 
~ Words, sauve qui peut. Some (corporate) 

depositors have “already filed writs 
rio of HKDG, Tetra’ 





s now had its shares aa nes 

g shareholders as well as depositors ef- 

fectively locked into both companies. 
Suspension of the four DTCs' registra- 
tion gives them à "short" but undefined 
period to restock their liquid assets, 
which did not meet the legal minimum as 
at-the end of November. In the mean- 
time, they can no longer take deposits 
from the public though they can hold: 
existing deposits until maturity. 

The prospects.of their coming up with 
fresh (non-public) deposits in time to | 
prevent revocation of registration is 
clearly not all that good considering that 
all four were given a grace period of 
about two weeks after the commissioner 
received November liquidity statistics in 
mid-December. Shroff learned that a 
number of other (non bank-owned) | 
DTCs also showed up as legally illiquid: 
in the returns, but they were able tores 

_ stock their liquidity in the money mar- 
kets — largely through loans fron 

> foreign banks — in time to avoid suspen: 
«sion, The onus for bailing out the sus- 
pended four now presumably falls on 
their shareholders via a capitali injection, 
| and not even the presence of wealthy іп- | 
dividuals like Prince Abdul Aziz bin Sal- 
al-Saud, a bona-fide member of me 





















| will be forthcoming. 


performing assets such as property in- 


| tin admits; could bring another batch of 


| on the asset side. Its responsibility to 


if itis sidestepped. 


companies, First Pacific Holdings (FPH) 
' all conducted with a transparency which 
. and industrial concern, Hagemeyer N. 


‚М. — annual turnover nearly G2 billion 
.(US$766 million) — which will almost 


„Hagemeyer, as they did for the just com- 
pleted transaction to acquire control of 


discount (maybe around 10% to pur- 


acquisitions. Nothing new in that, but 


Saudi royal family, on the board of 
HKDG, can guarantee that such support 






in the worlds ‘who 
than 200 of them 
godmother to Asi 
had good ide 
them into practice. 1 
pore girl called “Picare 
"Pica for short and Private | 
Co. for Asia in full), to besto 
upon businessnien on their behal 
Little Pica set about her task 
will, investing money in stru 
businesses in no-fewer thân 
countries ++ “Building up a 
vento baa tlc situations" 


"The basic problem is not. just one of il- 
liquidity: but of devalued and often non- 


vestments: There is a limit to how Tong 
the authorities сап go on twisting banks’ 
arms to support ailing DTCs while they 
wait and hope for a recovery in assets”: 
values; Statistics for December, as Mar- 

























liquidity delinquents. Shroff does not re- 
treat, meanwhile, from the position that 
the government gave public credibility 
to the affected DTCs by sanctioning and 
supervising them (in terms of technical 
ratios rather than asset quality) and then: 
contributed significantly to their difficul- 
ties by limiting their access to public de- 
posits just when the strain was showing: 




























she didn't have all that much пи 
invest and at the age of 13 hé 
equity portfolio stood аг 
US$30 million. Her "ugly siste: 
bankers with Бопе of doll 
(but not invest long-term) — could 
ford'to treat Pica with derision: 
Another problem for Pica ws tha 
some of her patrons were really ugly si 
ters disguised as godmothers. They too j 
‚ were banks and they didn't want Picz 





















public depositors cannot be denied even 


e SHROFF: has remarked that the In- 
donesian Chinese Liem family's First 
Pacific group is one to watch. Those who 
have watched the two Hongkong-quoted 





and First. Pacific Finance (FPF), will 
since have witnessed a complex array of 
rights and scrip issues. and acquisitions 









makes. Carrian's owners (also sup- 
posedly wealthy Chinese) look like the 
powers of darkness. Now the First 
Pacific group has gone a step further by 
reaching preliminary agreement to ac- | 
quire a 51% ‘interest in a Dutch trading 






Ont, which M needed to Чо to kee he 











gled manfully (or womanfully) on, by 
the.end of 1981 her total investment ^ 
portfolio (including loans) stood at a. 
modest US$77:4-million-and- her own 
capital at just under US$50 million: 
Enter a set of rich uncles, this time 
fewer than 139 Asean banks who felt i 
was a bit demeaning to be patronise 
Western institutions. Their. offspri 
didn’t have such a pretty name as Pica 
he was just called AFC (short for Asean 
‚ Finance Corp.). AFC was given US$30 
million right away to set about beefing | 
up Asean business. : 
:, But two years later, AFC was looking 
like a lazy lad. He hadn't actually made 
any investments — һе said only that; 
some were “in the pipeline" — and he - 
was living quite handsomely off his eri- 
dowment interest. Not that the little rich: 
boy was altogether to blame — again, his 
uncles didn't want him to compete too 
hard with themselves, and they debated 
endlessly (almost metaphysically) ove 
how to define the Asean "joint ver: 
tures" he should confine himself to. 
There áre two morals to this sad tà 
First: little ventured, little" gai 
especially in capitalism. Secondly: 
consortium principle works better 
principle than in prosce. 






















certainly be injected into a new Hong- 
kong-quoted -holding company, First 
Pacific Enterprises, along with other in- 
dustrial assets which could in time in- 
clude some of the Liem family's Indone- 
sian operations. 

The Liem investors will pay cash for 





































Hibernia Bank in California, then inject 
the stake into the public company at a 


Chase price) to attract public support for 
the shares, which in turn would then be- 
соте useful currency to finance future 


the openness of all the transactions is re- 
freshing for ‘Hongkong. Once Hibernia - 
has been injected into FPH, and FPF has 
likewise been fully consolidated with the 
| (financial) holding company, and the im- 
pact on earnings and assets of both com- 
panies becomes clear, the Liem family's 
reward for going public in all senses of 
the term could be solid investor support. 








| roppe 
jüse of profit aking. Heavy. indus- 


` | | trials, heavy electricals and consumer- 
н abandoning : an earlier plan for a:prefer- | electronics blue chips featured, as they did 
up in a period: again affected je hol | ence share issu ead sch eforex- | throughout last. year. Foreign buying, 
days and low turnover. Although there is | tending more it to the urved |. especially by United States pension funds, 
group is being drawn up subject | spurred the market during the past two 
brighter year ahead, Toky o remains the | to the approval of cregitors. é market | months of 1982, and this.is expected to 
only centre where the bulls are: dominant. reacted unfavourably: to the news; wi continue. 
Uncertainty is a continuing feature of | the irtdex shedding 17.86 points on Jan. 3. B Ik k 
- other markets. Manila was the-strongest Я ensi > | DONGKO 
performer on the back of firmer gold and 
copper prices. The Seoul and New Zea- period with a whimper and little interest 
land markets were closed. during the was shown on the tradirig floor. Prices for 
period. | | with its. price § rating violently... the most part moved within narrow limits. 
Кр further listless ng a 'with | Honours were equally shared: between 
i di i gainers and losers. Banks finished the year 
on a slightly firmer note whereas cements 
weakened. Average daily turnover was 
lower at Baht 10.7 million (US$465 2T). 
The Book Club Index, lost 0.11 of.a point 
to close at 108.85. . 


| Sirigapore- 


Buoyed up by Wall Stre reet" % süehgthi inthe 

























The market closed the three-session 









Stocks began the full five-day tráding arket, 
riod stronger but fell back again on re- \ as a Sign that 
wed worries about the fate of the Car- Investors may 
tian group. The Hang Seng Index closed | well be E to bity at current depressed 
n Jan. 3 at 765.96, up just 1.31 points for. prices, but are nervous about: doing:so 
period after having stood at 780.90 on | when further bad wson the local COED 
ec. 9. What set sentiment back was the is | 
suspension of trading in Carrian Invest- 


















ments and its publicly quofed subsidiaries res , the market closed 
hina Underwriters апа Grand. Marine | In a period with jüst one day’ s Савар the ng Prime Minister 
Holdings, the shipping company. This fol- | Nikkei-Dow Jones | Average closed at | Lee Kuan Yew’s stern New Year message 


lowed a €arrian statement that it was | 8 A016. 67, ipi, 6 рада. The index opened | warning of bleak times ahead because of 


Y 


the fragile state of the World. economy and 
_ the threat to Singapore's economy posed 
Ву mounting - protectionism. Fraser's In- 
3107 Index closed оп Jan. 


5%. 55 (US$4. PN 
Bank at $$3.74, 


gain not 3 respondiag 
to a surge on Wall is e 
trial Index closed a fractional 0.09 of a 
point down at 2,529.38. With. investors 
ever more cauti taying away 
during the holida , turnover dip- 
ped 2.5 million 9 million in 


predictably; domir ant a among the volume 
ply fiancials and 











rubbers madé ny headw 
among finance counte: 


eight to one, 


in 
put ona useful 60 M cents (26 US on to 
MSS. Sa the iridustrial id le 


siderably recet ti some buying interest 
may be attracted to the industrial end of 
the market. But evel'of consumer 
spending will keep profits under pressure 
and limit any upside potential for the first- 
quarter of 1983 at least. 


Manila 


Prices. rose in brisk trading. The two 
bourses moved 393.9 million shares worth | 
P12.4 million (US$1.4 million), marking 
a relatively high daily average in volume’ 
and value іп а: period confined to three | 
trading days. Up to 30.57 points were 
added to the Manila Mining Index, while 
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etückbrokecagé firm (On 

a court order issued against another 
ready closed broking fi 

Securities). 


Taipei 


The average weighted price адек gi 
two. points. to close at 440 r 
period shortened by three holida 
average volume traded was up by 1 
NT$413 million (US$10.3 million). T 
major stimulus was a 0.75 percent 


point cut in bak lending rates. Керо! 


that the American economy is expected to 
recover during 1983 also күнө їп- 
vestors. | 















_alsò been supplied with a set of vital statistics compiled 
against а. master questionnaire provided by Yearbook 
experts. - 


Asia houses over half of mankind, deus E events are ü 
‘happening here that not only shape Asia's future butaf- .... 
- fect the entire world. Asia 1983 Yearbook covers these. 
events, compiles analyses: and interprets them. No 
businessman can afford to ignore them. Nor can any 


cutive or scholar or anyone who has dealings with | 
sia. Decide for yourself pneter any other single . Published Бу the Far Eastern ГА Review, the 


Asia at your fingertipssas does the Ada Yearbook. . | every year. Every week, every year, the REVIEW'S cor- 
|. respondents provide on-the-spot reports from every 


t major Asian capital. From Islamabad to Tokyo, Peking ^ 
Now In IS 24th Edition : to Canberra. And virtually every area of interest . 
The. Asia 1983 Yearbook, celebrating its 24th anniver- .throughout Asia. This leading team of writers, analysts, - 
sary, is bigger and more comprehensive than ever be- experts and research staff contribute (as they have reg- . 

M іа pace of Asian development, we. — . ularly or ee ep the Asia MASQUE pennant th 
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Ном We Did It 









with deeper insight, to prg- . ` 
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5$16.95/£9.95/5/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/5/M$45.50 


The Asia 1983 Yearbook includes two new chapters ir in For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 


the Special: Section, namely ASEAN and Fishing. You 


will find fami iar mu and features ав well: a Re- UEM кини кина пани энин UB RUNE ийин ирина илин киши кина MN UM анон ийне 
i бл, 









To: Publication Division, 


nance, Asian ideae Een. Commodities, Avia- Sou RM 
tion, Shipping, Trade. & Aid, West Asia, Islam, South . Hongkong 






ific and Asian Organisations.. | 
he-main, body of the book contains chapters on 327 
untries. Each is divided into 3 sections: political and 
cial, foreign relations, economy and infrastructure 
nging from Afghanistan through China, to Korea and - 
Japan, down through the Philippines to Australia and .. 
New Zealand, ánd then back to Pakistah-v via-india, i 

donesia, gir i and Malaysia. : i 


: ; Please rush me copy/copies of.the Asia 1983 Yearbook as 
indicated. | enclose a cheque/postal ordertor 
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T Hat family is on the move, at 
home and abroad. Mrs Han (not her 
real name), a university professor, re- 
turned home from а six-week lecture 
tour of Australia with only enough time 
at home to make last-minute prepara- 
tions to lead an international group of 
colleagués through cities in her own 
country. 

Soon after that task was completed, 
Mrs Han again returned home just in 
time to say goodbye to her husband — 
also a university professor — who was 
off to San Francisco for an international 
conference. From San Francisco, Han 
visited hig son and daughter in Lincoln, 
Nebraska, where the two are studying 
architecture at university. From *there 
the professor flew to New York to see a 
brother; then he was off again — this 
time to Boston, to spend a few days with a 
friend before heading home. Mrs Han 
was not far behind. She had arranged a 
semester's study and lecturing at the uni- 
versity her children attend. 

For some Overseas Chinese profes- 
sionals in today's fast-feveloping Asia, 


ae у 


cocker spaniel, a task which was closely 
supervised by the era’s radicals who 
viewed pet ownership as a wasteful 
hobby of the rich. 

Also considered wasteful at that time 
was the use of space in their home — a 
two-storey house in a section of Shang- 
hai that once would have been labelled 
middlé class. They at'first were allowed 
to remain in the house, which had been 
inherited from Mrs Han’s parents, but 
they were restricted to about half of the 
second floor. The rest of the house was 
used to quarter three other families. 
Two smaller buildings on the property 
were also used to house families. The 
oak floors of the main house were torn 
up to provide new flooring for these 
structures. More families moved into 
two single-storey brick structures built in 
the garden. 

The Hans’ stay in their shared home 
was short. In 1970, after their university 
was closed by the authorities, the family 
was sent to an experimental farm in 
Anhui province to work as peasants. Mrs 


‘Han worked in the fields at first, but 


Art students in class: a better deal for the intellectuals. 


the Hans’ globe-trotting is not uncom- 
mon. But the Hans are not Overseas 
Chinese. They are from Shanghai, and 
for them this new freedom of travel is un- 
usual indeed. 

Not so many years ago, during China’s 
Cultural Revolution, the Hans were vic- 
tims of a government policy to destroy a 
generation of professionals who, like the 
Hans, had been educated in Chinese and 
foreign universities at home, or in uni- 
versities abroad. Now, the Hans and 
their peers are beneficiaries of a new of- 
ficial programme to rehabilitate the 
country's intellectuals. 

As Mrs Han put it, with some under- 
statement, times have not been so good 
for China's intelligentsia since 1949, 
when the communists won control of the 
country. Times became very hard for the 
Hans as the Cultural Revolution picked 
up momentum in the latter half of the 
1960s. First, they were told to kill their 


later worked as a cook. Her husband 
also did fieldwork, though he was 
soon called back to Shanghai by the au- 
thorities to serve as a consultant on a 
new project. 


rs Han and the children stayed in 

Anhui more than three years. The 
children's education was largely left in 
their parents' hands. During their free 
time, the children studied art and music, 
and Mrs Han says her son has become an 
accomplished artist and calligrapher. 
Her daughter is doing well at the piano, 
she says. 

In mid-1974, the children and their 
mother were permitted to return to 
Shanghai where they joined Han. They 
were permitted to move back into that 
part of the second floor of their home al- 
located to them earlier. Later, the uni- 
versity where they had worked re- 
opened and the two returned to teach- 
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ing. Mrs Han also began work for the 
Shanghai municipality. “The worst thing 
about the Cultural Revolution [for us] 
was the 10 years lost in ourcareers," Mrs 
Han said. 

On November 30 last year, Premier 
Zhao Ziyang told the National People's 
Congress meeting in Peking that intel- 
lectuals would receive wage increases, 
inclfding hefty raises for middle-aged 
professionals like the Hans. Zhao's an- 
nouncement was the latest in a series of 
measures, implemented over the past 
three years, designed to redress the suf- 
ferings of the country's intelligentsia 
during the Cultural Revolution and en- 
courage them to contribute their skills to 
China's modernisation programme. 

Among the other moves in this direc- 
tion was the restoration of property con- 
fiscated from. intellectuals during the 
Cultural Revolution, and the Hans are 
also benefiting from this measure. Mrs 
Han said the government has already re- 
turned the entire second floor of the an- 
cestral home to the family, and will re- 
store the rest of the house and its sur- 
rounding garden to them as soon as al- 
ternative living arrangements can be 
made for the families still living with the 
Hans. The government has even as- 
signed an official to the task of restoring 
the property. 

But not everything the Hans lost will 
be returned. They said that none of the 
family’s antiques or other valuables 
would be returned because they could 
not be located. Instead, the government 
planned to compensate the family for 
their losses in cash. Mrs Han noted that 
the government had assigned an official 
to ensure that the property was returned 
to them or that just compensation was 
made: She said other professionals who 
lived in her neighbourhood were receiv- 
ing similar treatment. 

At the moment, the family’s prospects 
and those of other Chinese professionals 
look good. But in the background there 
lingers the fear that the winds of change 
could take a turn for the worse. In 
China's southern Guangdong province, 
officials recently felt compelled to spell 
out in detail the government's policy to- 
wards intellectuals in order to *. . . help 
clear out the remnant leftist influence 
which has blocked improvements to in- 
tellectuals’ lives and work." 

There exists throughout the country 
resistance fo the restoration of privilege 
to the country's professionals, and it is 
by no means certain who ultimately will 
win this important political struggle. 

— ASHLEY WRIGHT 
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After Marcos, what? 


It really does not matter whether Philip- 
pine President Ferdinand Marcos has a 
clutch of fake war medals as We Forum 
magazine may have asserted [REVIEW, 
Dec. 17, '82]. The more significant aspect 
of the closure of We Forum is that in what 
is supposed to be a post-martial law socie- 
ty, Marcos can — and does — close down 
newspapers and detain journalists. 

Yet, the loss of freedom of expression is 
only one of the institutional costs of Mar- 
cos' rule. There is also the emasculation of 
what were once independent constitu- 
tional bodies: the Commission on Elec- 
tions; the judiciary; the Commissión on 
Audit, and the legislature. None of these 
bodies today functions on the constitu- 
tional concept of agencies that check and 
balance executive power. Long before it 
was tarnished by the bar-examination 
scandals, the Supreme Court could not 
schedule, for over two years, a hearing on 
the habeas corpus petition of Jose 
Diokno. 

But the institutional loss foremost in the 
minds of Filipinos is the principle of suc- 
cession. It underscores the threat of insta- 


Marcos: lessons of history 


bility. Until the 1935 constitution was re- 
written in 1972-73, under conditions of 
martial law with its attendant arrests and 
censorship, the line of succession in the 
Philippines was clearly defined. 

Historical experience has also shown 
that this constitutional procedure ensured 
peaceful transfer of power. When Manuel 
Roxas suffered a heart attack as president, 
the vice-president, Elpidio Quirino, as- 
sumed office as a matter of course. When 
Ramon Magsaysay died in an air crash on 
Mt Mannungal, his vice-president, Carlos 
Garcia, was in Australia on an official 
visit. But he assumed the presidency, 
again as a matter of course. 

When Marcos goes, as all mortals must, 
what then? The Philippines will have on its 
hands, as part of Marcos' bitter legacy, : 
constitutional vacuum that inevi 
vites a power struggle. This is inevitable 
because Marcos has ignored the lessons of 
history. He had the provision on presiden- 
tial succession excised from his 1973 con- 
stitution. Since then, he has produced а 
bewildering series of ad hoc measures to 
fill this gap. These ranged from a secret 
decree to an executive committee, packed 
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Alitalia is more fashionable 
han ever 


Alitalia Boutique. Beginning January 1st, you can shop for 
High Fashion in the sky. Because our Alitalia Boutique will be 
featuring the most prestigious names around: Battistoni, Ferragamo, 
Gianni Versace, Trussardi, Valentino. These are names that are 
found in the most exclusive shops in Rome, Paris, London, 
New York, Tokyo... 

Names that have taken the words "made in Italy’ and made them 
synonymous with elegance. We're offering а beautiful selection 
of their accessories at special prices for all of our intercontinental 
and international passengers. Alitalia 


Boutique. Think of it as High Fashion A | H | H 
at thousands feet of altitude. 4 I ta la 


іреп its own. population 
agains Chinese overtures and cut its 


: Hongkong-based entrepot trade with 
| China. It might also bolster its garrison 


with ex-Hongkong money and argue for 
additional Améfican arms. 


Thus, by inappropriately altering 


Hongkong, China might actually play into 


iwan’s Кааф. 


eal | 'BELONGER*- 


^ Behindthetimes? ^ : 


¿join hands with the government for the | lal 


good of the Thai people and Thailand asa 
whóle. — . 

_ Media publicity glorifying such events 
as à government victory and a guerilla sur- 
“render could actually discourage guerillas 
who are still in the jungle from rejoining 
society. 
Manila 


China and Hongkong 
‘ Despite China's re- 
K peated statements 
і | of its intention to 
P m convert. Hongkong 
: N шш into a Chinese spe- 
BW cial administrative 

zone, 


JIMMY SHAW 


and familiar political climate. Their faith, 
and thereby Hongkong's prosperity, can 
be built only upon long-term actual ex- 
“perience. It cannot be coaxed by China's 


non-interference pronouncements alone. . 


‘How can people believe that China would 
abstain. from arbitrarily. controlling. a 
Hongkong under its sovereignty? This ab- 
ence «of confidence -is ‘factually de- 


strated by the recent precipitous de- 
іп the local stock and property mar- | 


kets as China's repatriation plans became 
тоге apparent. 
~ Indeed, to maintain its present prosper- 


ity, Hongkong must be able to retain its 


Own present international characteristics 
-and unique local environment. If this fails, 
even neighbouring special economic 
zones will. suffer; 
businessmen invest in China merely as a 
form of tribute. 
- Given this scenario, Taiwan might be 
the main ben ciary. It has already been 
i gkong's capital and, 
kong's nosedi 





р Hongkong | 
people and foreign investors need a stable ` 


many Hongkong 





If. Mike Tharp’s overview FOCUS, 
Review, Dec. 3, '82] had been written 20 
years‘ago it might have been regarded as 
ahead of its time. It hàs a dated quality 
now. He reports that Ardath W. Burke's 


new book Japan: Profile of a Post-indus- 
|. trial Power “claims that the majority-of | 
the Japanese labour force is now Е: 


in the tertiary or service sector,” 
had the quality of a revelation. m 
I would be hard pressed to identif 


‘Western nation which did not 


verwhelming majority of people їп se: 
ce employment. This кш i 


struction, then кн nations have been ` 


“post-industrial” for many years— among 
them the United States, Britain, Australia 


and Japan; Ву 1975 Japan had 52.3% of its. | | 


labour force in services, industry had 
33.876 and agriculture had an artificially 


| high figure of 13%. 


Canberra. BARRY 0. JONES 


Shadow Minister for Science and Technology. 


Round trips to Singapore 


Given that improvident and incompetent 


lending policies by major international | 


‘banks: are a primary cause of the present 
economic malaise, I was surprised by the 


critical tone-of Anthony Rowley's report, ’ 


The round-trip wire. [REviEw, Dec. 24, 
'82]. Whether or not the Monetary Au- 
thority of Singapore's action protects local 
banks, and reduces the internationalisa- 
tion of the Singapore dollar is irrelevant. 
The fact remains that its action protects 


depositors. The banks involved should be 


happy they got.off so lightly, rather than 


:-belly-ache becatise it is forcing them to act 


responsibly. 


Singapore. L. D. GLENN 


@ Anthony Rowley replies: а fair argu- 


ment. However, the failure of the. Mone- 
“tary Authority of Singapore to respond to | 


repeated inquiries by the REVIEW about 
the. precise nature: and extent of "round- 
tripping” makes it difficult to determine 


the validity of accusations against banks . 
concerned, and whether such draconian 
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Since the incorporation of Arab Asian Bank e.c., we have 
. consistently applied our expertise 10 the development of trade. 
financing and project related contracting support facilities, ` 
both in Asia and to Asian affiliations in the Arab World, 
particularly in the Kingdom of Saudi Arabia: ` 

As of today, 56% of Arab Asian Bank's risk asset portfolio 
is tied to these two target sectors of banking services. In 
geographical terms, Arab Asian Bank has a. well diversified 
risk asset portfolio of which 33% is in Asia alone. This together 
with our Group affiliated bank in Malaysia (Arab Malaysian 
Development Bank Bhd. with total assets of over US$500 
million), brings to our banking Group the largest concentration 


of banking assets of any Arab bank in Asia. Я 
їз ас ment is the result of long term planning, 


„foresight and imaginative corporate banking since our Group 


became instrumental in founding (1975) the Arab Malaysian 
Development Bank, in Kuala Lumpur, and the subséquent 


institution, namely Arab Asian Bank e.c: in Bahrain. Our 


bank's subsidiary, Arab Asian International Limited, Hong 
Kong was formed in 1981. This covers banking activities mainly 
in the region of North Asia, China; Japan, Asean and | 


7 Australia — New Zealand, Todate; our Group has managed 
| syndications and private placement of loans, securities and 


guarantees of up to US$4 billion. 


We are the Arab banque d'affaires with roots in Asia. 


Arab Asian Banke.c. - 


Diplomat Tower PO Box 5619; Bahrain. Tel: 
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t battle over the нише of Hongkong has 


on, 


won. But it was not an argu- 


and Britain. The victory | doe 


1 on the one hand, by China's 
gman Deng Xiaoping over those opposed 


| within the Peking administration and, on. 


r, by British Foreign Office officials | 
ivice is now more acceptable to Prime 
ister Margaret Thatcher. 
ies looks at the prospects in the light of | 


Editor 


these new developments. Peking correspon- 


dent David Bonavia fills in the background to. |. 
; kong correspondent Mary Lee profiles a _ 
oup and talks to ex-Shanghai businessmen |: 
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Thailand cracks down again oni A 
overlord Khun Sa, and | ainiin 
Pakistan tries tribal methods to | jone 


be undermined if oil prices takea 
-| tumble later this year. Meanwhile, | 
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. Sort out its drug problem. 
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Despite growing opposition, New. 
‘+ Zealand Prime Minister. Robert | 


Muldoon says he is not quitting. 
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Indonesia continues to 
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his year the MIFF will be ex- 


roversial festival (page 48). 













e 10 days of films will earn 


million), but, as the opening 
night approached, MIFF or- 










to raise about’ P14 million 
needed to finance the opera- 
and provide free transport 
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pected to earn its keep. A sag- |^ 
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melda Marcos, wife of Presi- 
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‘Thai army chief suggests 





600 expectqgl guests. Any pro- 
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raising ceremony in front 


and Papua: New | 


: The: fighting. шыш at the | : me 


village of Yeang Dangkum, 


kms from the That | ti 


ear the Thai town of. 
Guerillas of 
Son Sann's 


д сла (KPNLE)' had 1 
captured the village, used pre- | te 
idi viously by the Vietnamese i 


mortar base, abou 


„said that four of their men were 


killed during the battle but that 
the .. Vietnamese suffered 
heavier casualties. 

— RODNEY TASKER 








al revision 


-In a surprise move, Thai army 


commander-in-chief Gen. Ar- 
thit Kamlang-ek has suggested 


that. political parties should 


ush for an extraordinary par- 
ary session to amend 


the constitution. This, he indi- . 


cated, would result in a quid 
pro quo и between 
he.’ appointed senate and 
elected MPs — with an exten- 
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s in . Cambodia. 
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рап interview published by t 
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favours individual politicians 
and smaller parties, rather than 
voting by province for blocks of 
candidates under party slates. 
Arthit’s appeal appeared, in 
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t fied-railway sys- 


oil pipeline 


¢ Planning Board's 
readjustment of these invest: 
ment projects was required, of- 
ficial$ said, in view of South: 
's. mounting. external 
debt." Owing US$36 billion 
(more than half its gross na- 












the world's fourth-largest debt- 
or. By postponing these pro- 
jects, the government hopes to 
save half’ Из US$10 billion 
foreign-exchange requirement 




















for the whole к. 
у SHIM JAE HOON 
Manila's ‹ er subsidy 


loan . 


Extension of the Philippine 


scheme (REVIEW, July 23, '82) 
is hinging on a US$125 million 
loan from Japan, according to 
Prime Minister Cesar. Virata. 
The loan would be used to 





31 der year. The sub- 


sidy scheme guaranteed 75 US | 
¿cents а Ib for the metal, taking 
| the loss or profit depending on 





world prices. Copper prices, 










but have recently crept over 
the 70-cent mark. 


Many ‘factories ^in China's 
Guangdong ^ province. have 
been working a four-day week 


Chen Gang, deputy director of 
the Guangdong Provincial: 
Electricity Bureau, told Hong- 





kong's leftwing dail y Wen: Wei. 





“produced electricity, are 


‘of electricity to Hongkong. 


uciear 


power 
: ome 30 kms 


|. year will have 
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‘cluding the clai 
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as part of a bid to promote sales. — 
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“Hongkong firm cuts 


commercial rents 

A Hongkong firm, Wing On 
Property Management, has 
voluntarily. reduced. rents. of 
some 30 of its commercial ten- 
ants by 10-15%. The once- 
booming Hongkong property 
market has been badly depre- 
ssed for the past few months 
because of the general reces- 


^ sion and anxieties about. the 


territory's future after the 1997 
expiry of the lease on the New 
"Territories. But most landlords 
have been sitting оп empty 
property rather than letting it 
at reduced rents, 

— DAVID BONAVIA 


Thailand seeks investors 
for petrochemicals plant 


Despite the industry’ 's deepen- 
ing ills elsewhere in Asia, Thai- 
land appears set to push ahead 
with a Baht 20 billion (US$869 
million). petrochemicals сот- 
plex targeted for commission- 
Ang in. 1987. On January 7, the 


| government formally issued а 


prospectus inviting private in- 
vestors, both local and foreign, 


to submit ргороѕаіѕ ^ for 
downstream projects Бу 
March. 






The downstream projects, 
which will be developed 'en- 
tirely by the private sector, in- 
clude a 70,000-tonnes-à-year- 
polypropylene. 

110, ,000-tonnes-a-y аге» 














| high- 






density polyethylene plant; a 


.100,000-tonnes-a-year — low- 
density polyethylene plant; an 
ng] 80,000-tonnes-a-year ' vinyl- 













| chloride monomer plant, and a 


-tonnes-a-year Seine 
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In the International Trade and Meeting Centre we can 
provide you with assistance thanks to the advanced 
technologies of its Computer Centre and of the 
structures connected thereto that can be included 
among the most effective developments in informatic 

applied to the fair field: research of products and 

manufacturers present at the general April Fair and 

the 80 specialized exhibitions that take place in the ! 
Quarter throughout the year; information as to requests 
for and offers of agency opportunities; assistance in the 
fields of trade, customs, transportation, etc. 


We shall also give you the opportunity to m 
businessmen from all over the world and o 
delegations of other Countri 





Sanwa Bank is one of Japan's 
leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial _ 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
that speaks your language. 
Contact Sanwa Bank. 





Big enough А 
to see beyond profits 
to people 


Sanwa International Finance Limited 
1305-1308, Gloucester Tower, The Landmark, 11 Pedder Street, Hong Kong 
Tel.: 5-261351 Telex: 64836, 64837 SIFLX Cable: SANWAINTFN 


dy Sanwa Bank 


Tokyo, Osaka and 244 offices in Japan 
INTERNATIONAL BANKING GROUP: 1.1. Or 





hi 1 Chome, Chiyoda-ku, Tokyo 100 Telex: J22384 Tel.: (03)216-3111 

















Hong Kong Branch: Sanwa Building, 30/32 Connaught Road, Central, Hong Kong Tel.. 5.255081 Telex: 802-73423 

Singapore Branch: 17th Floor, Clifford Centre. 24 Raffles Place, Singapore 0104, Republic of Singapore Tal.: 92321 Telex 87-21669 
OVERSEAS NETWORK: Beijing, Kowloon . Causeway Mongkok, Seoul, Bangkok, Kuala Lumpur, Manila, Jakarta, Sydney 
London, Düsseidorf, Frankfurt, Bru s, Zurich, Madrid, Bahrain, New York, Chicago, Houston, Los Angeles, San Francisco, 
Oakland, Sacramento, San Jose, Mountain View, San Diego. Honolulu. Toronto, Panama, Mexico, $8о Paulo, Buenos Aires 
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AFGHANISTAN 

About 16 Soviet civilians were kidnapped in 
Mazar-i-Sharif; Balkh province, by guerillas, 
Western sources said (Jan. 11). 


CHINA 

A peasant from Gansu province was jailed 
for. spying for Taiwan; the. China Daily re- 
ported (Jan. 5). Premier Zhao Ziyang met of- 
ficials of the African National Congress of 
South Africa and the. Namibian guerilla 
movement in Zambia (Jan. 6). Deputy chief 
of staff of the armed forces Yang Yung died, 
aged 70 (Jan. 7). Zhao arrived in Zimbabwe 
< onan official visit (Jan. 9). 


ANDIA 

The ruling Congress party was defeated in 
Andhra Pradesh, Karnataka and Tripura 
state elections (Jan. 6). The conservative op- 
position called for the resignation of Prime 
Minister Indira Gandhi's government. Ele- 
ven people died and more than 100 were in- 


jured in clashes during the state election in | 


Andhra Pradesh, it was reported. A general. 
strike paralysed two districts of Assam, it 
was reported (Jan. 8)..N. T. Rama Rao of 
‘the Telugu Desam party was sworn in as the 


| watched the spectacle on colour TV 








House cost overruns at its own few 
headquarters. It was estimated when 
plans for the strikingly original, 41- 
storey building were announced in 
February 1981 that it would cost. . 
HK$1.38 billion (then worth 


| US$259.4 million). That was 


considerably higher than then 
current Hongkong construction,” 
prices, even allowing for a high net- 
to-gross floor ratio of the 1 тіШоп 
sq. ft structure. Recent estimates 
however suggest that by the time the 
edifice is completed in 1985, the 
total bill — including interior fittings 
— islikely to approach HK$6 ~ 
billion. 


THE VIDEO MIRAGE 
During the Asian Games in New 
Delhi last November, Indians: 


pon s 
political act 
said. The li 
to include 


|CHATITSFOREBODING 
Habib Chatti, secretary-general о! 
the Islamic Cenference, has 


instead of India's normal black-and- 
white system. To facilitate the 
import of colour sets — which would 
have been sold on the black market 
anyway. the Indian Government. 
lowered customs duties and the sets 


talks which would also involve 
Islamabad and Kabul. However, 
UN special envoy Diego Cordove 
is said to have set out a proposal 


colour TVs — after the Tanuary 5 
negotiations. - 


elections in three states. However, 





ernment ban on a political.convention (Jan 
6). : 


PHILIPPINES 

Defence Minister. Juan Ponce Enrile di 
rected the country’s top two military officia 
io draw up a list of priests, nuns and 
church workers suspected of anti-governmen 
activities (Jan. 6). The Defence Ministry $ 
that a nun who worked-for the Communist. 
Party of the. Philippines had surrendered and 
that her statements to the army. had led to th 
arrest of three other rebels (Jan. 8). 


SINGAPORE р 
Canadian Prime Minister Pierre Trudeau 
arrived on an official visit (Jan. 7). І 


SOUTH KOREA Г 
Japanese Prime Minister — Yasuhir 
Nakasone arrived on an official visit(Jan. 1). 
TAIWAN ЖОК, 
A Japanese woman was arrested and ас 
cused of aiding anti-government element 
and communist-supported’ organisation 
abroad, the Central News Agency reporte 
(Jan. 9). eee cm 


new chief minister. of Andhra Pradesh 
(Jan. 9). A coalition of opposition parties 
took office in Katnataka (Jan. 10). A high- 
level government team began talks with lead- 
ers of the Sikh political party Akali Dal 
in Chandigarh (Jan. 11). 


JAPAN Оз. . | 
Twenty-one security police at the United 
States" Kadena Air Base in Okinawa were 
under investigation for alleged possession, 
use and transfer of drugs, a base spokesman 
said (Jan. 6). A Korean Air Lines Boeing 747 
made an emergency landing at Narita airport 
after a warning that there was a bomb aboard, 
and a passenger was arrested on hijacking 
charges (Jan. 8). Ichiro Nakagawa, 57, acan- 
didate in last November's election for presi- 
dent of the ruling Liberal Democratic Party, 
died (Jan. 9). 
| 

| 

| 

i 


MALAYSIA 
Canadian Prime Minister Pierre Trudeau 
started an official visit (Jan. 9). 


PAKISTAN 
At least two dozen lawyers were arrested in 
Azad Kashmir when they tried ta defy а gov- 













Voters rebuff Mrs Gandhi in two state elections 
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Setback in the south 


By Mohan Ram 

New Delhi: Prime Minister Indira Gan- 
dhi, elected for a five-year term in 1980, 
finds her political credibility eroded, her 
charisma fading and her control of the na- 
tion and the ruling Congress party slip- 
ping. In the January 5 elections to legisla- 
tures in three of the nation's 22 states, her 
party was decimated in its traditional 
southern strongholds of Andhra Pradesh 
and Karnataka. In the northeastern state 
of Tripura, the Congress could not dis- 
lodge the militant communists in power 
since 1978. 

While the outcome in Tripura was to be 
expected, Mrs Gandhi did not bargain on 
the rout in the two southern states, which 
has deepened the uncertainty about her 
party's majority in the next parliament to 
be elected not later than January 1985. It 
also considerably diminishes the chances 
of her son, Rajiv, succeeding her as prime 
minister. 

Rajiv, an airline pilot, entered politics 
reluctantly in June 1981, a year after his 
younger brother Sanjay died in an air- 
crash. Through his active campaigning for 
the party at the May 1982 elections in 
some of the states and again this month in 
Andhra Pradesh and Karnataka, Rajiv 
has been seeking to project himself as heir 
apparent. 

For her part, Mrs Gandhi, who is also 
the Congress party's president, made her 
own leadership of the country the central 
issue in the elections through her highly 
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personalised campaigning style. She pro- 
jected her continuance as prime minister 
as an imperative for India's political stabil- 
ity, security and progress. The voters in 
the three states rebuffed her and, by ex- 
tension, Rajiv, 

Mrs Gandhi, who, in the face of a cam- 
paign to oust her, had clamped emergency 
rule on the country in June 1975, was re- 
jected by the voters at the snap elections in 
1977. But the Janata Party, a makeshift al- 
liance of non-communist opposition 
groups which won a five-year term in 
1977, disintegrated within three years. 
Mrs Gandhi stormed back to power in 
January 1980, promising an effective and 
stable administration to people tired of 
political drift and chaos during the Janata 
rule. 

But since then, discontent with her gov- 
ernment's policies has been mounting, 
with growing demands for regional au- 
tonomy, widespread labour troubles and 
linguistic strife. Although the parliamen- 
tary opposition had no control over the 
forces behind these problems, it stood to 
gain politically. Last year the opposition 
either won by-elections to parliament or at 
least saw the Congress share of the vote 
decline. In May 1982, the Congress failed 
to win a majority in three of the four states 
which elected new legislatures (REVIEW, 
May 28, '82). 

The results in May 1982 demonstrated 
that the voters no longer regarded the 


Congress as a sacred cow and were willing 
to try fresh forces and faces in govern- 
ment. Also adding to the party's electoral 
decline is the virtual disintegration of the 
party's organisation. Mrs Gandhi, who 
split the party in 1969 and again in 1978 — 
when she became party president — set 
the democratic processes within the party 
at nought. With all effective power cen- 
tralised in Mrs Gandhi's hands, the Con- 
gress has not held elections for any party 
posts since 1969, the posts being filled ar- 
bitrarily. 


j: the states ruled by her party the chief 
ministers are not chosen by the members 
of the respective legislatures but are im- 
posed by New Delhi to ensure total loyalty 
to the prime minister. Not surprisingly, ail 
her chief ministers have faced revolts from 
within the state parties as factional squab- 
bles have intensified. Sycophants and po- 
litical turncoats have prevailed over effi- 
cient party workers as allegiance to Mrs 
Gandhi and her lieutenants has become 
the sole criterion for Congress candidacy 
to state and central elections. 

Moreover, at this month's elections 
there were also some specific factors con- 
tributing to the ruling party's drubbing in 
its southern bastions. In Andhra Pradesh 
the defeat had the dimensions of a disas- 
ter. The Congress had not lost an election 
there previously, After her 1977 defeat, 
Mrs Gandhi's party lost one state after 
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another until eventually it ruled only in 
Andhra Pradesh by 1980. 

But, after January 5, Congress stréngth 
in the Andhra Pradesh legislature drop- 
ped from 248 to 59 in a house of 294. The 
victor was a nine-month-old regional 
party founded by N. T. Rama Rao, a 
cinema matinee idol new to politics. Rao 
struck a chord by appealing to the 
wounded self-esteem of the 53 million pre- 
dominantly Telugu-speaking Andhras 
who were disenchanted with Mrs Gandhi 
because, disregarding their wishes, she 
had dismissed three of their chief minis- 
ters since 1981. 

Sixty-year-old Rao charged in his cam- 
paign speeches that the Andhras һа be- 
come vassals of New Delhi, thanks to the 
connivance of local Congress leaders. He 
also repeatedly harped on the slogan that 
his Telugu Desam (Telugu nation) party 
was founded to restore the dignity of the 
people. Thus Rao, who has played Hindu 
gods in some 300 films, became tht rally- 
ing point for all sorts of grievances against 
the state Congress rule and New Delhi. 
Many disgruntled Congress politicians 
jumped on the Rao bandwagon and 
openly entered the fray, while others 
covertly sabotaged the prospects of Con- 
gress candidates. 

Mrs Gandhi campaigned tirelessly — 
hopping from village to village in a 
helicopter — emphasising the necessity 
for a strong central authority to tackle na- 
tional problems and the resulting advan- 
tages of Congress rule in the state. All that 
Rao had to offer was a clean government 
and a fair deal for the underprivileged. In 
the event his appeal to regional sentiment 
won the day. 

In Karnataka the celluloid factor and 
the regional appeal were absent, explain- 
ing the less disastrous performance of the 
ruling party. However, Congress rep- 
resentation in that state dropped from 183 
to 80 in a house of 224. An opposition al- 
liance won 98 seats, enabling Rama- 
krishna Hegde to form a non-Congress 
government in the state. 
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The loss of its two southern strongholds 
has ominous implications for the Con- 
gress. It lost the neighbouring Tamil Nadu 
state in 1967 to another regional party 
and has not been able to regain its hold 
there. In Kerala, the fourth southern 
state, the Congress shares power with a 
host of rightwing parties. In the past two 
decades Kerala has swung between al- 
liances dominated either by the Congress 
or the Communist Party of India-Marxist 
(CPI-M), which governs the populous 
West Bengal state. 


t this month's election the CPI-M suc- 

ceeded in retaining its hold over the 
tiny Tripura state in the northeast. Another 
state where the Congress has little future 
is Jammu and Kashmir, where the hold of 
the Kashmiri-dominated National Con- 
ference party is unshakable. Analysts do 
not rule out the possibility of the Congress 
losing out in a few other states where fac- 
tional squabbles could help topple it. The 
electoral decline of the Congress could 
mean a loss of its majority in the next par- 
liament even if it emerges as the largeft 
single party and rules most of the states. 

The decimation of organisational struc- 
ture of the Congress also bodes ill for Mrs 
Gandhi. Revolts against leaders imposed 
by her have been festering in several states 
and the January defeat has given them 
further impetus, particularly in Gujarat 
and Maharashtra. It would be reasonable 
to expect a chastened Mrs Gandhi to re- 
store a measure of democracy in the party. 
Atthe minimum this would mean allowing 
the state legislators to choose their chief 
ministers and the rank and file to elect 
party functionaries. 

But party elections also amount to giv- 
ing a share of power to several Congress 
stalwarts, which could in turn reduce 
Rajiv's chances of finding acceptance as 
his mother's successor. As Rajiv has failed 
to build up a grassroots power-base of his 
own he can be installed as party president 
only through manipulations from above 
and not through an emerging consensus 
from below. Thus Mrs Gandhi is faced 
with a choice of either reviving the party 
structure she herself had destroyed or 
boosting her son's prospects while. the 
party is still in disarray. 

One remote possibility has been to call a 
snap election to the parliament in the hope 
of uniting the ruling party in the face of the 
opposition challenge. and reassert her 
supremacy. Until January 5 political ob- 
servers were speculating that if the Con- 
gress did not do too well in Andhra 
Pradesh and Karnataka, Mrs Gandhi 
could opt for a parliamentary election in 
the wake of a successful summit of the 
non-aligned nations in New Delhi during 
March. A victory then could assure fivé 
more years of power for the prime minis- 
ter. However, the scale of the recent deba- 
cle in the southern strongholds makes a 
Congress victory in a nationwide ballot far 
from certain. 








NARCOTICS 


Khun Sa in 
a pincer 


Thai troops launch a major 


drive against the SUA’s 
drug network 


By John McBeth 

Bangkok: Thai security forces have in re- 
cent months cracked down on the already 
battered heroin network of Khun Sa, the 
narcotics warlord of the Golden Triangle. 
While little publicity has been given to the 
operations, the REVIEW has learned that 
they involved air and ground attacks, indi- 
cating a tacit understanding between 
Burma and Thailand over the necessity of 
cross-border penetrations. 

In one such operation in October last 
year, a force of Thai Rangers reportedly 
killed more than 40 of Khun Sa’s Shan 
United Army (SUA) insurgents in clashes 
east of Doi Larng, Khun Sa’s new head- 
quarters astride the Thai-Burmese bor- 
der. Thai OV10 aircraft were also re- 
ported to have carried out strikes against 
at least three suspected heroin refineries 
in the same general area. 

The Burmese Government seems 
pleased with the Thai onslaught against 
the SUA. Several senior Thai officials vis- 
ited Rangoon after the initial strike 
against the SUA and there are grounds for 
believing that while Burma is not pre- 
pared for and does not have the resources 
to engage in joint operations, it may be 
willing to allow Thai forces to continue 
such operations. 

Burmese troops were not involvéd in 
any of the recent engagements. The only 
Burmese unit in the area is a battalion- 
sized force at Mong Hsat, 20 miles to the 
north of Doi Larng, and Rangoon in any 
event mounts only infrequent attacks 
against heroin smugglers on the border 
because of the more pressing problems 
posed by the Burmese Communist Party 
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mid-year when it beca 
he SUA Was filteri | 


tions with он Thai oficial t : 
The Thais: redoubled their efforts last 
October, throwing up to 2,000 troops. into 
campaign to seal off the border and cut 
flow of chemicals to a string of heroin 
neries under Khun Sa's control which 
process up to 75% of the Golden Triangle 
oium crop. ^ 
jailand’s northern provinces were de- 
‘ed a chemical-free zone 18 months ago 
prevent the distribution “of acetic 
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riends in high 
in northern Thailand who are pre- 
'd to turn a blind eye to his activities, 
;there is evidence that rural leaders 

iously. benefited from the.trade 












narcotics ade in Pakistan’ s tribal areas faces 
Ames as authorities seize several heroin factories 







dn Kotal, Pakistan: m of; “Hey, 


» yeu want has 


bal agency 

ife here will 

rbe quite the same à agai following an 
offensive by the authoritiesagainst heroin 
ufacturers and traders. 
' A little more than а month ago the re- 
fining of raw opium into high-quality he- 
roin in the foothills of the-inaccessible 
ndu Kush range was a headache for 














America and Western Europe. Pakistan 
become the most important: single 
onduit for illegal narcoties. The issue was 
high: on the agenda of President Zia-ul 
q's visit to Washington (REVIEW, Déc. 
(0; 82). In Pakistan itself there were re- 
ported to be 30-50,000 heroin addicts, а 
mber said to be growing rapidly: 

Pakistani officials now claim that all the 
* primitive heroin-production centres — 
. known locally .as. bathtub factories Бе- 
* cause of the simplicity of the equipment 
Eg and expertise required — have been shu 
















drug enforcement: ‘officers’ in. North - 





ried oni his business 
unhindered for at least'seven years, has re- 
portedly threatened reprisals. Last Oc- 
tober-November a hit list was leaked. to 
the United States Drug Enforcement Ad- 
ministration, naming alleged American 





ш in Chiang Mai who’ had: been 


targeted for assassination. Sources close 
to the SUA deny knowledge of thelist, but 
it was 'obviously taken seriously as the 
American School and the US information 
office in Chiang Mai were closed and 
guards were posted outside the US Consu- 
late. 


he SUA leader isalso said to have vow- 
ed retaliation against tourists ‘in. the 
area. Both the American and Australian 
embassies have issued strong warnings to 


banned:treks into Doi Sarm: Sa; east of the 


: Mae Kok ‘river, wherea well-beaten path 
crosses the border and then swings west 


towards Doi Larng. Still fresh in. many 
nfinds is the way SUA chief-of-staff Chang 
Tse-chuang abducted two Soviet doctors 


in 1973 to secure. Khun Sa's release from a 


Rangoon jail: 


A Lisu hill-tribe village of about 200- 


300 people, once a popular destination for 
foreign trekkers, has been.moved down 
the slopes of Sarm Sao mountain, and one 


above all; deft political negotiation paid 
off when 28 heroin factories were either 
seized or surrendered to the authorities: 
The turning-point came at a jirga, or 
traditional. assembly, of tribal. elders from 
the Landi Kotal area on November 27. 
They put their thumbprints on an under- 
taking to stop all production and trade in 
heroin- and morphine-related products. 
The political agent in Khyber, Shakil 
Durrani, began by speaking informally to 
influential tribal figures-and he soon won 
overt to his cause twoeminent religions fig- 


-ures in Landi Kotal, Sher Gul and:Sahib- 


zada Sadiq, both of whom were anxious to 
limit trade in salacious videotapes, alcohol 
and drugs. After a series of preliminary 
jirgas, representatives of the Afridi sub- 
tribe, Zakakhel, and the Shinwaris’ three 
sub-tribes agreed to support the au- 
thorities; and during: the first two weeks of 


` December the equipment used in the 28 


heroin factories was handed over. ! 
Durrani's main argument, and the most 
effective ons was that: heroi 











down. Painstaking intelligence work and, 





of violence and taken away pots, pans, 
money, rice, livestock and silver bars after 

repeatedly asking villagers the where- 
abouts of Khun Sa. i 

у Officials estimate Khun Sa can call on 
about 3,000 armed men, but a large 
number of those are little more than part- 
time trail guatds who join opium caravans 
from the north and return home after és- 
corting them safely to border refineries, 
One authoritative. source believes the 
‘SUA warlord can muster no more than 
750-1,000 hardcore fighters.. 

That, however, gave hiri enough punch i 
to take over Doi Larngs "S 
he was driven from Ban Hin Tà 
tablished an initial. foothold 
Lahu National 













é . leader Ja-Eu a 
tourists not to venture into the hills along: | a 
the Burmese border and the Thais. have: 








mishés which forced : 
Not. óne to miss an o pportunity to make 
political capital; Кип... Sa: -promptly 
claimed he was instrumental in preventing s 
the BCP from moving closer tothe Thai 
border — in effect recalling the poli¢y of 












































Zia in Washington: a priority issue. 












and abuse was unlstainic. He, pointed out 
that tribal youths were affected by narco- 
tics and that even the heroin manufactur: 
ers themselves were riot untouched by ad= 
dictio. d throughout the negotia- > 
timate use of force, for the. 
political agent could. draw upon. nearly 
3,000 members of the Khyber Rifles and ac 
battalion of thé Mahsud Scouts. 
To. underline. official’ determina ion, 
security forces surrounded the house ofa 
notorious narcotics dealer named Jumir 
on the night after the jirga. He was told to 
give himself up or the-troops would blow 
up his home: It is.expected that he will be 
handed over to. ihe tribal elders, who will 



























sw i They also tona that the 
strategy was, and, possi- 
nfiltrate Doi Larng and 

over the entire trade. | 


essing heroin at its Panghsang head- 
quarters on the Chinese border where it 
.began-stockpiling tonnes. of opium, after 
the Chinese Government cut off finaneial 


“support in 1977. But the BCP still needs: 


Khun Sa to buy opium shipments and his 

"business connections as well to sell the re- 
fined heroin to drug syndicates. 

. With the SUA clearly in serious trou- 

esteri sources say Khun Sa is пом 

| desperately for new lines of sup- 


pl for chemicals and also. arms: and am-: 


munition to keep his force in fig 
үт Itis for this reason: jon fear Ch 


EN 
ing do 


undone the. agreement between the tribal 


elders and the political agent and plunged | | 


the agency as a whole into strife: But extra 
troops had already been drafted into. the 
‘area as a precautionary measure, and at 
another-tribaljirga the matter was resolv- 
ed with.a decision to levy a fine. оп {ће 
malcontents. 

. Kabul.was quick to make use of the 
‘issue for. Lei acm p Intelli- 


d 
he уч town p" Jalalabad. “He aç- 


dthe United States. of. trying to de- | 
prive the tribes on the frontier of theirin- | 


.üependence and traditional livelihood, 

and:he reportedly offered sanctuary to 
,Shinwaris who wanted to carry on their 
narcotics.enterprise. 

Pakistani officials deny that American 
money is being pumped into the country's 
tribal agencies. They say no financial com- 
pensation has been offered to the Afridis 
orShinwaris. ~ 





vith narcotics, and the stage $ 
ra major feud which could have | 





zT 1e helmsman sails oi 
Muldoon says he will not step down, but pressure | 
is building within his party for him to do so 


By Colin James 
Wellington: in an interview late last 
month, Prime Minister Robert Muldoon 
made it absolutely clear that he has no 
plans to step: down from New Zealand's 
top post any time soon. “It will take them 
[the press] a little longer with me," Mul- 
doon said, a reference to the. 10 years 
which the prime minister said it took the 
media to drive former prime minister Sir 
Keith Holyoake from office. Muldoon has 
been prime minister for seven years, but 
speculation about his departure was 
boosted in October 1980 by moves to dis- 
lodge him and it has smouldered ever 
since. . , 

In the interview, Muldoon also said: “I 
am fit and well and: I:know what Гат 
doing..I do not think at a time like this, 


| with all the problems that we have, that it 


is.time for someone in my position to be* 
thinking of retirement. It would look. as. 
though we were deserting the sinking 


| ship,” 


That Muldoon found it necessary to 


| liken the country’s predicament to that of 


ship serves to underscore the dif- 

icing. the government and the 
ruling National Party, 

on of an early challenge 

'adership. About. 12-14 

he 47 National 

ite against him in 

y leadership contest, and from time to 

hey: claim a near-majotity-of sym- 

- They. claimed such support last 

when Muldoon outraged the party by 
MERO the cabinet Derek Quigley, a 





‘designed » 
“among: 





staunch. champion of. private: enter 
who was popular in the party. Butt 
still no stomach for a vote: only.abo 

or six MPs would now press for a lead 
ship change. 

Since the leadership is entirely the pre 
rogative of the caucus, Muldoon is secur 
for the moment. And his poll ratings. 
nearly twice those of his closest ri 
Labour deputy leader David Lange, len 
him support. But still there is a deepenin 
dissatisfaction with his leadership in the 
National Party at large. 

Muldoon’s appeal to the National Par 
is primarily based on his ability to 
elections and onhis reputed ability as 
economic manager. The first asset is-ir 
refutable. In 1975 he turned а 23-sea 
Labour majority in the then 87-seat рага 
ment into a-mejority of the same size fo 
his párty. And he held power in 1978 an 
1980. despite a worsening economic situa 
tion. Muldoon also has exploifed a “ге 
neck" strain on social and moral issu 


В кп has cut into the core of бош зир- 


come voters. But this, i 

chased many liberal, midd 

into Labour's camp and, as 
minister has followed economic pol 


P / 
lower-income: groups, he t 
gradually alienated the upper-income bul 
warks of his party... 

Muldoon's.. falling-out ‘with the ri 
came to.a head last August when he pre 
sented budget proposals that would hav 


The Master's Degree Program From MEI: 
A Global Approach To Management Training 


The Arthur D. Little Management Education Institute (MEI) is the one plate Where 
caréer-oriented men and women from all over the world receive practical training to 
prepare for increased responsibility in business and government, 


MET's fully accredited 11-month Master of Science in Management Program offers: 

* A faculty of experienced international consultants and academics using. case. e studies 
and teaching methods tailored to the needs of managers; 

* Sensitivity to the specific learning needs of an international student body; _ 

• A pragmatic, results-oriented education program; 2 

* Advanced training in policy and strategy skills, with emphasis on economic arid 
industrial development or international business. 


If you have an undergraduate degree and an interest in learning more about МЕГЕ 
degree program that will begin on August 29, 1983, please write or telex: 


The Admissions Coordinator 


Arthur D. Little Management Education Institute, Inc. 


33 Acorn Park 
Cambridge, Massachusetts 
USA = — 02140 
Telex No. 921436 


A Arthur D. Little Management Education Institute, Inc. К. 
‘as a subsidiary of Arthur D. Little, Inc., the international жашын кене gineering and 


„manageme consulting firm. 





-part to pay for income 
"the better-off, but th 





-notably a form of capital gains tax — were 





















sals were substantially softened in legisla- 
tion passed in December,. distaste for 
"them has lingered. Corporate donations 
to the National Party have fallen dramati- 
cally. Membership and contribution can- 
„Vassing by the party's rank and file, the 
underpinning on which the- party's 
majorities have been built, has become 
patchy. Both the numerical strength and 
the organisational depth of the party have 
«been damaged. 

The disaffection of property developer 
300 Jones with Muldoon’s policies illus- 
tes the view of well-heeled crities of 
Idoon's leadership. The self-made mil- 
ionaire was a close associate and active 





fundamentally at odds with National Party 
philosophy. Although the budget propo-: 








DENIS WEDERELL 


y 
to single figures this yea 
ing credit squeeze. W 
not, the result has been 
business community that:-Muldoon must 
go — and that a term of a Labour govern 
ment must be endured if nothing less will 


persuade the ruling party to dump Mub 


doon. 

Powerless to force the issue in the 
caucus, màny high-ranking party mern- 
bers outside parliament have been coming 
to the same conclusion; "This was partly 


behind the election at the National Party © 


conference in August of former journalist, 

teacher and public-relations ‘consultant 
Sue Wood to the party presidency. At 33, 
Wood represents. the aspirations of a 
younger, free-enterprise oriented group 
in the party which wants to make MPs more 











Bens рн. 


e pressu e Time would alsó give 
idoon the 
nesses in Lange's economie philosophy 
and this enhance his and the National 
Party’s chances of winning the next elec- 
tion. l'ange is expected to become Labour 
Party leader next month (REVIEW, Jan: 
6). 





B: an overall majority of only one 
seat in the 92-seat parliament (the 
speakér;- drawn from National Party 
ranks, does not have a deliberative vote), 
Muldoon is not assured of time. A by-elec- 
tion in а National-held marginal seat 
would eliminate the majority and proba- 
bly force a general election. Accordingly, 
after Labour's changeover in February, 
National MPs may well look for some re- 
juvenation of their own party's ‘image: 
With Muldoon deemed impregnable until 











Wood; Muldoon; Lange: pem in the party 








ublic supporter of Muldoon in the 1975. 


re more to the Left than any government 
in this country has been." Then he said he 
would give money and his vote to Labour 
in the next election. Jones subsequently 
qualified his remarks by saying he would 
abstain rather than vote Labour. 


his alleged departure from conserva- 
tive party principles has been- com- 
pounded by a failure to avert deepening 
economic recession, Muldoon has plainly 


not lived up to his designation by former | 
party president Sir George Chapmanasan : 


“economic wizard": budgetary and bal- 
, ance-of-payments deficits are worsening; 
unemployment and business failures .are 
climbing; investment is low, and inflation 
As being checked only by resorting to a 
wage-price freeze, the long-term efficacy 
of which is doubted by many economists 
and which in any case is anathema to Na- 
tional Party free-enterprise principles. 
: Much of the downturn is not Muldoon's 


16. 


lection campaign, but last month he com- 
lained; “They [the National leadership] 








with Labour waiting in the wings.: 





| accountable to party feeling and principles 
in their actions: : 
Wood has moved ‘cautiously but with 
some effect to introduce policy monitor- 
ing by the party organisátion through 
meetings with the caucus and the estab- 
lishment of à web of committees in the 
party. Although Muldoon and most of the 
MPs voted for her at the conference, 
Wood is no Muldoon enthusiast, And at 
best only an uneasy truce exists between 
the caucus and. the party organisation. 
Muldoon himself has responded to the 


pressure from the party organisation by 


vigorously defending the case for prag- 
matism and gradualism — an argument 
which went down badly at the August con- - 
ference — and giving way on some issues 
of principle. After seven years of defend~ 
ing the licensing systeti governing land. 
and air transport, for example, Muldoon 


abruptly gave way late.last. year to de= | 


mands for substantial delicensing of both. 
Muldoon's efforts to ease ће: pressure. 

from critics within his party йо not appear 

to have been successful yet: Time and an 





| whom would like to think the shi 













| after an election defeat, the МР5: may look 


for an'early replacement of Deputy Prime 
Minister Duncan Macl ntyre. 

Muldoon’s ‘preferred candidate is 
Energy and Development Minister Bill 
Birch, but Birch damaged his reputation 
in the party organisation with many MPs 
by too actively taking Muldoon's side in 
Quigley's dismissal. The party and proba- 
bly most MPs would prefer Transport 
Minister George Gair, who has proved to 


| be one of theg government's best adminis- 


trators but who is on icy terms with Mul- 


| doon. Muldoon may go for 37-yeàr-old 


Attorney-General Jim McLay — an able, 
adept and articulate politician: 

In another December interview Mul: 
doon said of the Labour Party that “they 
‘are in а terrible mess." The вате descrip- 
tion might apply to Muldoon's party. If 
the ship is: sinking, as Muldoon has said, 
the question arises as to whose fault it is. 


` Muldoon has yet to answer that satisfac- 


torily to his own- supporters; ‘ma iy of 










We at Minolta feel that the mark 
of a fine plain paper copier is how 
well it can reproduce halftones. And 
making perfect halftone copies is a 


lot like making toast: its easy to make 





them too light or too dark. Most 
conventional copiers cannot сору 
halftones faithfully: their halftone 

copies are usually too white or too 


black 
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and crisper than even the original 
irally, line portions and solid 
portions that are made with great 
clarity and precision, too 
Minolta PPCs combine m 
advanced technologie 
alitone сору 
isteni y One 
Micro-Toning System, accurately 
reproduces the tonal aradations of 
the original while applying a more 


eposit of toner onto 


derived, giving supert 


halftone copies 





inolta PPCs make perfect 


Our PPCs give the user out 
standing halftone reproduction 
halftone copies that are often ¢ 


Our Autornatic Image Density 
Control and Automatic Bias Adjust 
ment systems help insure that eac! 
following copy will be exactly like the 
first. With no guessing. No fiddling 
with knobs. dials or levers. With no 
oops, too light... oops. too dark 
halftones and a wastebasket over 


flowing with expensive discards 





ently-excellent halftone 
reproduction is why more and more 
users are turning to Minolta EP-series 
plain paper copiers. Because if you 
can copy a halftone perfectly. line 
ind solid portion copying is a snap 

And that. folks. is why Minolta 
EP-series copiers are known as “the 
toast of the town 
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MAKE YOUR MEETINGS 
SUCCESSFUL 
AT SHERATON IN SEOUL 


Korea's largest Banquet and Convention Center 


NEW LANDMARK IN SEOUL 

In an exquisitely landscaped 139-асге park. 
overlooking the panoramic view of the Han River, 
Sheraton Walker Hill has just opened a modern 
convention center of international standards. The 
Convention Center is the first of its kind in Seoul. 
the largest and best equipped in Asia. 


MOST MODERN FACILITIES 

The new gathering place is well equipped 
with the most up-to-date features including a 
simultaneous international translation system of 
six languages. The largest Mugunghwa Grand 
Ballroom alone can accommodate 3.500 for 
receptions and 2,000 for banquets and con- 
ferences. The Center also houses fifteen other 
multi-purpose rooms of small and medium sizes 
available for groups of 10 to 600, 
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BEST IN WHAT HOTEL CAN OFFER 

Among numerous fine amenities, Sheraton 
Walker Hill proudly offers you its impeccable ser- 
vice and most pleasant atmosphere. You can com- 
fortably relax and enjoy delicious cuisines in one 
of the seven superb restaurants and cocktail 
lounges or the spectacular entertainment, both 
traditional Korean and fashionable international, 
in the Kayagum Theater Restaurant. 

Whether its a meeting or a reception 
you're planning, our experienced staff is ready to 
make it successful and memorable. 


For reservations, call your travel agent or d ч“ 
the Sheraton in your cit 5 um. Y 
жы к эу 


Sheraton Walker Hil 


PHONE 444-821 
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y this week is devoted 
ange in atmosphere in 
"Hongkong; and the grounds for believ- 
ing that the prospects of the present 
‘status remaining unchanged until 1997 
гапа of reaching a matic arrange- 
ment for. Hongkong thereafter have 
been immeasurably improved. 

While (large amed) Chinese of- 
ficials wer ucing scary 
scenarios (righ month's Na- 
tional Peopi which adopted 
the new consti its provision 
for special ай vei and 
while the 


. ‘OUR cov 8 


1 ibly Spiriate: 
he's checking it 


:€ QUITE in,tune with 
was the recent opening of a new bistro. 
Its name, inevitably: 
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€ WITH all the discussions about its fu- 
ture, Hongkong is the subject of some 
unusually favourable publicity, its pros- 
perity and freedom being contrasted, 
even by British TV commentators, with 
conditions in China. But all is not swiftly 
efficient or even realistic in Hongkong. 
The local branch of the Royal Asiatic So- 
ciety recently circulated'a charming little 
note which read: 
NOTICE 

Members and Subscribers will have 
noticed that the 1981 Journal has pre- 
ceded the issue of the 1980 Journal. The | 
latter is in an advanced stage of prepara- 








tion but due to unexpected problems it is 
regretted that it cannot now be pub- 


“lished until early 1983. 


e AS for other-worldiness, a judge was 
recently criticised for an unexpected ver- 
dict, being described as "straight out of 
Alice in. Wonderland." But apparently 
magistrates can be just as removed from 
the realities of everyday life. A youth 
was recently charged with having unlaw- 
ful sexual relations with a girl under the 
age of 16. The magistrate imposed no 
rider but recorded a conviction with a 
Tider 


;j He also advised him that 
ince the law in Hongkong 
required peo le to carry their. 
identity. cards, he should ask 
the girl to produce her identi- 
'ty card if he wanted to have’ 

sexual intercourse e with her. 


T can imagine the scene: Young 
Romeo has finally talked his Juliet round 
and, before the consummate embrace oif 
the sofa, he says to her: "Oh, by the way 
darling, I don't want to take down your 
particulars .... but can I see your ID 
card?” . 

@ SOMEONE, ‘I believe it was Mark 
Twain, once said of a know-it-all type 
that he wished he could be as sure of one 
thing as the young man in question was 


-as sure of everything. I feel the same way 


about the moral certainties of those who 


| urge nuclear disarmament, particularly 


the unilateralists. It seems to be undeni- 
able that the. balance of nuclear terror 
has probably been the greatest factor in 
preventing the outbreak of full-scale war 
between the superpowers. 

It also seems to nie that Moscow be- 
comes more ready to talk disarmament’ 
when confronted with a strongly armed, 
hawkish American president (even one 
who gets his signals as badly mixed as 
does Ronald Reagan). Thus, 1 had bet- 
ter add hurriedly, I believe the founda- 
tion for Salt-2'was laid during the Nixon/ 
Kissinger/Ford era and that Jimmy Car- 
ter ended üp with a worse bargain than 
they would have achieved. So, the new 
Soviet leader, Yuri Andropov, is pro- 
ducing a plethora of initiatives, including 
a proposal for a summit with Reagan. 
They demand a positive response by the 
West, in the realisation that his main'aim 
is to prevent the deployment of medium- 
range cruise missiles in Europe. 

But let us not get bogged down in the 
Dr Strangelove intricacies of missilery 
and nuclear arms . . . As I was saying, be- 
fore I interrupted myself, I envy the 
single mindedness of the disarmers, just 
as I resent their equating the possession 
of nuclear arms with a willingness to use 
them. But. perhaps "simple-minded" 
would be a more appropriate adjectival 
phrase for some of the supporters. One 
of the women demonstrating. against 











rek Davie 


cruise missiles in Britain this month wa 
asked if, by supporting uni 
clear disarmament, she: wa in favour of. 


and letting its potent att: 
theirs? "Oh, no," she said, 


tries will 
weapons,’ 
@ THE above snippet of 

plus the comment that a lot 
disarmament supporters, both male a 
female, do not know that unilate 
means one-sided (which is why th 
ganisers of the campaign picked 
word in the first place) comes from t 
excellent column on the media wh 
Pau] Johnson writes for the Lon 
magazine, The Spectator. He als 
quotes a recent reader's letter to Th 
Guardian about the women за 
demonstrations: "Surely so many 
women have not gathered in one pla 


destroy - 


since the 11,000 Virgins of Cologne who 


according to the legend, set out on a pil 
grimage and, being unarmed, were total 
ly massacred tw the Huns.” ; 
€ ITEM in Kathmandu's The Risi 
Nepal, supplied by Ravin Shepherd: 


-| Tastes Of 
Singapore _ 
Tourists Differ 
Singapore, August, 3: 
Testes of tourists visiting 
Singapore differed accor- 
ding to their . nationality, 
it was reported today, 
| Norodort 


ө RECENTLY Prince 


‘Sihanouk. posted a letter from Pyo 


yang to Agence France Presse in Pekin 

in which he perorated on his attitudes to. 
the Cambodian coalition of which he is 
the leader. The envelope, as has been 
ported, bore two North Korean stam 
one showing the usual happy laugh 
peasants bringing in à bumper harvest 
duly inspired by the Great Leader Kim I 
Sung. The other, amazingly, featured - 
Princess Di, wife of the British heir 

the throne, and her new baby, Prin 
William. My old friend Tiziano Terzani 
Peking correspondent for Der Spiegel, 
felt that REVIEW readers should not miss _ 
this philatelic first: 













-By Rodney Tasker | 
: Jakarta: Indonesia's view of the world has 
‘spawned foreign policies which often 
annoy some of its. Asean partners, frus- 
trate China, worry Japan and baffle the 
superpowers, The 150 million Indonesians 
nd to overestimate their pólitical 
| importance, regarding their nation as a re- 
al flagship, but because of the coun- 
S.sheer size and strategic. location it 
does..carry a great deal of diplomatic 
ght. y 
akarta, like other Asean members, is. 
currently embroiled in two issues central 
o Southeast Asia’s destiny: the Cambodia 
problem, which also involves Vietnamese, 
viet and Chinese designs in the region, 
and Japan's plans eventually to shoulder 
some of the maritime police work cur- 
ntly carried out, by the United States 
Navy's 7th Fleet. Its attitude to these 
stions is being closely monitored by all 
ncerned garties. l 
Understanding Indonesian foreign po- 
icy is a difficult exercise, Foréign dip- 
mats constantly complain that Jakarta's 
licymaking process is so: complicated, 
ause of competing power factions, that 
difficult to- report back to their home 
pitals exactly what official Indonesian 
king is on any particular issue. 
The Foreign Ministry may say one 
ing, but certain military figures may in- 
jence policy in a different direction. The 
y assumption that can be made is that 
policy will. be implemented or initia- 
taken without President Suharto’s ap- 
proval.. | | 
On the question. of Cambodia, In- 
lonesia has sometimes been Asean's odd 
тап out in its concept of a political solu- 
ion. While. officially Jakarta has gone 
„along with Asean's policy of bringing dip- 
matic pressure to bear on Hanoi to with- 
draw its troops from Cambodia, and ac- 
cepts. proposed United Nations involve- 
ment in.establishing a popular, neutral 
government in Phnom Penh, privately it 
has been using its good offices with Viet- 
nam to try to achieve what itsees as a more 
realistic solution. 
The Indonesians, who successfully 
orced their Dutch colonial rulers from the 
| country after World War H, talk about 
heir common revolutionary experience 
"with the Vietnamese: At the.end of the 
ar in 1975 they had hoped it 
of time before Viet- 



































mam, along : 
munist Indochine 

and Laos, joined the Sout! 
as members of Ase 
Vietnamese invasión 
great disappointment. ^ 
. Tt was not that the Indonesians were 
. particularly concerned about Vietnamese 


Cambodia was a 











domination of Indochiga — they felt it was 
natural for Hanoi to expect its writ to run 
throughout Indochina, as that region's 
most powerful country — but they. ab- 
jected to the blatant way in which Viet- 
nam sent its troops to topple the govern- 
inent in Phnom Penh. Jakarta wants good 
bilateral relations with Hanoi, given over- 
lapping claims to an area of the South 
China Sea north of the Nàtuna Islands, 
and -the potential for bilateral “trade. 
Above all, it wants to bolster the region 
against the perceived threat from the 
Chinese giant. 

It was with these considerations in mind 
that while Jakarta's Foreign Ministry was 
making statements about solidarity with 
Asean in its policy of forcing the Vietnam- 


ese to an international negotiating table to: 


discuss Cambodia, Lieut-Gen. Benny 
Murdani, deputy head of Bakin, the state 


intelligence board, and a highly influential 


figure in Indonesia's power structure, 
made two quiet trips to Hànoi. But on the 
last, in September 1981, Murdani was re- 
portedly acutely disappointed that the 


Vietnamese did not meet his govern- 


ment's gesture by offering any new initia- 
tives on the Cambodia problem. 


Az Foreign Ministry official, Fuad 


Hassan, made a separate trip to Hanoi 
after Murdani, but returned home equally 
frustrated. After. the failed missions, 
Suharto is believed to have stepped in and 
reminded all concerned that Asean unity 
is Indonesia's abiding priority in its diplo- 
macy and that nothing should be done to 
endanger that. 


Since then, Jakarta has gone along with 


Asean's stand-off position towards Hanoi 
until Vietnam agrees to discuss a political 
solution on the lines laid down by the In- 
ternational Conference on Kampuchea in 
New York in 1981 — involving а Vietnam- 
ese troop withdrawal from Cambodia fol- 


‘lowed by UN-sponsored elections. 


Indonesia has also officially supported 


| Asean's policy of building up the Demo- 


cratic Kampuchea coalition government, 
comprising three resistance factions: the 
Khmer —Rouge,. Prince . Norodom 
Sihanouk's Moulinaka faction and former 
premier Son Sann's Khmer People's. Na- 
tional Liberation. Front. But privately, 
few Indonesian officials express confi- 
dence in a coalition of such disparate ele- 
ments, united only by their struggle 
against the Vietnamese. They are dis- 
mayed at the squabbling among the three, 
and see the coalition as only à diplomatic 
expedient. 


By agreeing to go along fully with the. 
official Asean line for the moment, In-. 
donesia lias to take the lead from Thai- 








order it brings to the region, 


But he added: “We have to take into 
consideration how far the Thais are pre- 
pared to go. Cambodia has always been à 
problem between Vietnam and. Thailand 
for years and years, so we must be. pre- 
pared to live with [the Cambodia, pro- 
blem] for a few years more, ` 
Mochtar's guarded comments reflect a 
degree of Indonesian frustration with the 
Thai attitude towards ‘Vietnam which 
some. officials here are less inhibited in ar- 
ticulating privately. They feel. the Thais 
look. down on the Vietnamese апа, like 
the, Chinese, are trying to make them pay 
dearly for their invasion of Cambodia. 
Bangkok's relationship with China also 
worries. the Indonesians, who want to 
know if the Thais are tapping Chinese hos: 
tility towards Vietnam as a, temporary 
measure to guarantee their own security, 
or if they are asking Asean to back themin 











a more enduring ‘anti artnership 
with Peking... D 

Some. influential Indonesian officials 
worry about the Thais’ apparent proclivity 
to sway towards the prevailing power of 
the time in order to ensure their own sec- 
curity. They look back to Thai collabora- 
‘tion with the Japanese during World War 
II, and their readiness to allow the United 
States to use the country as a military base 
during the Vietnam war, while àt the same 
time remaining.a member of the now-de- 
funct Southeast’ Asia Treaty Organisa- 
tion. 


he Vietnamese are well aware of Indo- 

nesian suspicions of the Thais, as well as 
their concern about Singapore’s stridently 
hawkish attitude to all communist powers. 
So Hanoi has often tried to drive a wedge 
between Indonesia and other Asean mem- 
bers. Howe Hanoi has recently. come 
to. realise that Jakarta still prizes its.mem-- 
bership of Asean, because of the unity and: 
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that Jakarta was anxious to. establish a 
dialogue with the Vietnamese. This was a 








































said, but added: "The 
no illusions that they cai 

When Vietnam 
BAUR Co ] 


one involving 
_ is. believed: 














| Mochtar: small steps foward AV ENANS 





ү annoys s the Thais, who are fully aware that 
Indonesia has its own ideas about Asean's 
,ties with Vietnam. While the Indonesians 
are critical ofthe Thai approach, the Thais 
look on the Indonesians as taking a some- 
what arrogant stance, given their position 
as an offshore Asean power. Bangkok be- 
: Heves it knows how 10 handle the Viet- 
-famese, with its history. of dealing with 
‘them over the centuries, and does not take 
‘kindly to being advised by what it sees as a 
distant, different people. . 

Apart, from its «concern about Thai- 


Лап role, Indonesia's worries about the. 


Bangkok-Peking relationship reflects its 
abiding suspicion of China. The Indone- 
sians still feel bitter about fhe abortive 
1965 communist coup in Indonesia, which 
Jakarta still believes China urged and sup- 
ported. Cool statements about China and 
its regional potential, 


Suharto last October, when he expressed 
concern about the US programme to help 
the Chinese modernise their papon sys- 





A source close to Vietnam's thinking 
pointed out that Hanoi was well aware ` 


‘such as that Буг 





t P 

i Chinese links, and references of 
this sort to Peking tend to remind Indone- 
sians of his regime's proud record. 

There is.also the concern over China's 
future role in the region. The Indonesians 
think ahead to Peking's growing nuclear 
potential, and what this could mean for 
the region. Despite Peking's overtures, 
Jakarta has yet to agree to re-establish 
i ic: relations with. „Peking, frozen 
7 after the Фир was quashed. 


ochtar: who is thought to be one 
icial who would like to re-establish 
old the REVIEW: “There has been 
ment of small steps forward over 
) now we e reached a point 
ink trade will be possible [with 


| China] in the not too distant future, and 


our diplomatic representatives meet regu- 
larly.” Indonesia is known to trade indi- 
rectly with China on a small scale via 
Hongkong. However, as Mochtar quickly 
“Trade has no influence on the 
diplomatic si 
‘ In some ways, Indonesia has ‘similar 
worries about Japan's potential asa power 


in the region. И: is. prepared to арен 


Tokyo as ап economic power, but it is co 
cerned about the US-backed Japanese de- 
fence plans covering 1,000 miles of sea 
lanes... That, in the Indonesian thinking, 
would bring ће Japanese military power 
too: close to Southeast Asia for comfort, 
given lingering memories of the brutal Ja- 
panese occupation of most of the region 
during World War Н. 

But. Indonesia’s main concern is di- 
‘rected at the US because it is thought that 
if Washington allowed Japan to take over 
part of its security commitment to the re- 
gion, freeing. the Americans to concen- 
trate on the Indian Ocean and elsewhere. 
the process might get out of hand. Jakarta 
would. rather see the Americans remain 


{һап hand over their security mantle to | 


Japan. Andif the Americans are to supply 
modern hardware to the region, they 
would rather it goes to Indonesia and 
other Asean countries than to Japan and 
China. Pv; : 

The US-Indonesian relationship is 
closer than it would appear, yet because 
Jakarta is anxious to bolster its stance as 
an independent Asian power with strong 
non-aligned commitments, the Americans 
have agreed to be discreet about the two 
countries’. quite substantial military co- 
operation. Washington supplied In- 
donesia with US$40 million in foreign 


military sales in 1982, and this is expected | 


to increase to US$30 million this year. 
There is also a tacit agreement that Ame- 
rican warships, including submarines, can 
travel through Indonesian waters almost 
at will. | 

The Japanese have taken pains to ex- 
plain to Jakarta that their extended sec- 
urity plans will not affect Indonesia. China 
sits and waits for the day Indonesia will 
give the nod for diplomatic relations to be 
restored. And Asean countries know.that 
Indonesian backing is necessary for com- 
mon policiesdrawn up by the Five. g 



































Talking 
turkey | 


Sino-Soviet detenteis, . 
probably a priority topic 
among Hanoi's loaders 












Hanoi: A possible improve 










Soviet relations was probat 
main topics discussed c ; 
of the Vietnamese Communis 






10, 1982. During this correspo 
cent visit to Hanoi some reservatio: 
even veiled anxieties about developm 
in Sino-Soviet links. could берег 
despite Vietnam’s - official opti 
stance. 

Questioned on ап: eventual warmin 
‘links between Moscow and Peking, V 
namese Foreign Minister Nguyen 
Thach told the REVIEW: "We would;w 
come it since it could favour pacification 
Southeast Asia. Our relations with. Mi 
cow are:good and there will be no cha 
following the death of [president Leo 
Brezhnev. We were. given. assuranc 
that in Moscow." 

Dealing with the same ‘issue, -Hoan 
Tung, responsible for propaganda r 
central committee, said: "An improv 
ment in party-to-party relations is im 
sible and I believe that nobody is či 
templating that, either in Moscow ӨГ 
Peking. In fact the correct word. whi 
should be used is normalisation betwe 
China and the Soviet Union, and I thin 
will soon be achieved. 

“As for the Sina-Soviet border, this is 
bilateral question; as for Afghanistan, i 
a problem which remains within th 
eral pun. of the Soviet uus үй iti 









































Soviet milia aid to Vietnam which h ips : 
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us to keep our army in Cambodia. This 
tough Chinese stand is only a basis for dis- 
cussions. But the Chinese have no trump 
card at all to play so as to force Vietnam to 
withdraw its troops." 

On the question of Hanoi possibly hav- 
ing an influence on this normalisation, 
Tung said: “We would have no bad influ- 
ence. Moscow will maintain its aid not 
only for 'prestige or for ideological 
reasons, but also in the interests of both 
our countriés. We do not believe that 
there will be a decrease in Soviet military 
aid and economic cooperation." 

Another prominent figure interviewed 
by this correspondent was Pham Binh, а 
member of the central committee and a 
career diplomat who speaks Chinese and 
spent several years in China. He is now the 
cuan of the Institute for External Re- 
lations. “You may choose your friends but 
not your neighbours,” he said. “The least 
we can say is that China was and is not a 
good neighbour. In early 1966 Deng 
Xiaoping told us insistently, ‘Cut your 
links with the Soviet Union and we will 
provide you with all the necessary military 
and economic aid to win the war.’ 


Deng: а bid for domination? 





“You can easily guess what would have 
happened if we had agreed to Deng's 
offer. We would have fallen under the 
total domination of China. Five years 
later, in April 1971 in Hanoi, [the late 
Chinese premier] Zhou Enlai told us: “We 
are ready to do everything and to make all 
sacrifices for your victory,’ Then, three 
months later in July 1971 [then United 
States secretary of state Henry] Kissinger 
arrived in Peking and on February 27, 
1972, Zhou agreed with the Americans — 
against our interests and our wishes — to 
keep two Vietnams. China never accepted 
the reunification of our country,” Binh 
said. 

He added: “We do not know what 
China’s real ideas are. Does it want an im- 
provement of relations with Moscow and 
to a lesser extent with us? Or is it.aiming, 
by negotiations with Moscow, to obtain a 
free hand for its dealings in Southeast 
Asia?” 
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INDONESIA 





No more highwaymen? 


The government finally closes a large number of 
weighing stations in a bid to stop resurgent corruption 


By Susumu Awanohara 

Jakarta: Indonesia's national security 
chief, Adm. Sudomo, head of an anti-cor- 
ruption drive launched in 1977, has been 
conducting surprise raids on highway 
weighing stations since mid-November 
aimed at stamping out rampant illegal fees 
levied on truck drivers who overload their 
vehicles. This is not the first time Sudomo 
has swooped on the stations and other 
likely sources of petty corruption — 
known here as pungli — but this time the 
campaign's success was assured by the 
closure of many of the stations. 

Sudomo began his latest anti-corrup- 
tion drive in Java, visiting weighing sta- 
tions unannounced with local law-en- 
forcement officials and catching offending 
station officials and truck drivers red- 
handed. Before the campaign. was 
launched, a whole schedule of illegal sur- 
charges was apparently in force at most 
stations, with at least some of the fees col- 
lected going straight into the pockets of 
station officials. After the campaign got 
under way, the illegal system was sus- 
pended. Violating truck drivers were told 
by station officials to reduce their loads or 
to take other roads. Some officials were 
disciplined or dismissed. Then Sudomo's 
drive was moved to Sumatra where he 
soon declared it à great success. But in 
mid-December the government finally 
closed down many weighing stations 
throughout the country. 

The government's move, ostensibly in- 
itiated by the Communications Ministry, 
came as a surprise to a public which has 
become cynical about the security chief's 
occasional bouts with pungli and which 
has even questioned the motives behind 
them. In early December, Sudomo said 
that the percentage of trucks travelling the 
nation's major highways overloaded had 


dropped from 80% to 2-3% as a result of 
his anti-corruption campaign. He said no 
more station officials were collecting 
pungli, bringing to an end the illegal fee 
Schedules. Observers were sceptical, to 
say the least, especially when Sudomo 
himself hinted that more drastic measures 
were being prepared against the stations. 

One local newspaper said in an edito- 
rial: “Айт. Sudomo has done well by con- 
ducting [the operation]. But how long will 
he be able to do that? He had done it be- 
fore. But as soon as he relaxed, the illegal 
levies thrived again. We are in need of a 
sort of permanent mechanism to deter and 
prevent officials and citizens from receiv- 
ing and giving illegal levies." Remember- 
ing that Sudomo's last major operation 
was in 1977 — as now, between a general 
election and a general session of the 
People's Consultative Assembly, which 
meets every five years to discuss basic na- 
tional policy and choose the president — 
some observers have felt that Sudomo's 
operation is designed only to convince the 
assembly that the government is con- 
cerned about corruption. Others point out 
that now is the time when cabinet minis- 
ters and other top officials tend to seize 
every opportunity to impress their pre- 
sence and worth upon the president who, 
after being re-elected, will form a new 
team to run the country for another five 
years. 


pi scepticism over corruption at 
higher levels is also widespread. The 
government has not been effective in deal- 
ing with high-level corruption. Since 1977, 
when Sudomo took charge of the anti-cor- 
ruption Operasi Tertib, or Operation 
Order, he has argued that he must start at 
the bottom with pungli because, though 
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* approach would be to. ‘reduce controls, 
though this view. was not aired widely. 
‘Leading businessman Probosutejo, Presi- 
dent Suharto’s half-b 

pressed best th 

approach when 
limits for trucks 
. drivers tend to overlo. 
not seem to suffer too much’ damage," 
Probosutejo was quoted as saying. 

The lifting of controls was finally taken 
in the end, apparently after some consul- 
tation with technocrats of the National 
Development’ Planning Council, Of the 
173 weighing stations scattered through- 
out Indonesia, 118 were closed. At the 
same time, the system of charging passage 
fees was discontinued. The 55 stations to 
remain open will be used only for spot 
checks against overloading. Limits have 
been raised from seven to eight tons. 

This solution was welcome to many who 
felt that perhaps now the government was 
taking seriously the advice that simplify- 
ing the bureaucracy, not complicating it, is 
the way to deal with corruption. As one 
World Bank document argued not long 
ago: “The only way to cut the Gordian 
knot is to eliminate the opportunities for 
corruption by greatly limiting the scope 
for officials to exercise discretion," rather 
than attempting to build further discre- 
tionary checks into the system. 

“The closing down of weighing stations 
has concerned provincial governments 
which have depended heavily on highway 
fees for revenue. Some have argued that a 
better solution to the corruption problem 
on the nation's highways would have been 
to raise station officials’ salaries to reason- 
able levels and increase highway fees to 
match the illegal fee schedules, 

Sudomo insists that his operation will be 
expanded to other sectors of the bureauc- 
racy. Asked which departments will be 
among his next targets, he said: “Just wait. 
FI announce [them] now, they will pre- 
pare for it.” But whether it is the tax, cus- 
toms or other offices issuing licences or 
dispensing public services 'the solution of 
simply eliminating the soi E 
поп — as Sudomo did wi 
weighing stations — - may 
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ne of Australia's. great newspaper- 
men has just retired at the age of 75 
ier 38 years in the trade: Reg Leonard, 
‘of Queensland Press, which 
the: Courier-Mail, the Tele- 
y Mail in Brisbane, 
"papers and the 
K-AK. * 
school in Mel- 
the | Christian 
Kilda (he is a year 
he won опе of the 
d state." scholarships 
ually— which I failed to do 
— and then four years later, when I was 


he started work as a lineage-paid 
Junior reporter. 
|- He was а parliamentary reporter in 
Canberra from 192610 1939. Like me, he 
didn’t havé-much affection for the then 
prime minister, Sir Robert Menzies, but 
| Menzies told one of his 
press-gallery ^ compani- 
ons that “the sun shines 
out of Reg Leonard be- 
cause he is so honest.” 
Reg left Canberra to 
"become a war correspon- 
dent in World War TE — 
first in Britain, then in 
New ‘Guinea during the 
Japanese invasion. And 
it was in wartime New 
Guinea that he was first 
responsible for launch- 
ing a daily newspaper. 
Не ‘suggested to the 
grumpy Aussie comman- 
der-in-chief that a daily 
“newspaper with home 
news would make Aussie 
troops happier. And so 
Guinea Gold was pub- 
lished — to the satisfac- 


















(don't laugh) a railway timetable clerk, . 





. HUGHES 









a кт Reg abo had 
TV in Brisbane, when from 1960 
he chaired a popülar prog 
the Press, once a week, H 
tough questioner of the visi 
and prime ministers, film b 


























ned and poe the question. | 
doubt that he could have defend Ihi 
self physically, 
During his 24 years in ri Brisb: 
the-administrator climbed on the she 
ders of Reg-the-journalist. In. 1958 
became managing director of the С 
рег 3 
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He also founded 
Queensland -Child 
Hospital Appeal bod 
1971 to improve hospit 
' conditions. In the рч 
years "that A h 
raised more» than A 
million; Reg was ñ 
“Father of-the. Year” 
1972. and will remai 
chairman of the appe 























tion of American as well 
as Aussie soldiers. It was 
Reg’s first venture into the publishing 
field. Й 

Reg never worked in the Far East — 
to his deep regret — but his Queensland 
papers are noted for their detailed cover- 
age of Asian news. I believe that — like 
me — he reckons Australia should try to 
join Asean. 

In London in 1952 he attended and re- 
ported the funeral of King George VI. 
As à humble Aussie, he hadn't come sar- 
torially prepared for the ceremony, but 
at the last minute, with Leonard re- 
sourcefulness, scissored black silk out of 
his waistcoat to.disguise his boomerang- 
throwing tie and substituted hotel black 
slippers for his brown shoes. 

He made newspaper history in Aus- 
tralia when his name was splashed over 
street-posters by The Herald in Mel- 
bourne because he had become the first 
Australian to get into Moscow after Sta- 










Leonard: honesty is the thing. 








despite his press reti 
ment. He himself h 
one daughter and two grarid-daugh 
(For once I have beaten him: T have б 
son and three grand-daughters. ) | 

In 1971 he was awarded the OBE for 
services to journalism and in 1972 t 
CMG. І hope he hangs on long enough 
to get the KCMG, so he will become de- 
servedly Sir Reg Leonard. 

(CMG, of course, means “Call Me 
God"; KCMG, “Kindly Call Me God,’ 
and GCMG, “God Calls Me God.") 

In an interview on his retirement, Reg 
admitted that, while always a journali 
he was “a believer in helping the under-: 
dog" and thought that “honesty is the. 
most important thing in life." I demand 
that he write his memoirs. : 

(Regand I are sometimes ii touch; bu 
I haven't seen. him for years and Fam i 
debted for many of the facts related here 
— somé unknown because of Regs 
modesty — to colleague Peter ш 
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Youde; Hongkong's financial centre: bringing influence to bear. 








Dengists win in Peking and experts get more say in London 


The pragmatists prevail 


By Derek Davies 





The first battle for 
Hongkong has been 


fought and won, 
though the cam- 
paign — the negoti- 
ations between 


London and Peking 
to decide its future — has barely begun. 
The primary disputes were between 
China's strongman, Deng Xiaoping, and 
those opposed to him within the party, the 
administration and the army on the one 
hand, and between British Prime Minister 
Margaret Thatcher and her Foreign Office 
advisers, on the other. 

Thatcher is still insisting that she must 
personally approve all messages from 
London to Peking and Hongkong on the 
matter. However, the officials now handl- 
ing the negotiations are gradually winning 
the Iron Lady round to accepting their ad- 
vice- Relations between Thatcher and the 
Foreign Office remain acutely strained; 
she despises the diplomatists, labelling 
them wets, a label used previously against 
various members of her Conservative 
Party, but turned against Foreign Office 
staff since their advice before and during 
the Falklands dispute proved so mistaken 
— at least in her view, By installing her 
staunch supporter, former envoy to the 
United Nations Sir Anthony Parsons, as 
her personal foreign affairs adviser, she 
harshly reduced Foreign Office access to 
her ear. 

However, many other foreign and 
domestic affairs claim her attention and it 
is reliably reported that, somewhat reluc- 
tantly, she has accepted that the Foreign 
Office is not automatically wrong on all 
issues and is beginning to accept advice on 
how best to tréat with China on the Hong- 
kong question. 








The Peking venue for the negotiations 
has helped the diplomats to bring more in- 
fluence to bear in formulating the guid- 
ance telegrams being sent to the British 
negotiator in Peking, Ambassador to 
China Sir Percy Cradock. The others most 
closely involved in advising Thatcher are 
the former governor of Hongkong, Lord 
MacLehose (one of the few diplomats to 
retain her respect), Assistant Under-Sec- 
retary of State Alan Donald (a former po- 
litical adviser to the Hongkong Govern- 
ment) and Robin McLaren, the present 
political adviser. They are supported by 
Minister of State at the Foreign Office 
Lord Belstead, who said recently it would 
be “highly desirable" if Governor Sir Ed- 
ward Youde took an active part in the 
talks at some stage. Youde is due to fly to 
London on January 21. 

Together this team musters a formida- 


ble amount of expertise on Chinese affairs | 


and the extent of its success in persuading 
Thatcher to change tactics was clearly in- 
dicated last month when Belstead arrived 
in Hongkong for consultations with mem- 
bers of the Hongkong team and Cradock, 
who flew in from Peking. At his press con- 
ference, Belstead resolutely refused to be 
drawn on the question of the three treaties 
which established Hongkong, which 
China has consistently called unequal 
treaties. His attitude was in stark contrast 
to Thatcher's repeated insistence on the 
treaties’ legality, which had.so infuriated 
Peking. “We are not here to talk about the 
past,” Belstead said. “We are here to talk 
about the future.” 

Meanwhile, in Peking, Deng and his fel- 
low pragmatists have equally clearly won 
their victory over those elements in the 


party, the administration and the armed | 


forces who oppose Deng’s line of liberali- 








sation both of China’s political and 
economic systems and his conduct of 
China’s foreign relations — policies finally 
enshrined in the new state constitution. 
Thus the prospects of actually reaching an 
agreement which will enable both parties 
to achieve the aims agreed in Peking by 
Deng and Thatcher — of preserving 
Hongkong’s stability and prosperity — 
have been immeasurably improved, 

For several weeks now, there has been a 
noticeable lull in the vaguely threatening 
statements on Hongkong and the various 
scenarios of its future which were being 
voiced by Chinese officials last Novem- 
ber, often at a high level. Chinese Premier 
Zhao Ziyang has actually gone so far as to 
assure two visiting Hongkong property 
developers that China has no intention of 
altering the status of Hongkong before 
1997. This assurance was repeated by Liao 
Chengzhi, the director of China’s Over- 
seas Affairs Office, who had previously 
been responsible for several of the more 
threatening remarks about China taking 
over Hongkong. What is being said by Pe- 
king about Hongkong now is full of sweet- 
ness and light. 


he inescapable conclusion is that Deng 

himself sealed his victory over the op- 
position at the fifth session of the National 
Peoples’ Congress (NPC, or parliament) 
last month. The NPC adopted a new con- 
stitution which, while it did not directly al- 
lude to the problems of Taiwan, Macau 
and Hongkong, ruled that the state “may 
establish special administrative regions 
[SARs] when necessary.” 

Although the constitution’s inclusion of 
SARs does not specifically answer any of 
the questions which still hang heavy on 
Hongkong minds, such as how social and 
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Zhao; development in the New Territories: ‘laws in Hongkong. . 
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economic freedoms will remain intact, it 
does authorise the NPC to endorse what- 
ever arrangements are eventually reached 
through the negotiations. An intefesting 
sidelight was cast by the pro-Peking Та 
Kung Pao's English-language weekly on 
Article 31 which stated: “The systems to be 
instituted in SARs shall be prescribed by 
law enacted by the NPC in the light of spe- 
cific conditions." On December 9, 1982 
Ta Kung Pao commented: “This has been 
interpreted by some observers in Hong- 
kong as if the NPC would be drawing up a 
whole set of laws for such regions. A care- 
ful reading will show that the NPC is called 
upon only to enact or give lasting legal au- 
thority to whatever final settlements [are] 
reached on maintaining the present sys- 
tems, but not to draw up and enact a whole 
set of statutes for such regions. This provi- 
sion certainly does not contradict Liao 
Chengzhi's views that the laws in Hong- 
kong . . will remain basically un- 
changed." 

Article 32 of the constitution further 
stipulates that “the People's Republic of 
China protects the lawful rights and in- 
terests of foreigners within Chinese terri- 
tory," adding: "While on Chinese terri- 
tory, foreigners must abide by the law of 
the PRC." Thereafter, Zhao gave his as- 
surance that Hongkong's status would re- 
main unaltered until 1997, after which 
date it will be constitutionally possible to 
establish a new administrative zone which 
would allow Hongkong to be run very 
much along its present lines, with local 
people taking a far more powerful role in 
its administration under the ultimate 
sovereignty of China. 

The existence of powerful opposition to 
Deng's policies, particularly in the army, 
has been plainly revealed by his continued 
programme of purging the party and the 
administration of those who still look back 
with nostalgia to the Maoist era and its re- 
volutionary purity, and by episodes such 
as the publication in the Liberation Army 
Daily of August 28 of an article overtly 
critical of Dengist policies, an article 
picked up and printed by the Liberation 
Daily in Shanghai. This attack on the 
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“erroneous viewpoint of ‘bourgeois 
liberalisation” was published on the eve of 
the 12th party congress. It was not until a 
month later that the two publications pub- 
lished lengthy recantations and self-criti- 
cisms. 

Hongkong, however, provided Deng* 
leftist enemies with an issue tailored to 
their needs. It involved the most emo- 
tional appeal not only to the Chinese na- 
tion but to the whole history and purpose 
of the communist party, involving as it did 
both the sacred task of re-establishing ter- 
ritorial integrity and the equally important 
national duty of ridding China’s soil of 
usurping foreigners. 

Deng probably realised how potentially 
vulnerable he was on this issue in 1979 
when MacLehose is reliably reported to 
have asked him whether it would be possi- 
ble to re-negotiate the lease on the New 
Territories — comprising the Kowloon 
Peninsula hinterland and Outlying Islands 
— which had been consistently denounced 
as “unequal and therefore invalid.” Deng 
reportedly rebuffed MacLehose, though 
he did give him the classic reassurance that 
investors in Hongkong should “put their 
hearts at ease.” 


Tis question was raised again in April 
1981 when the then British foreign sec- 
retary, Lord Carrington, went to Peking. 
Under instructions, he pressed the matter, 
reflecting the growing realisation by the 
Hongkong Government and the mercan- 
tile community that some clarification of 
the future would be increasingly necessary 
as 1982 approached. Fifteen years is the 
period over which the accountants and 
lawyers, whose advice weighs heavily with 
businessmen, deem it necessary to amor- 
tise a heavy investment. Further, certain 
government projects, such as a new air- 
port, needed à future longer than 15 years. 
Such a project could not be completed be- 
fore the early 1990s, and it was hoped to fi- 
nance it by filling in the bay adjoining the 
present airport and auctioning off the land 
— sites which would attract few buyers in 
the mid-1990s if 1997 was still the cut-off 
date. More importantly, Hongkong offi- 








cials recognised that commercial loans for 
such a project before the 1997 question 
was settled would reflect, through high in- 
terest rates, the political risk involved. 
Understandably therefore, the govern- 
ment was anxious to avoid pushing the un- 
certainty оу the territory's future into 
such a critical light. But Carrington made 
little progress, apart from a repetition that 
Hongkong and those who ifvested in it 
should still keep their hearts at ease, and 
that the British should not worry. 

However, in January 1982, when the 
then deputy British foreign secretary 
Humphrey Atkins again mentioned the 
matter in Peking, Zhao was more forth- 
coming: he said that it was in the interests 
of all parties that Hongkong should con- 
tinue to function as a free port and as an 
international finance centre. However, 
China had established two firm principles 
from which it would not depart — that the 
treaties which had established Hongkong 
were not recognised by Peking and that 
China was intent on establishing the fact 
of its sovereignty over the territory. In 
other. words, the Chinese leadership had 
recognised the nature and extent of the 
problem, but had not yet made up its mind 
and established a policy — or at least that 
was the impression which Zhao wanted to 
give. 

It seems most likely that an approach 
was finally approved at the sixth party 
plenum in June 1981 which also finally re- 
pudiated many of the policies and actions 
of the late chairman Mao Zedong. Evi- 
dently this plenum laid down policies on 
such “overseas” territorial matters and did 
so along new, liberal lines. Subsequently, 


| in October 1981 the chairman of the 
| NPC's standing committee, Ye Jianying, 


made public China's nine-point approach 
to Taiwan, offering an unprecedented de- 
gree of autonomy to the island in the event 
of reunification (REVIEW, Oct. 2, '81). 
The months that elapsed between the 
party plenum and Ye's offer probably re- 
flected ‘differences between the prag- 
matists and their opponents which ran 
even deeper because they involved what 
the hardliners regarded as unacceptable 
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rthrow of imperialism and capitalism) 
газ inextricably intertwined with Chinese 
Patriotism — with the task .of ridding 


ised, therefore, that when it became 


larification of Hongkong's. future, and 
that Deng was determined to reach ап ar» 
rangement which would enable China to 
go on benefiting from Hongkong (to the 








.Deng's radical enemies realised that 
was .an.issue on which he was vulnera- 
€ and on which they could appéal to the 
eep streams of patriotism which flow in 
€ veins not only of Chinese communists 
ut of every Chinese aware of the 
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ngkong was an issue. on which the 
Aaoists.could marshal support from 
зу elements within the party leadership, 
ticularly the. veterans of the Long March 
d spent. many years throwing the 
gners out.of China, and elements in 
‘army. who, already. disappointed with 
е low priasity accorded to the moderni- 
on of China's defence, still regarded 
€ achievement of total territorial inte- 
y.as their primary duty. 
h military men who learned, under 
s leadership, that power grows out of 
barrel of a gun, have little feeling for 
complexities of a market economy and 
ch contempt for capitalists. “Boot 
out,” they have been heard. to.say, 
ind they will come-running back if of- 
red the chance to make more profits." If 
kong had prospered under ¢olonial- 
ey argued, there was no reason why 
ld. not prosper. under Chinese 
vereignty. - ў 
Deng was still vulnerable to. internal 
iticism, particularly since Ronald 
gan had become president of the Unit- 
,States and was committed not to 
ywngrade US-Taiwan relations. Deng 
thus in no position to be sniped at 
rther for being soft over.the Hongkong 
че. At the same time; his stated inten- 
to retire along with other senior lead- 
$, tothe "second rank" to give younger 
nen like Zhao more responsibility, was 
running into trouble because of continued 
sition from military commanders and 
rs to the rightist policies Zhao was 
ying out under Deng's aegis (REVIEW, 
"eb. 12, '82). Zhao was still relatively new 
y his job, and the. pair had not. yet had 
time to remove all elements of the opposi- 
ion from the most senior posts inthe 
party, the administration and in the armed 
forces and were still.far from placing their 
. теп in key positions throughout the pro- 
*: vinces of China. . ; č 
= -Deng’s enemies. could..not, however, 
contemplate the traditional method of rid- 
с ding China of the foreigner — by-armed 
force. The alternative was obvious; and 





















rxism-Leninism (itself dedicated to the - 


“hina of the presence of foreigners and of 
l foreign interference. It can be sur-. 


nown that fhe British were asking for a. 


xtent calculated by Dr Y. C. Jao (page | 







China after her talks with Deng. 
sequently in Hongkong could no 
been better calculated to aid the anti« 
Deng cause. She repeatedly. insis 
the treaties, forced upon China by 
périal power determined to ensure. 
kets for its opium trade, were legal 
binding, and affronted Chinese pride 
insisting that'any nation which abrogated 
“one treaty could not. be. trusted to keep 
other treaties. Thus she placed powerful 
weapons.in the hands of Deng’s enemies. 
As soon as Thatcher had left, Deng’s 
enemies intensified a classic United Front | 
campaign. For several months prior to her 
arrival in China, Hongkong comfatrióts, 
ranging from rich property developers:to 
leftwing circles, had been summoned to 
Peking for consultations, a process step- 








































ped up after her departure. The so-called 
fat-cat capitalist entrepreneurs were in- 
formed not only of their duty to continue 
investing in Hongkong and in China itself, 
but were assured that they would be able 
to go on making large profits. (The pro- 
pensity of the fat cats to таке appro- 
priately patriotic noises.to the representa- 
tives of the Dragon Throne only to pick up 
the telephone and order their lieutenants 
to sell out and get into US dollars both in- 
furiated Peking and confirmed their dar- 
kest suspicions about capitalists, ) 


eanwhile, unnamed Peking officials 

were putting out the threatening sce- 
narios designed to shake confidence. in 
Hongkong, thus reducing its usefulness to 
China and so minimising the reasons for 
Peking continuing to tolerate a foreign ad- 
ministration: Peking. was to place its own 
cadres in every Hongkong Government 
department; the governor — a Hongkong 
Chinese — would be elected, but subject 
to Peking's approval; the Hongkong dol- 
lar would disappear, for there was по rea- 
son why an integral part of China should. 
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vital role they could play in the Ho 
of the future. This.campaign fitted neat! 
into the United Front tactics;of Deng’s 
enemies —- though Xinhua's role. was 
more likely to have been designed to serve 


y-| Deng's ends. By propagating the part 


Hongkong belongers (апа even; some 
British civil servants) could play, they 









sovereignty and at the sam e making 
provisions for the preservation of Hong- 
kong's prosperity. ; 

These tactics nevertheless helped inthe 
process of alienating the people of Hong- 
kong from its present government. The 





task was.made easier by. the fact that the 
new. governor, Youde, was deliberately 
adopting a low profile and was-making it 
quite evident that he had no intention of 
attempting to fill the shoes of his popular 
and cliarismatic predecessor. 

Above all,.the campaign appealed to 
Chinese patriotism. How could anyone in 
their senses argue that British colonial of- 
ficials could run Hongkong better than 


| Chinese? Even the example of Singa- 


pore’s success was'cited, though that argu- 
ment was irrelevant, simply because Sin- 
gapore is an independent country. A trap 
awaited all Hongkong Chinese -— in other 
words the huge majority — who: wanted 
the status quo то continue, for how could 
any Chinese positively wish to be ruled by 
foreigners? The ttap was based on the fun- 
damental dilemma of the. majority of the 
people of Hongkong who do not: wish. to 
Бе ruled by foteigners but, тоге import- 
antly, do- not: want to live under com- 
munism,- 3 uos o T ; 

Thé arguments alsó ignored the import- 
ance of the British connection: Ironically, 
this is a tenudus- point; for Hongkong has: 
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i ‘legates to the 

NPC gathered in Pe to adopt the new 
constitution. D. 


NYK does a pretty brisk 
business in containers. In fact we cur- 7 
rently run 17 container lines all over the world. he usua 
traffic: TEU's and reefers. We also carry some unusual con 
tainers too. Special containers that accommodate such dive 
cargos as livestock, bulldozers and soy sauce. So if you have 
a special cargo that is a bit out of the ordinary. Something. 
that needs extra special care, give us a call, we’re sure we ca 
help you. Because we’ve been pleasing customers like yourse 
for the past 97 years. 










ДОП. 
Hongkong’ s ААТА status. "ре | 
ponents are still around and pre 
will still be around: after he has e 
scene. p^ 
^ Further, his victory was timely: ahd 
could represent a clever tactical move by 
Deng who is, it goes without saying, a 
good nationalist who wants to obtain for 
China the best possible terms in any deal. 
The Hongkong situatión was in danger of 
getting out.of control: Not only was the 
“golden goose getting thinner, but there 
. Was an increasing danger-that the. people 
of Hongkong would take the advice of 
such people as MacLehose and make their 
voices heard — either, as they did in 1967, 
by expressing support for the Hongkong 
Government through statements put out 
by a wide range of local organisations, or 
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Fem Soo oe ae 
inorder to take 


order to advance. 


Nevertheless, the first battle is likely to 
prove the vital victory in the campaign for 


‘Hongkong, for the passage of time can 
only weaken Deng's enemies and allow 


him and Zhao to ensure the continuity of 


China's present  pragmatic, liberal 
policies. Indeed, in this sense, the British 
show evéry sign of not realising the true 
long-term strength of their position. 
British officials say in private that while it 
is important not to repeat Thatcher's error 
of harming China's "face," Peking must 
also realise that Britain too has a "face" to 
preserve — that the Chinese must take ac- 
count of Britain's desire to leave behind a 
Hongkong it can be proud of, a sort of last 
successful monument to empire. 

Such an attitude is unnecessarily nega- 
tive and nostalgic. In many senses much of 
Hongkong represents the future for a 
China committed to achieving modernisa- 
tion by encouraging the emergence of a 
parallel market economy within China it- 
self. Hongkong, like East Asia's other 
modern cities, represents what Shanghai 
might have been. It is a city for which the 
British have merely provided an adminis- 
trative framework, within which their 
Chinese compatriots have grospered and 

modernised. In that sense, Hongkong rep- 
resents the future, the teaspoonful of 
yeast whicl®people who think like-Deng 
hope will help speed the fermentation of 
the dough-like Chinese economy. 

The new constitution thus enshrines 








Thatcher: defending the indefensible. 


Deng’s defeat of his opponents. Their 
voices have been silenced and the united- 
front campaign has ground to a halt. 
China has stated clearly that it con- 
templates no change in Hongkong’s status 
until 1997. The negotiations to decide how 
it can continue in prosperity and stability 
thereafter, though undoubtedly under 
@hina’s sovereignty, can continue in the 
confidentiality which Thatcher desired. It 
only remains for her to be fully and finally 
convinced by her advisers. , 
Thatcher's advisers, pressing her to 
adopt a less bellicose approach, would 
азо have preferred her to have 


A meeting of minds 
and pressure points 


By Mary Lee 


The 1997 problem 
has inspired the for- 
e. mation of a new li- 
5) mited. company іп 
g^ Hongkong called 
ó» | BN Meeting Point. Its 
business is solely 
political (registration under the com- 
panies' ordinance allows such organisa- 
tions to be formed without having to pass 
otherwise lengthy scrutiny by the Special 
Branch). The founder members and main 
supporters comprise prominent social ac- 
tivists. 

These youthful leaders of various pres- 
sure groups decided to go beyond the tra- 
ditional sectoral lines of activities (in 
housing, labour and transport fields) and 
join with friends and local tertiary institu- 
tion members to tackle thé problem of 
Hongkong's future. The group's vice-chair- 
man, Yeung Sum, an active social worker 
before he became a lecturer — in social 
work — at Hongkong University, said the 
1997 problem was too broad for existing 
pressure groups to handle individually. 

Asked if Meeting Point was a united 
front of potential politicians, Yeung re- 
plied: “We hesitate to be leaders in this 
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issue. We picked a name like Meeting 
Point to show that we are an opinion 
group which seeks to cooperate with other 
groups which have shown а deep concern 
over the 1997 issue. If a united front is 
necessary, it will emerge, but that's a pro- 
cess which cannot happen overnight. 
What we intend to do is to organise public 
forums to discuss the political structure, 
economy, social welfare and law of Hong- 
kong." 

Meeting Point's chairman, a young 
businessman called Lau Nai-keorig, said 
members — now averaging 32 years of age 
— will be limited to about 30. The issue of 
1997, he implied, should be discussed only 
among trusted people. Meeting Point's 
position on the 1997 issue is that 
sovereignty belongs to China; that self- 
rule (as proposed by top Chinese officials 
for Hongkong after 1997) is workable, and 
that before sovereignty is handed over to 
China there must be more public partici- 
pation in the governance of Hongkong. 

The group issued an eight-page pam- 
phlet at its inaugural meeting on January 9 
proposing that the currently all-appointed 
Legislative Council be renamed a city 
council, that its members be clected and 


as a not very valuable vestige of th 
colonial era from which London reaped 
no profits. The ball would thus be in 
China's court, since it is Peking that has 
everything to gain from Hongkong's post- 


validity of 
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1997 continued stability and prosperity. 

Instead, Thatcher's insistence on the 
the indefensible treaties 
(though she conceded that these could be 
“varied”) and her assumption of responsi- 
bility for the welfare of the people of 
Hongkong put her in the position of a 
supplicant asking for an extension of the 
lease, an outer barbarian seeking benevo- 
lence from the Dragon Throne. Peking 
was thus able to vent its disapproval of her 
overly legalistic, imperious approach, at- 
tacking the treaties as unequal and em- 
phasjsing the righteousness of China’s 
claim to sovereignty and to responsibility 
for its compatriots in Hongkong. 

On the other hand, ex-lawyer Thatcher 
had a point: her position served as a re- 
minder that, as things stand, London re- 
gards itself as bound by the treaties, and 
thus wbuld be required to vacate the New 
Territories in 1997. That must mean that 
Britain would vacate the whole territory, 
for all are agreed that Hongkong Island 
and the Kowloon peninsula alone would 
not be an economically or administra- 
tively viable unit. Thus, if Peking wished 
the British to play any role after 1997, it 
was up to China to agree to conditions 
which would make that possible. 





Lau: a meeting point of the trusted. 


that they should, in addition to their legis- 
lative powers, endorse appointments of 
senior civil servants. The city council 
chairman. — elected by members — 
should be Hongkong's representative to 
the National People's Congress (parlia- 
ment) in Peking. 

Meeting Point also suggested that 
China's state constitution should specify 
that Hongkong is a special administrative 
region, whose administration would be 
under the charge of a locally elected 
mayor who would have to be endorsed by 
Peking. 
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By David Bonávia. 
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; was Sla 
HE by Норка. | ssman Gor- 
don Wu as saying: “Your investments in 
China are guarante he investments 
you have in Полена g also’ have no 
problems." 

Observers: believe: that Peking recog- 
nises it overreacted to Thatcher's ill- 
judged attempt to make a stand on. the 
validity of the three 19th-century treaties 
establishing British rule over Hongkong in 
successive packages. However, officials at 











Having саву accepted that Hong- 
kong should be a special administrative re- 
gion, Meeting Point appears to be recom | 
mending “that. some of. these: political 
changes be implemented before 1997, But 
while its proposals in the political arena —- 

. including the maintenance of free speech, 
"free press, freedom. of movement and 
existing civil rights are relatively cón- 
crete, its ideas: on Hongkong’s future 
legal, economie and social . welfare 
framework: аге гаї best embryonic, pro- 
gressing little beyond the existing systems. 

However, as Lau himself said, “1997, 
when self-rule is supposed to come into 
being,” is d4-and-a-half years away. We 

. eant really. say now what will happen 
then.” A guest speaker, political science 
lecturer Cheng Yu-sek, said: “The people 
го Hongkong need time to learn to govern 
| the territory, Тһе United Kingdom's co- 
| | operation is essential [between now and 
-1997]. But, even. without the problem of 
1997, there must be.political and adminis- 
trative changes towards self-rule any- 
way: 

Bearing i in mind that Hongkong i is now 
in an unusual position =- having been vir- 

“tually promised self-government by Pe- 
king officials — Meeting Point, like all the 
other.groups which have expressed con- 
cern over the territory’s future, still has a 
long way to go before и develops into a 
movement which could present itself as an 
alternative government to.the existing 

, British administration. 
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tion would have to go. 
Another delegation — consisting of. 


; Hongkong industrialists — had reported 


similarly conciliatory statements made by 
Liao Chengzhi, China's top expert on 
Overseas Chinese affairs. Liao was 
quoted.as having said that there would be 
no takeoverof Hongkong by China before 
1997, that integration of Hongkong into 
the mainland could take centuries, and 
that restrictions on people from the main: 
land.entering Hongkong would remain... 
Liao, a vice-chairman of the National 
People's Congress and head of the Оуег-. 
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trators might be changed. China w 
take over responsibility for Hongkon 
foreign relations and defence — wh 
present are looked after by Britain. 

The storm aroused by Thatch 
on the treaties is thought by. some 
ified observers to have provide. 
strongman Deng Xiaoping. wi 
thing of a smoke-screen behind wh 
па з aides work out concrete; 
for the eventual transfer of sovere 
an orderly manner. 

Little progress is believed te 
made so far at the Peking talks betw 
British Embas: t 




















created a hiatus. The Chin 
case, has.so far been mainly s 
known. official. formulations. of Chi 
position. 
Throughout the alarms. and. di 
of the autumn, senior ‘officials i 
Guangdong gnd Peking retained an up 
beat attitude towards progress in the deve- 
lopment.of the special economic zon 
Shenzhen and Shekou near the Hongkong 
border. The success or failure of th 
zones willbe important asa marker fo 
likelihood of smooth relations betwe 
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" e. 
Ren; Bank of China in Hongkong: a prosperous Hongkong will help modernisation. 


Hongkong and the mainland until 1997 
and beyond. The official Canton media 
disclosed last summer that *some people" 
were opposed to the zones on the grounds 
that they entailed duis: d of things 
foreign" — а battle slogan of the erstwhile 
Gang of Four in opposing imports of ad- 
vanced Western technology. 

In August, Guangdong province’s first 
party secretary Ren Zhongyi told Wu that 
“a prosperous Hongkong is beneficial for 
the Motherland’s Four Modernisations 
drive.” Radio Canton quoted Ren as 
saying: “All patriotic figures and friends in 
Hongkong should be full of confidence in 
the Motherland. We should be a bit more 
far-sighted.” 

The December issue of the Hongkong 
magazine Cheng. Ming, which built its 
reputation as a Dengist organ in 1978-80, 
quoted a Peking source “who has certain 
contacts with the relevant authorities” as 
accusing the Hongkong Government and 
big corporations of trying to put pressure 
on Peking by manoeuvring the stock and 
financial markets “to enable the British 
side to win the initiative in the Sino-British 
talks and to maintain the status quo [that 
is, continued British rule]." 

Some observers, however, argue that 
Peking’s so-called conspiracy theory 
about the forces behind the stockmarket 
plunge is at best propaganda, the purpose 
of which is to play down Peking’s own role 
in precipitating a collapse of share prices 
with its sharp responses to Thatcher's re- 
marks on the treaties and confusing state- 
ments from Chinese officials about recov- 
ering Hongkong. 

To substantiate this. view, observers 
point to а speech in November by the 
chairman of the pro-Peking Hongkong 
Chinese General Chamber of Commerce 
which criticised the government's past 
policies of excessive land prices, excessive 
inflation and excessive social welfare 
which had reduced the competitiveness of 
Hongkong export prices. The speech, 
which sources say was written by Xinhua 
officials in Hongkong. was intended to 
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cast doubt on the British administration's 
role in promoting the territory's prosper- 
ity. Propaganda of this sort is understand- 
able, observers say, given the public's lack 
of confidence in Peking's comprehension 
ot how Hongkong works. 


Qe Cheng Ming's source also 
criticised the Hongkong and Shanghai 
Banking Corp. for announcing that repay- 
ment terms for housing loans would be 
raised to 20 years, “without consulting the 
Bank of China." The-criticism, however, 
was on the grounds that the Bank of China 
and other mainland-linked banks in 
Hongkong had all along intended to take a 
similar step. The Peking source said that 
their initiative had crumbled because of 
the Hongkong Bank's action. “Ву doing 
so, the Hongkong Bank intended to indi- 
cate that it was more concerned about the 
prosperity and stability of Hongkong than 
other people. However, in view of the 
overall situation, the Bank of China still 
supports the plan of the Hongkong 
Bank." (After the Hongkong Bank's 
initiative, the Bank of China in Hongkong 
met representatives from local industry to 
discuss proposals of cheap loans to the 
local manufacturing sector.) The Cheng 
Ming article also demonstrated how Deng 
has used the storm aroused by Thatcher's 
remarks as a smoke-screen behind which 
he and his colleagues have worked out a 
Hongkong policy designed to protect 
China's interests (and thus protect Deng 
from his opponents' attack) while preserv- 
ing both confidence and the capitalist sys- 
tem. 

Referring to Cheng Ming's earlier re- 
ports of a speech by General Secretary Hu 
Yaobang which appeared to favour a new 
lease for Hongkong on the lines of the 
foreign concessions proposed by Lenin in 
the Soviet Union during the 1920s’ New 
Economic Policy (REVIEW, Sept. 17, '82), 
the Cheng Ming writer asked his Peking 
source: "It now seems that this [lease sys- 
tem] question is no longer mentioned, is 
it not?" The source answered, simply: 











"Yes. It is very difficult to realise it." 

The article was also critical of a People’s 
Daily article published on November 6 
which implied that the class struggle 
should be waged against *some people" be- 
longing to the bourgeoisie after Hong- 
kong had been recovered. It was inap- 
propriate to give the impression that the 
class struggle waged in a socialist state 
"can be applied in Hongkong, which prac- 
tises capitalism" (and the rider was added 
that the capitalist system would be pre- 
served "for at least a considerable 
period"). Evidently, “some enlightened 
and wise leaders had not gone over this 
editorial,” Cheng Ming deduced, “it being 
illogical and self-contradictory.” 

The Peking source was quoted as saying 
that China will not change its policy of 
“one state, two systems” when Hongkong 
is re-integrated — that is, the capitalist 
system will be retained. Further, Chinese 
and Hongkong municipal flags will fly side 
by side, a Hongkong belonger will be 
made governor, and a mayor can be elect- 
ed by indirect representation. 

The Hongkong special administration 
would have greater powers than the au- 
tonomous regions such as Tibet and Inner 
Mongolia, though these would not extend 
to foreign relations or defence, and Hong- 
kong's status as a free port and financial 
centre would be retained, the magazine 
reported. This is now known as the 16- 
character policy — regaining sovereignty, 
preserving the original system, practising 
self-rule by Hongkong people, and main- 
taining prosperity and stability. 

Summing up the state of process of re- 
thinking by Peking, Cheng Ming con- 
cluded: “What is important.is to take ac- 
tions which can evoke the confidence of 
the people. With respect to the paragraph 
in the People’s Daily, it would have been 
better not to have published it.” It added: 
“Viewed from this editorial, the problem 
China will face after the recovery of Hong- 
kong will not be as simple as was originally 
reckoned.” 


(Continued: page 37) 
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Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economie, social and potitical realities 
of Asia at your firigertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section; namely ASEAN and Fishing. You 
will find familiar chapters and features “as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body. of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy апа infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did it 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW'S cor- 
respondents. provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo; Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
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give you Asia as only the Far Eastern Economic Review 
can. 
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ut of the communist way of life, plus 
legal immigrants of the late 1970s. How- 
ese view of the 1997 problem is particularly 
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relevant, partly because the community lost a great deal of as- 


‘Le Hon-tong, chairman of 
Unisouth and South Textiles, 
had planned to stay in Hong- 
kong for only six months when 
he left Shanghai in 1948. 

$We felt an emergency 
coming. We wanted another 
‘foothold outside China so that 
if anything did happen, we had 
another base. We took HK$2 
million [then worth about 
US$500,000] out — a fractional 
amoünt. We thought China 
was undergoing just another 
civil war, thàt we could return 
to Shanghai when it was over. 
Boy, were we mistaken. 

The northerners who are still 
in Hongkong — most of the 
people who started industry 
here — have no personal ex- 
perience of physical suffering 
under the communists, only 
emotional suffering because 
we heard a lot about the terri- 
ble things happening in China 
to our friends and relatives. 
Many industrialists who had 
stayed in Shanghai after the 
communists took over commit- 
ted suicide — they. coüldn't 
stand the persecution. ` 

If Peking says it wants to 
take Hongkong back in 1997 
[as it has], it will do it. But I 
don't think it will take over 
Hongkong the way it took over 
Shanghai. The communists 
must have learned a lot during 
the past 34 years. They were 
full of ideological fervour when 
they took over Shanghai. They 





will take over Hongkong in a 


much better way — how much 
better 1 don't know, but cér- 
tainly not as rough as they were 

in Sanaa 





would. real 


‘needs 





sets 34. years ago, but also because if these people lose their 
..nerve and abandon Hongkong a major pillar of the manufactur- 
: ing sector would be removed, with possibly catastrophic effects. 


After the Gang of Four, the 
Chinese Government — has 
changed so much. H China 
keeps on its present. track, by 
the time it recovers Hongkong, 
life will not be as intolerable as 
people imagine today. The 
leadership realises that if i 
sticks to 





drain, They | 
form of private ownership and 
of freedom so that people will 
be willing to work hard to im- 
prove their own standard of liv- 
ing. 

I don't think Hongkong 
the British, if. the 
Chinese Government can put 
up with the sort of system 
which exists now. Communist 
ideas and politics would kill the 
Hongkong system. As long as 
Hongkong can enjoy freedom 
of movement of the person and 
of assets — the most important 
element — then it doesn't mat- 
ter whether the British are 
here; If Hongkong сап still 
have the same sort of freedoms 


after 1997, then I don't see why 


my grandchildren should ‘not 
have a future here. —— 

Of course, ме would like 
things to remain as they are, if 
not forever, then for the next 
50 years. We are looking for a 
better world for the younger 
generation who have no idea of 
Shanghai. 

Many older people here 
hope to die before any drastic 


sup d take place. The trous. 
| asin Britain 


ble Hongkong 
havent enough exp: 


















f 





© The widespread opinion is strictly negative: no in 
from Peking, no socialist ideology. Some are more 
than others thát the communist leaders" promises a 
taining Hongkong's economic and social system are hollo 
they point to the way the communists took over Shang 
1949. The leadership's promises then — that indust 
continue to operate — were not kept, as it launched aca 
labelling them running dogs and exploiters of the peo 
: Few industrialists, however, would detail thé persec 
suffered. They smile cryptically when-asked to commi 
king s view that Shanghai today is well run by the c 


































“All they've done well is to wipe out prostituti 
aid one ex-Shanghai textile manufacturer — 
's reputation as China's Si 


rave 
them, confirmed the 


ing to be quoted. 


А 


Alex Woo, executive director ` 


of Central Textiles (started by 
his father), says he cannot 
understand why people who 
have no confidence about an 
acceptable solution ^ being 
found to. the 1997 problem 
should be in Hongkong 


€ 
I think we hould try to 
organise ` 1 


s and work 


because what we should b 
talking about is not politics but 
a free-enterprise system which 
works. I don't agree that a con- 
tinued British presence is the 


„only guarantee of preservation 


of the system. Sure, somebody 


must have the final say, but it 


doesn't have to be Whitehall or 
someone appointed by Peking, 
Who can riever be his owr man. 

It is obviously difficult to have 


faith in unknown factors, but.| 1 
With a 15-year transition, a 
leader will emerge. 


The pessimists have a major 
problem: they'have no identity 
— with China or Hongkong. 


They care only for themselves, 
"for the kind of things they now | 


enjoy. These people look at 
Hongkong only from the profit 
angle, which means they are 
going to. have problems be- 
cause there's bound to be a 
fairer distribution of wealth. 
| Fm sure even workers here 
do not want the communist sys- 
tem. If they do, they can walk 
across the border now. And if 
they want a welfare state such 
are they willing to 
pay 3096 income tax and prob- 


manage this place, hence the | ably suffer much higher un- 


employment? 
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, particularly to China in гесе 
ismal track record: of g 
ideological bureaucrats Undoubtedly, many ir т 
be able to leave Hongkong should China lurch léftwards 
path of modernisation and liberalisation of the econo 
another'period of political instability. The REVIEW sought th 
views of several leading Shanghainese industrialists, but on 
two first- and second-generation textile industrialists were wi 
























Chinese people have névér. 
been capable of ruling th 
selves, except by force. This is 
a chance for us to learn to rule 
ourselves in a fai? manner - 
not through nepotism or cor 
nections. | 
When my family first c. 
to Hongkong, this was a far 
prosperous place than S 
hai. With the present С 
leadership, we've passed all 
turbulence of the early 
and the Cultural Revolutioi 
but people here still hark bac 
to those times. The pres 
leadership is moving in: 
right direction, so let's giv 
them a chance. 

In Shanghai, pre-Liberatiot 
the competition was not on: 
-fair or friendly basis. Tho: 
who s wealth got more, 






































| still stand a chance, and to s 










: ain if you don't ha 





on top here, you have g 
keep improving your methods 
[don'tagree that without th 
British Hongkong would be 
engulfed i ina tidal wave o 
ruption. Corrüption was i 
‘ent to my father's generatio 
My children’s generation wi 
have a different attitude - 
better moral conscience. ^ 
But all these problems nee: 
people who are committed to. 
work them out. 
The minute this place 
communist — or for that m 































Traditionally, -the 
€ 4 role of Hongkong in 
financing. China's 
modernisation: has 
been discussed in 
terms of the hard- 
currency | earnings 
h | Hongkong. contributes. to China. 


ibution must Coat a key einer. н 
my contention that the traditional ap- 
ch is too simplistic. In particular, I do 
ish to convey the one-sided impr 
n that China is financially dependen 
gkong, but rather to examine Hones 
ng's role in a context of mutual depen- 
се and interaction. 

though. comprehensive and detailed 
fficial balance-of-payments data: donot 
et exist for either China or Hongkong, 
ible trade statistics are reasonably 
dequate and reliable. The trade balance 
remained in China's favaur since 1952. 
1950-51, Hongkong enjoyed а tempor- 
"surplus, due. mainly to Chinese 
piling fter the outbreak of the Ko- 



















ed Nations embargoes came into full 
» Hongkong’s exports to China 
ч 
a. dwindling to. almost nothing by 


ed to seek rapprochement with the 
and Japan, Hongkong's exports to 
, Also: reversed their previous 
rend and grew. dramatically. By 
|, domestic exports had increased by 
һап 300 times, while re-exports had 
ed by more than 70 times in value 
: However, 
y low base, this dramatic growth was. 
hot sufficient to make a significant im- 
on the trade deficit. Imports, on the 
















end, despite occasional setbacks, not- 
bly їл. 1959, 1961 and 1967, due mainly to 
“disruptions caused by the ill-fated 
Great Leap Forward and the Cultural Re- 
volution. 

From 1968 onward there has been ап 
uninterrupted growth in imports from 
China: indeed, in. 1978-81, the annual 
growth rate accelerated significantly to 
over 40%. It is true that a large partof this. 
growth has been accounted for by price in- 
flation since. the 1970s. However, much 
he same forces operated on the export 
side as well, but owing to the divergent 











widening. 


mand of Hongkong residents for non-food: 
imports from China, Hongkong's rapidly 
rising real income per capita, coupled with 
its population growth, can generate d sus- 
tained rise in total imports, whereas 


War But as the United States and | 
long downtrend from 1952 on- | 


om 1970 onward, Кема as China 


s they started from a. 


er. hand, generally followed a steady - 


growth. paths, the trade gap kept on 


Another reason may be that, given the 
relatively high income elasticities of.de- . 








| with Hongkong, even allowing for infla- 
. tion, isundoubtedly of vital importance to 





-coming book, China and Hongkong: 


| (1982). 


they. were reported sepatatély). to 1969, 
and it was not until the early 1970s that 
they began to recover, reaching their first 
peak in 1973, concomitantly wath-the im- 
provement in China's external relations 
with the non-communist, world: Im the 
next three years (ћете was another set- 
back, partly no doubt. a result of the 


Hongkongs total epos to Chin: ré 
constrained by the much lower per capita 
income and availability. of foreign. ex- 
change in China. 

China's large cumulative trade sufplus 
















a poe and pid country like China. 
























HONGKONG- CHI NA VISIBLE TRADE 


782 
1.185 
2.830 
3,330 
3847 
5.634 
5,991 
6,805 
7.761 
8,082 
10,550 
15.130 
21.863 
< 20,339 


782 
1,185 
2.846 
3,348 
3,868 
5.656 
6.013 
6.830 
7784 
8,115 

10,597 
15,201 
21,948 
29,510 











Sources; Census апа Statistics Department, Hong Kong Statistics. 1947-67 and Hong Kong Review of, 
Overseas Trade, 1970-78; figures on water imports supplied by the Assistant Commissioner of Census and | 
|. statistics. 


worldwide recession, but partly. also a re- 
вин of the pressures of domestic politics 
when the Gang of Four was in ascendancy. 

AT р However, а dramatic recovery occurred 

eei —— : again in the post-Mao era, so much so that 

1977-81 the value of re-exports recorded in 198] 

Total (1990: ETA was more than 65 times as high as that in 

hange rate quotations from С 1976. Re-exports expressed as percent- 

s Department, Шола Kong 5 А ages of oe s total re-exports reveal 

^ Hong Kong Monthly Digest of. Statistics, 1974- AL downtrend fom A уу f Оке by 

a mild recovery in 1970-73, then another 

кк: in 1974-76, and finally а sharp re- 
covery from 1977. 

In contrast to Hongkong's ré-exports to 
China, re-exports from China. through 
Hongkong from 1968 onwards have 
shown a fairly consistent uptrend, appa- 
rently not much affected by internal dis- 
sension in 1973-76. Two inferences may 
reasonably be drawn from this observa- 
tion, First, even when xenophobia was at 
its height, the Chinese authorities thought 
it wise to export as much as possible in 
order to build up foreign-exchange re- 
serves, Second, Hongkong's facilities as 
an entrepot — an excellent harbour, mod- 
ern container terminals, and an efficient 
international network of transport, com- 
munications. and commercial ties — were 
so attractive to China that re-exports sur- 
vived even the most bitter. period of 
domestic po 1 Struggles arid policy de- 
bates. Also р tinent is the fact that the 
trend in China's re-exports through Hong- 

gener le been consistent with 


CHINA’ 5 TRADE SURPLUS 








However, as a significant and growing 
proportion of Hongkong’s imports from 
China is re-exported to third countries, 
one wonders whether it is correct. to treat 
all such imports as China’s surplus specifi- 
cally with Hongkong. 
Hongkong's re-exports to China de- 
clined steadily-from 1959 (the.first year 


This article is extracted from Y. C. Jao's 
chapter on Hongkong's role in financ- 
ing China's modernisation in the forth- 





The Economic Nexus (edited by A. J. 
Youngson, to be published by Oxford 
University Press, Hongkong, in March). 
Jao, a graduate of Hongkong Univer- 
Sity, where he is now a reader in 
economics, is author of Banking and 
Currency in Hongkong (1974) апа co- 
author of Financial Structures and | 
Monetary Policies in South-east Asia 
(or Hongkong 
China). 
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One conclusion which can safely be 
drawn-is that the amount of Hongkong's: | 
trade deficit’ with China oversta 
true adverse. balance-of-payme 
since a substantial part (averagi 
37% in the past five years) of importsis re- 
exported and will eventually show up as 
Hongkong" s export earnings. The adverse 
balance is further reduced if Hongkong's ° 
handling charges and profits from the en- 
the he trade are allowed for. However, , 
the fi 










de net earnings from Hongkong. | 
for China's overall trade balance in 
12 out of 31 were deficit, years. 


à "Sources. Batsavage and Davie (1978); СТА, С] 





cording to my estimat 
debt (medium to long ! 
US$31.04 billion: 
Given this dramatic. 
financial policy, it is infe 
cover what role Hongkong | 






















China. Virtually all the akah ba 
volved i in publicised loans to Chi 








sidiaries i in Hongkong, Бш 
seem to have been ne 


B. 
© however, that Hongkong? 


po ad centre are too important 

red by all the parties conce 

example, despite the mote liberal 
towards” foreign 









. 1980 there were 
23 foreign bani 
fices in China. 
Gross finan 
transactions, that i 
liabilities 
and claims on b 
and norbanks 
China, have sho 
generally i 
trend, and this 
ea true 
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а: International binos 


various years; Zhongguo dingji Nianjian, 1981; and ‘others, "og actions mayr ep 






con rvative foreign-trade | 1 

exports to finance imports, denominated in their; respective national 
ab ‘possible, to achieve a small trade | currencies. 
But if Hongkong had been Since the foreign banks as a rule depo- 
, China's overall trade balance sited | more funds than the Bank of China 
ve seriously deteriorated, result- | did; the scheme amounted to de facto 
ing in substantial deficits in no fewer than | inter-bank loans’ to China. Further 
24 years — even allowing for the fact that | liberalisation. in official policy came 
part of China’s exports could have been | quickly, and from the end of 1978 on- 
diverted to other markets. Broadly speak- | wards, China began to accept a series of 
ing, China is using its ‘trade surplus with | loans from foreign private banks and gov- 
Hongkong to finance its deficits with other: | ernments. By the beginning of 1982, ас: 




















countries. E | 
Mhina’s stance towards international fi- TOTAL NET CLAIMS OF 
Pnance has changed dramatically under |: HONGKONG FINANCIAL 


the post-Mao leadership. In the 1960s arid: 
especially during the Cultural Revolution, 
China's financial policy in general was 
rigidly based on self-reliance, epitomised 
by the puritanical guidelines “no foreign 


INSTITUTIONS ON CHINA 









(US$ miltion) — 


Mar. 31,1979. , 
loans, no foreign investments, and no : June 30. 1979 
foreign aid. : Sept; 30, 1979 


Dec. 31, 1979 








It was not until after the downfall of the 
Gang of Four, the second réhabilitation of . 
Deng Xiaoping, and the’ reactivation. of Sept. 30, 1O80, 
the Four Modernisations programme’ in Dec, 31, 19867 


| Mar. 31, 1980 
i 
| 
1976-77 that a fundamental rethinking апа = a 


June 30, 1980 






reorientation on the whole question of Sept. 30, 1981 
foreign loans took. place. The initial Déc. 31, 1981 - : 
change in early 1978 was sti i Sources: Office of the Commissioner of Banking ' 
: i Quarterly Statement of External Liabilities and '. | 
Claims; exchange quotations taken from MA | 
опу Digest of Statistics. various is 





| whereby the рик of China 
ban 





` either inter-bank 
lances or inter- 
loans, though unfortunately no b 
down is available for this purpose. It 
also be readily seen that both license 
commercial banks and DTCs have co 
ently maintained net claims on banks an 
non-banks in China, ‘confirming Н 
kong's role as à source of credit for China. 
After reaching а peak in March 1981 ai 
US$1.24 billion, the net claims droppec 
sharply to US$345.9 million at the en 
1981. The most plausible. reason for thi 
reversal in trend is the retrenchment con 
sequent on the decision of China's leaders 
in late 1978 to devote three years (1979-- 
81) to the readjustment and reform of the 
national economy. 
Normally, it takes time for a major 
licy change to be reflected in finance’ 
transactions, since prior contractua 
financial commitments cannot be rescind- 
ed overnight. The cutbacks ordere 
1979 for capital investment projects th 
fore probably made their one feit 
the use of Hongkong credit only after a 
time lag, notably after the first quarter o 
1981. 
The second reason for the decline in net 
credits to China was the high level of i 
terest rates pus from 1980 on ы 































































taviurüble term 


cial banks — the} 


floated upwards in line with the gen- |. 


ral level of interest rates to a level that 
: seemed exorbitant to China. 

Consequently, China in recent. years 
as been more inclined to ask for soft 
;Jbans fram international organisations 
such as the World Bank and International 
"Monetary Fund. In any case, the dropi in 
“net claims of Hongkong’ s financial institu: 
ns on China is consistent with reports 
at China has drawn sparingly from its 
redit lines arranged with foreign banks. 
us, Finance: Minister Wang Binggian 
isclosed in 1980 that the outstanding debt 
wed to foreign financial institutions 
mounted to US$3.4 billion, though it was 
nown that a total credit of about US$28 
illion had been lined up by that time. га 
pite the limited drawdowns, however, 
ngkong's net claims from. June 30, 
979, to March 31, 1981, averaged about 
-USS$1.1 billion. It is also interesting to 

ote that as of the end of the: | 

ff 1980, China's net liabilities to 


accounted for- about 30%. of the 


debt quoted by Wang. : 
ina already has ап important. stake í in 
mgkong's financial sectos. The expan- 
of China's financial institutions in 
kong primarily took the form of 
-aggréssive. branching of licensed 


ial banks, most of which had. 


established well before the founding 

people's republic. While their 

mber has remained unchanged at 13, 

heir branches have more than’ ‘trebled 

n 47 to 193. In terms of branch net- 

rk, these Chinese state-controlled 

nks had by the late 1970s overtaken the 

d Bank as the second largest 
ing group in Hongkong. 

ting from about.1970, the Chinese 

s began to adópt'a much more out- 

poking ‘strategy, as China's rela- 

h Hongkong and the non-com- 

t world steadily improved. . Steps 

t d'their branch net- 

ct Hongkong dollar 

loans more liberally 


more than НКЗ million 


1 million) on new premises, as a. 


ult of which the total number of bank 
inches had reached 193 by the end of 
econd only to the Hongkong and 
ai Banking Corp. as the largest 
ggroup in terms of retail branching 
network, holding about 2376 of total bank 
deposits in Hongkong. 
IBM computer system was installed 


979. and. became ‘Operative in June. 


1980, through which a savings deposit 
* ^ holder may obtain services from any of the 
^ banks’ 193 branches throughout Hong- 


. | kong Island, кооп ang the New Ter-. 


| 980, the 
China's overseas deposits exceeded 10885 


billion, representing a growth of 39% over | 


the previous year. 

Apart from increasing loans. and ‘ade 
vances to Hongkong firms which may or 
may not be engaged in China-related busi- 
ness, ope notable recent development is 
the Chinese banks” readiness to partici- 
pate in projects sponsored by the Hong- 
kong Government. Thus in 1978, the 
Bank of China and National Commercial 


: Bank backed two companies involved in a 


joint-venture property development with 
the Mass. Transit Railway Corp., and in 
1980 the same two banks joined 14 other 
financial institutions in. providing 
mortgage finance to buyers of flats under 
the Home логар Sehome. Other. 


REMI ITTANCES AND OTHER 
UNREQUITED TRANSFERS 


(US$ million) 


Sources: Ppderiying ааа from Mah Pu The Foreign Trade of. 
O'and Census and Statistics Department, 


Mainland China 
Hongkong Government (unpublished). 


finance for capital. goods апа consumer 
durables, and credit card services. 

The Bank of China made its debut in 
Hongkong's international syndicated loan 
market in 1979 whenit joined hands with a 
number of multinational banks in a US$42 
million loan to a subsidiary of Sun Hung 
Kai Securities, the largest brokerage 
house. in. Hongkong.: Since еп, the 
Chinese banks have figured frequently in 


the territory’s: “tombstone”: advertise-. 
ments of syndicated loans. Among the’ 


largest were a HK$600 million loan to 
China Cement Co., and а HK$1.5 billion 
loan to Midstar Ltd/Byfair Ltd. These ac- 
tivities took place soon after the 1979 di- 
rective by the Chinese Government that 


-the Bank of China and its associates in 
: Hongkong should expand their interna- 
' tional banking business. 


China's non-trade earnings from Hong- 
kong consist of three major components: 


remittances-and other unrequited: trans-. 
férs, tourist expenditure and investment 


profits. China, however, has never pub- 


lished any official statistics on these earn- 
Until: the. Chinese Government. 
changes its policy on this matter, the pre- | 


ings: 


cise Pomsenitude of China's invi ible ‹ 


E the late 1970s, аѕа combined result of 
agricultural recovery, a more liberal 


„economic policy, and rising expectations 


of the population in China, the food par- 

cels of the early 1960s were replaced by. 

consumer durables such as watches, tran- 

sistor radios, hi«fi stereos; TV sets, pocket 

calculators and’ other household 

appliances as the standard ш gifts by mog, 
a 


friends on the. mainland 

China's call for assista 

sation programme, many wealthy Hong- 
kong residents are also reported to have. 
made donations to schools, universities 
and hospitals in China: 

No systematic data on these gifts and 
donations have yet been compiled, but a 
. " recent labour-force sur- 

vey. spaga by. the 

AU d à 


partment. of Hongkong 
contains questions about 
the respondents’ gifts to | 
China. Although the re- 
sults are fragmentary, re- 
lating as they.do to олу 
|. three-quarters © 
years. 1979-80, it 
reasonably. inferred by 
suitable 
that such unrequited 
transfers amounted to 
0.84% and 0.8% respec- 
tively of Hongkong's 
gross domestic product at 
current prices in 1979 and 
„1980, 

The ratio of теті. 
tances and transfers to Hongkong’s GDP 
was very high in the early 1950s, reaching a 
peak of nearly 21 1952. The main rea- 
son жаѕ thata high level of remittances was 
required to support the Chinese economy, 
which ‘was then undi in 
the aftermath of the ( 
rean War. Moreover, the communist. Five 
Antis campaign against the bourgeoisie in 
1951-52 also forced many Hongkong resi- 
dents. to reinit.foreign exchange to save 
their relatives in China. 


de tou шә roro Ho tta to es 


t 
кә 


2.8% in 1959. Inthe early 1960s, the ratio. — 
rose again, caused by the large: amount of 
food parcels sent.to. China following the 
failure of the Great Leap Forward and 
three consecutive years of natural disasters 
and poor harvests, During the height of the 
Cultural Revolution and the. ascendancy of: 
the. Gang of Four, when overseas remit- 
tances. were regarded with disfavour by the 
authorities, the ratio again felltoa very low 


; level. The post-Mao period since 1977 has 


seen a resurgence. of gifts and donations, 
along with mc ey remittances, to China, 
but Hong sg : 





extrapolation, ` 


Subsequently, the ©. 
ratio declined:sharply, reaching a.low of 

























р 
attraction for Hongkong residents: In the ^ 
past, self-imiposed isolation during’ the 
Maoist era, and iriternal disturbances, dis- 
couraged the growth of the tourist indus- 
try. In the late 19705, realising theimport- 
ance of tourism for generating foreign ex- 
change and em t, China began to 
devote serious е a the development 














: f Hongkong re- 
sly fora variety 


A substan al 
sidents visit Chin 


EA EE = BY HONGKONG 
VISITORS TO CHINA 






Expenditure ' 
in China: 






(Us US$ million) 


1970-71 
1971-72 
1972-73 
1973-74 
1974-75: 
4975-76. 


























SS fe ЕЕНЕНЬаЕ 
1977-78 ; 2245 
1978-79 7 367.5 
1979-80 819.4 
1980-81 951, 










of business and personal reasons. Traffic 
across the border is especially busy during 
the Lunar New Year holidays and the 
Canton Trade Fair. Expenditure Бу 
Hongkong residents during their sojourn 
on the mainland constitutes another im- 
portant source of foreign-exchange in- 
come for China. | 
‘In the absence of official statistics, 
rough estimates of such expenditure сап 
be made by assuming different levels of 
per capita spending for different periods. 
It can be assumed, in the light of existing 
fragmentary evidence, that spending per 
visitor in China (excluding gifts). was 
US$90 in 1961-67, US$120 in 1968-69, 
US$170 in 1970-75, US$200 in’ 1976-77, 
and US$250 in 1978-80. 

"Travel and tourism is one area. where 
China’s internal policy changes can: pro- 
duce dramatic effects. In the 1960s,:the 
average annual number of Hongkong visi- 
tors was only about 347,000. Indeed, in 
1967-68, at the height of the Cultural Re- 
volution, when Hongkong itself washit by 
the spillover of violent disturbances, the 
number dropped to'only 253,198. The 
more normal period of 1970-76 saw a rapid 
increase іт the average number of visitors 
to about :690,000: However, it was not 

until the advent of the post-Mao era that 
an explosive growth took:place. In 1977, 
the number of Hongkong visitors for the 
first time crossed the 1 million mark. By 
1980, the number had more than trebled 
to 3.8 million. This astonishing growth, to- 
gether with the rising affluence of Hong- 
kong people, was enough to generate a 
staggering foreign-exchange income. of 
some US$951.8 million'in 1980, nearly 18 
times as high as it was merely a decade 
ago. ROS 

Apart from itssubstantial'stake in the fi- 

nancial sector, China alsovhas. extensive 
investments in Y ебет соно the Hong- 











tions in 1 Hongkong аї the end of 1981. . 
léftwing economic yearbook for 1981 "e 
some 1,136 sub-agents or wholesalers and 
101 department stores specialising in 
Chinese products. 

Estimates of China's total investments 
in Hongkong are again a matter of 
guesswork. The latest one is by the chair- 
man of the Hongkong General Chamber 
of; Commerce, David Newbigging." who 
вау а figure of US$3-5 billion-as the total 
value of such investments for-1981. How- 
evér, no breakdown or explanation has 
been provided. 

"The involvement of China's financial in- 
stitutions in Hongkong сап in principle be 
measured by their total net worth as 
shown in their financial statements. It 
müst be emphasised, however, that the 
total net-worth of the Chinese, banks, for 
example, is not equal to the suth of the net 





worth of individual banks in ani bed T 


for two asons.. 
of the Ba 








; though the Hongi i ong: ‘branch may be the 


most important constituent part оѓ tHe 


whole, Secondly, the Bank of China owns . 
. a substantial proportion of the sharehold- 


ings of 12 other banks, though the exact 
amount is not known. Simple aggregation 


would therefore result in double-counting- 
and overestimation. After suitable adjust- . 


ments, the total net worth of China’s fi- 
nancial institutions (including licensed 
banks, DTCs, insurance companies and 
joint-venture merchant banks) at the end 
of 1980 was probably in the. region of 
US$1, 56 billion. | 


he same. method cannot be used to 

quantify China's equity interests in the 
non-financial sector, as the balance-sheets 
of non-financial: firms are not. readily 
available: The problem is complicated by 
thé prevailing practice of using Hongkong 
residents as fronts. to disguise the. real 
ownership. However, from fragmentary 
and. admittedly incomplete. information 
from various sources (for example, Com- 
pany Registry records), the total net 
worth of China-owned: non-financial es- 
tablishments is conservatively estimated 
at about US$400 million in 1980. Together 
with. its. interests in the financial sector, 
China's total equity investment in Hong- 
kong in the same year would thus. amount 
to about US$1.96 billion. 

In this instance:net worth is used. as a 
measuring tod. The China-controlled 
non-financial entities can, however, bor- 
row quite freely in Hongkong, and it can 
be assumed that-they borrow only from 
the Chinese:banks and their DTCs. They 
in turn borrow heavily from the Hong- 
kong public in the form of customers’ de- 
posits. Because-of this financial leverage, 
the net equity investment of US$1.96 bil- 
lion can plausibly support assets totalling 
some US$06.64. billion, after netting out fi- 
nancial transactions between the Chinese 


banks and the non-financial firms. 











| also a plan to build a wharf in Hong! 
| costing some. USS$80 million; to faci 





ment of idle fundó: This mode ) 
ment in the property sector: accelei 
dramatically after 1976-77. , 
The exact amount which Свіла Ва 
vested in Hongkong properti 
known, but a senior managero 
the. merchant-banking, arm «of the | 
kong Bank, is reported to have ‘esti 
that from 1977 to 1980, China had 
quired property worth at least HK$3 
lion, but probably as much as HK 4 
lion. 
An even more. recent developthai 
China'sinvolvement in the manufactu 
and public-utilities sectors. Pronto: 
i Sr had only: two firms іп Hongkor 
jch produced i ig 
monosodium glutamate. 
China:controlled companies have set u 
machine-tool and heavy-machinery p 
з рута acement Pans joing ventu 
к "n 






















Japanese company). In Esto 9 
leading China-product ‘compan 
over a flagging local textile firm for a: 
price.of HK$47.79 million. A triang! 
deal, worth some." US$1.77. bill 
whereby Britain would sell power-g 
tion equipment апа, services: to, 
kong, while China would provide'e 
power stations operated by. China: 
and Power Co. Ltd, a Hongkong fi 
import ‘electricity from 

province, was concluded. i 

















entrepot trade with Guangdong... 
Of the various components:of. С 
total investment income. from Hongk 
only bank profits can be roughly estim: 
from financial statements. Theseexag 
ate the true profits derived from 
kong forthe same imi ino od reaso, 





pm S TOTAL NET 
INVESTMENT EARNINGS 
FROM HONGKONG 


 (US$million) 


ready mentioned сагат їп respe 0 
worth. No similar exercise can be don 
non-banking profits, since'it is impos 
to obtain balance-sheet information | 
all the China-owned enterprises.in Hon 
kong. Only a crude and aggregative es 
mate can be made, again on somes 
arbitrary, though not unreasonable, as- 
sumptions. 

The most often cited figure. isth 
derived an investment income о abo 
US$300 million іп 1976 from Hoi 
If this is taken as a benchmark fig 
given the banking profits, the non-bankin 












profits are derived for 1976, It can thent 


AS AT J 











ity investment 
Equity joint venture 
Cooperation joint venture 
Processing and'assembling 
Compensation trade 
Agriculture and fishe: 
























iinese banks them- 
"Own some i 7 т : ттт 
y interests in non-financial enter- | report has been published by an English- - 
; 5% is deducted from the total | language newspaper, The Asian Wall 
th rate to avoid double-counting. | Street Journal. des ЫЛ 
r making all these adjustments, the Although the Journal did not provide 
med growth rates of non-banking pro- | any breakdown as to source, if the.9196 
е 19.7% for 1977, 21.6%- for 1978, | figure reported by Jingji Daobao is ac- 
or 1979 and 28.2% for 1980. These | cepted, then pledged investment from 
lower than those of banking profi pt Hongkong residents should amount to 
not inconsistent with the economic &- | about. US$1.43 billion. The industrial 
uring that period. : | zone at Shekou (part. of the Shenzhen 
the early 1950s, several investment | SEZ) aeng attracted US$172:million 
rations were set up in various cities | іп pledged ‘investment, virtually all from 
^ provinces. in me Р Y DES . 
to accept capi- ШТУ Чаи еее se eal ets 
FROM HONGKONG 


(US$ million) | 
Trade surplus JA. (259,5 | 3.034.1 [4407.2 
Remittances and other 1 237 

unrequited transfers UEM Bk DEUS T 
Travel.and tourism 3. 367.5 : 951.8 
Investment profits 367. 461.0 | М 824.9 


urce: The Asian Wall Street Journal, February 5, 1982. 















































May 1969, and“ 

not re-establish- карани 
Percentage shar f 

about 1978. total cursent foreign- 


resi- exchange earnings (excluding 
, loans and capital flows) 








77. Initially, Hong- | Hongkong businessmen or Hongkong- 

hina in 1977.79 | basedforeign companies. . = ^ 
arily took the form of processing-on- One favourite form of investment inside 
gnment and  compensation-trade | China,is property, particularly residential 
ements, mostly in Shenzhen, just | buildings. Property investment isnot con- 
cross the border. The real impetus came in | fined however to the SEZs, but is spread- 
1979-80, when China promulgated its | ing to other major cities such as Shanghai, 
int-venture code;'gave Guangdong and | Hangzhou, Fuzhou and Canton. Total in- 
ujian provinces greater autonomy in | vestment by final buyers of residential 
tters of foreign trade and investment, | units in China marketed in Hongkong is 
formally designated four cities as spe- | estimated at about HK$1.04 billion as of 
economic zones (SEZs). a May 1981 of which HK$36.1 million was 
($50 7540, | outside thé SEZs. Most final buyers are 
official statistics on Hongkong's in- | Hongkong residents, though Overseas 
estinent in the SEZs һауе been pre- | Chinese and even Taiwanese are also 
ared by either the Chinese or the Hong- | known to have bought such units from 

ong governments. Hongkong business- | Hongkong developers. : 

. of course, enjoy the advantages of | — Another popular investment area is the 
graphical proximity arid cultural affin- | hotel industry. It is difficult to quantify 
ut perhaps even more important is | exactly Hongkong's involvement in the 

renowned flexibility. They: are | hotel industry outside the SEZs, because 
nown, for example, to be less fussy than | virtually all the projects аге joint ven- 
heir Western or Japanese counterparts | tures, in which the partners’ shares are 

out legal technicalities, and for this | often not disclosed. However, from press 
zason alone are more ready to enter into | reports about individual projects, one can 
greements with the Chinese authorities. | roughly estimate that Hongkong's total in- 
" According to Jingji Daobao, a pro-Pe- | vestment in China's hotel industry as of 
ing periodical in Hongkong, the Shen- | mid-1981 should not be less than US$170 
zhen authorities had signed some 814 con- | million. 
tracts with foreign investors, with a total Information about Hongkong's invest- 
ledged investment of HK$2.76 billion as | ment in other SEZsis very scanty. An offi- 
of August 1981. Of this total, Hongkong | cial publication.discloses that in 1980,.72 
investors accounted for no less than-91%, | contracts. with foreign businessmen had 
‘with Overseas Chinese and other foreign | been concluded in Zhuhai and 103 in 
"investors contributing the remaining 5.5% 
and 3.5% respectively. A m | ; 


















































Xx he overall extent of Hong- 
AWW kongs financial contributions and - 
their importance to China? One con-. 
venient and traditional starting point in 
assessing {his is to determine Hongkong’s . 
percentage contribution to China's, total. 
foreign-exchange earnings on current ac- 
count, Due to the lack of data, estimates... 
must be confined to the recent period 
1977-80 only. 

China's total. net foreign-exchange 


© earnings from Hongkong more than dou- 


bled from about US$2.7 billion in.1977 to: 
about. 0586.9 billion in 1980. Expressed 
аѕ а percentage of China's total current 
foreign-exchange earnings, visible and in- 
visible, Hongkong's relative share also in- | 
creased steadily from 29.3% to 36.5% in 
that period, with ап average of 32.3%. — — 

Hongkong’s role in financing China's: 
modernisation is not confined, however, 
to generating пех foreign-exchange earn- 
ings on the current account. As a financial 
centre In.its own right, Hongkong is. pro- 
viding both short- and long-term loans апа: 
other facilities to China. In addition, in . 
the post-Mao era Hongkong has emerged : 
as a major source of.equity capital. Since 
1977, Hongkong residents: have pledged. 
investments totalling some, US$2 billion, : 
more. than that from any other country, 
and the amount is still growing. . 

While по one can dispute the vital role 
which Hongkong performs in helping. 
China to overcome the foreign-exchange 
рар апа technological gap, it would be: 
wrong to conclude that China is financially 
dependent on’ Hongkong. Important as 
they are, China's annual earnings from 
Hongkong still account for less than 1% of 
its gross national product. The loss of such 
revenue would represent a disastrous 





CHINA'S FOREIGN-EXCHANGE 
AND GOLD RESERVES 





Source: Zhongguo ong (China's Banking 
and Finance), various Issues. 


setback to China's modernisation, but 
would not necessarily be fatal. 

It is also useful to be reminded of the 
fact that Hongkong's industrialisation in 
the 1950s and 1960s, and its rise as a finan- 
cial centre in the 1970s, owed much to 
China's implicit support in the form of a 
stable supply of basic necessities. at com- 
petitive prices, and of course, to the initia- 
tion of the modernisation programme it- 
self. Analysis therefore confirms the im- 
portance of economic interdependence 
between China. and Hongkong. Fortu- 
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akarta: Indonesia's budget for the fiscal 
саг beginning on April Lis an exercise in 
dapting to more uncomfortable times. 
litical considerations, however, have 
imited the extent of the necessary cut- 
cks. The coming year is the final one of 
rrent -— ambitious — third five-year 
n. President. Suharto faces a - 
idential election in March. Although 
xpected to win, his claim to о, 
is. оп his government's record in 
onomic development. Indeed, there is a 
vement afoot to award Suhartothe title 
ather of Development.” Consequently, 
tical considerations dictate that the 
udget for 1983-84 be big- 

han the original estimate - 
1982-83, made in. January 
2. In reality, there could 
out to фе a huge 1982 re- 
ie shortfall, to the tune of 
ne Rps 2-3 trillion (US$2. 94. 
billion). 
though the 1983-84 bud- 
balanced at Rps 16.57 tril- 

larkinga 6.1% growth, is 
ted and may i 
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Othe 
amely 

h disciplineandthrift. Onthe ^ 

/enue side, proceeds from: 






iting for more than 50% of 
total, willdecline forthe first 
ein many years while asub- 


unted on. A continued mod- 
‘depreciation’ of. the. 












On the expenditure 
another major cut in oil 


M Oth 
ies has allowed Suharto e 


ay Susumu Awanohara and Manggi Habir 


could have kept routine EX d below 

the 1982-83 level. Education, agriculture | 
and communications will continue. to 
receive. the largest development alloca- 





E dues on imports 


Non- n 


+. Development 
7 Programme aid 
Project aid 


Routine 

Civil servants 
Rice allowance 
Salaries and pensions 
Meal allowances 
Other 
Civilservants abroad 

Purchase of goods 
Domestic 
Abroad 

Subsidies for autonomous regions 
Trian Jaya 
Other 

Debtservice - 
Domestic 
Abroad 


Food subsidies 


tions. 


on whom Indonesia will depend more 
heavily for fundsinthenextfew years,seem 
to consider the new budget more or less 
workable in the circumstances. Domesti- 
cally, too, the government has tried hard to 
explain why belt-tightening is necessary. 
Nonetheless, the budget is a painfulone for 
most and Suharto will need to monitor its 
political repercussions Closely. | 


INDONESIAN BUDGET 
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-9o increase in development 
xpenditure. But the burdenof | Rupiah 
debt servicing among routine | 
outlays will become ‘heavier, 
exacerbated by the weakening 
rupiah. It will rise 46:6% Оз 
-Rps 1.39 trillion’ with some. f- 
“observers expecting. an even 
greater increase. Without this 
ump in debt servicing, Suharto. 1 
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Public-works projects 
Regional development 
Fertiliser subsidies 
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In his: budget speech to ‘parliament 
Suharto blamed the world recession and 
the ‘growing protectionism of the’ de-- 
veloped countries for —Indonesia's 
economic difficulties. However, despite’ 
the adverse conditions, the country was: 
able to register positive growth in real; 
gross domestic product in 1982, though 
the rate of GDP growth was lower than 
the 7.6% of 1981. Inflation was at a rela- 
tively low 9.7%; Suharto said. In a press: 
briefing before the budget speech, Fi- 
nance Minister Ali Wardhana said that. 
GDP growth in 1982 was “not: negative," 
wach led some to speculate that it had fal-. 
len sharply from 1981. Ward- 
liana also explained that almost 
half of the 9.7% increase in 
prices in 1982 occurred last 
January following the last cut in: 
oil subsidies. 

One important feature of the 
budget isthe projected2.8% de- 
„cline in oil-tax revenue, down 

from Rps 9.12 trillion to Rps 
8.87 trillion. With Opec's self-: 
imposed restraints on. produc- : 
tion since April 1982 and minor: 
price cutsin November, the Rps. 
9.12 trillion figure for 1982-83 
will not beachieved+~actual re~: 
venue at the end of the first half 
was just under Rps 4 trillion. 
"The estimate for 1983-84 may 
also prove far too. optimistic, 
particularly if Opec is forced to 
cave in to downward pressures 
on prices. | 

The government could boost | 

the rupiah value of the tax on 

oil companies, which is re- 

ceived in US dollars, by de- 
valuing the rupiah. Although a 
continued moderate deprecia-: 
tion of the rupiah is subsumed 
in the budget, it rules out a 
major devaluation of, say, 20% 

or more. Last year's budget is 
understood to have calculated 
the oil tàx on the assumption of 
oil production of 1.6 million 
barrels a. day (b/d), an average: 
per-barrel. price of US$36 for 
exports and an exchange rate 
of Rps 625 to US$1. 

“Phe new budget assumes’ 
output. of 1.4 million 

а ап average, o 
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Rps 690. But the \ PES 

by more than that by March 1984, say by BALANCE OF PAYMENTS 

another 10-15% against. S dollar. LISS m a 
In contrast to. 


apologies for his action. If-oil prices. | 
not been raised, thé oil price ib: 
would have reached Rps 21 trilli 
counting for a sixth of the project 
revenues planned for 1983-84, ћ 
venue from ` 0 briefings to provincial goverhors 
ina stagnant year. In his speech he called ` ; Ё А the press before Suharte's spee 
on taxpayers to "understand thoroughly z : dinating Minister for Eco my 
their obligation to pay j to. the state” 5 "ar: and Industry Widjojo 
and warned tha : | А 


















subsidy cut and one witho 

6 cut, the subsidy outlay 

estimated Rps 924 billion 
.| much large tual outlay) in 


| n-oil) export 

tax is expecte 10 Кр 88.1 

billion. This figure o misled 

ing in that actual c 1982-83 will | do export credits and, presumably, у 

, alf the esti- i ral-purpose : government’. bör- | in oi 

pu rowings from the world money market ` 

carrying commercial terms. Wardhana 

t claimed actual project aid during 1982-83 

drop in: ito f should reach Rps 2.2 trillion, instead of 

increase іп ^W Ze: с bu the estimated Rps 1.83 trillion. The de- 

‚49.9% increase in pro- | signated amount of Rps 2.74 trillion ig 

ject. aid. to Rps 2.74 trillion. Whether or - 1983-84, therefore; does not represent 
‘not this forecast increase is realistic, even | such'an enormous increase. 

assuming a continued weakening of the Suharto. has also decided to raise 

rupiah, is not immediately:clear. Project | domestic oil prices almost exactly one year 

aid would include soft finance flowing | after the last price increase. But in con- 

и the international aid group, the | trast to 1982, he did not ofer any 
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| diture will decline by 8.395. The ch 
“therefore, between unpleasant: alt 
tives, higher oil prices or no more schoc 
hospitals and irrigation facilities, Widjc 
explained, opting for the former. j 

But the problem with this lates 
price increase is that it is likely 
poorer people hardest; Last tige, t 
of increase was 60-70% for all eight 
of oil. But prices of higher grade à 
sen. as super and рео hav 

















































On this basis, Subroto. sees. great 
for Opecin maintaining its prices, pa 
larly during the second and third quar 
E | of 1983, when world demand is expect 
prices iater this year could render © | to decline and non-Opec supply to 


'op 
; пе де теа Ss According to Subroto, demand for 
2 the Indo sian budge à ‘almost ningle oil will fall to just below 18 million b/d 


E ‘ К ing this period. To maintain pric 
Jakarta: Indonesia's | President Suharto been declining for longer: in 1977 it was | necessary for Opec to keep producti 
- insisted on presenting his draft budget to | 50.6% and in 1982 34.7%. Subroto | below. demand, Subroto says, sugge: 
parliament in the first week of January, | pointed to world recession, conservation, | 17.5 million b/d during the. six с 
. despite the uncertain state of the world oil. | development оѓ alternative -energy | months: But at its most recent mee 
market, "because it is a tradition of 15 | sources and, for the most recent period, | Opec barely managed to agree on 
years' standing," as one topaide put it. Oil | depletion of stocks by industrialised coun- | production quota for all members: 
accounts for about 70% of Indonesia's ex- | tries as the main causes. million b/d — an increase of T million | 
ports and, though the importance of tax High. prices account for the loss of | — and without specifying how | 
, onoil companies has declined, thisstillac- | Opec's share, according to Subroto. He | creased. quota should: be allocated 
‘counts for 53.576 of total government re- | showed how the posted price of. In- | donesia has taken the initiative of inci 
.';venue in the new 1983-84 budget. Yet any | donesia's Minas crude, though it came | ing its quota from the previous 1.3 imi 
. major сһапре іп the world. oil situation | down slightly from US$35 to US$34.53 a | b/d'to 1.4 million b/d, at least for the 
`a could. render the budget, as well as ba- | barrel last November, was still higher than | pose of drafting the budget, and if c 
_ lance-of-payments. projections, virtually | varioius standard crudes produced in | countries меге to follow suit; incre 
. meaningless. And Energy.Minister Sub- | Egypt, the United States and Britain | production’ above’ previously ап 
< тоо suggested at a press conference that | which have specifications similar ‘or | quotas, the 18.5 million b/d limit coi 
, prices charged by Opec, of which In- | superior to it. Similarly, Libya's Brega | well become academic. Besides, the fe 
" donesia is a member, could drop sharply | crude is still priced considerably higher | ing in the oil market is that Opec has be 
xt in the second or third quarter of 1983. than American West Texas crude of com- | producing more than 20 million b/d. 
= Subroto started. ош by explaining how | parable quality. Furthermore, the prices If Subroto's analysis is valid, the danger 
world oil production and..consumption | of crudes, incuding some from Opeccoun- | ofa price collapse isobvious. And if prices 
. have both declined steadily since 1980 and | tries; on the- spot market are lower than | do fall, the Indonesian Government’ 
how Opec's share of total supply shrank at | the posted prices and have fallen quite | cal ambitions must be more modest.than 
the same time. World production dropped | rapidly in recent months. The proportion | those outlined in the draft 1983-84 buds 
from 64.6 million barrels а:йау (b/d) in | of spot transactions has also gone up. which appears somewhat inflated pri 
1979 to.55.4 million b/d in1982, while the | ^ Because. of the high price of Opec | ably for political effect. “We mus! 
corresponding figures for. consumption | crudes, demand for Opec oil is defined as | pared for the worst," d осо 
жеге 62.7 million b/d and. 57. million b/d. | the: diff ;between total world de- j 
Opec’s share- of world production has | mand and the c кор ton Ope: supply. 
































































venue falls short, expenditure will ber re- 
duced: by about the same amount, ‘this 
analyst says. 

Suhafto's call for austerity and effi- 
ciency, particularly within the civil. ser- 
vice, seemed well received. The otherwise 
| passive audience cheered: when. Suharto 
announced that no new government of- 
fices or housing will be built-in..1983-84. 
The government will also. no longer’ pro- 
vide cars for so many civil servants, the 
number of seminars and workshops will be 
reduced and official visits abroad and to 
the regions must also decrease. 

There is some concern, nonetheless, 
that civil servants, as well as other sectors 
ofthe populace, will be discouraged by the 
lean budget and all that it implies, and that 
| society as.a whole will lose development 
momentum. Optimists, on the other 
hand, feel that this may mark a great op- 
portunity to reduce waste and increase ef- 
ficiency — particularly in the still-domin- 
ant public sector —- provided that Suharto 
can instil the leadership and inspiration 
necessary. Suharto is, obviously, aware of 
© this need. Recalling Indonesia’s struggle 
for independence and its victory over 
major economic and political difficulties 
since then, he called оп Indonesians to 
"regard development and carry it out with 
the spirit of a fighting nation." Whether or 





Palembang refinery: fuel-price rises may bring reaction. 
















labour-intensive projects with low import 
contents be given priority. — :, 

Apart from the key projects, education 
(particularly the construction of schools), 
agriculture and communications will con- 
tinue.to receive large appropriations. But 
actual spending in these areas is falling be- 
hind schedule, Jakarta's commitment to 
balancing the budget is, apparently, but- 


en above production cost. Hence their 
nsumers were being taxed while lower 
grades such as kerosene, dieSel and fuel oil 
ve been heavily subsidised. This time, 
e. increase was greater for lower grades, 
about 70%, than for the higher ones, at. 
Out.11-3396. While this may have been 
ble from a long-term. economic 
point, it may generate some political 


































ernment will fix the increased tariffs for 
ransportation, electricity and the produc- 
ion costs of other specific goods in such a 
way that they will not impose too heavy.a 
burden on consumers.” He suggested that 
city buses will receive special considera- 
ion. А few days after Suharto’s budget 
peech, the city-bus fare was raised 100%, 
from Rps 50.to Rps.100. The rise in taxi 
fares was much smaller:as most taxis run 
on: higher-grade, fuels while buses use 
diesel. The bus fare for.students was held 
at Rps 30, however. In the past, students 
have taken direct action against fare i in- 
creases in city transport. 


nother area where some political reac- 
; tion may be expected | is expendi- 
ture on the civil service. Salaries were 
frozen for the second year running 
cthough a rather generous increase in the 
ce-allowance is planned. Opinion is di- 
vided as.to how the civil service will 
respond. 

After some controversy, the govern- 
ment seems to have decided to: press 
ahead for completion of 50-odd key indus- 
trial projects, despite the present budget- 
ary and balance-of-payments constraints. 
“We plan that the. building of the greater 
: ран of these plants will be completed and 
that they will start production inthe last 
year of the third Five-Year Plan [1983-84] 
or the first years of the fourth. plan," 

Suharto said. There had been suggestions 







those which have not yet begun in earnest, 
be postponed or scrapped, and that more 


ction, According to Suharto, "thé gov- 1 








that some of these projects, particularly 






tfessed by а system Which makes it dif-- 


ficult for departments to spend unless the 


‘not Suharto can carty his PET with him 
remains to bes seen, в 


A blow from the West 


Kuala. Lumpur: тһе announcement by 


. the Organisation for Economic Coopera- 


tion and Development in December 1982 
of a downward revision in. its. member 
states' projected growth rate in 1983 must 
have come as a bitter blow to Malaysia. 
The government had based its entire 
budget strategy on an earlier forecast of 
2.5% economic growth in OECD coun- 
tries, a modest revival of its own vital com- 
modity.exports and an upturn4án fiscal re- 
venues. Malaysia's gross domestic pro- 
duct was to-have grown 4.9% , compared 
with an estimated 3.9% in 1982. : 
The government: itself has not.yct. re- 
sponded to the latest OECD report, which 
now trims likely economic growth in the 
industrialised. countries to 1.5%. in 1983, 
though... Finance Minister. Топки 
Razaleigh. Hamzah is expected to reveal 
some changes to his revenue-and-expen- 
ditureestimates when he addresses parlia- 
ment in. March.. Some private-sector 
analysts in the region are. already predict- 
ing growth of as littleas 3% for Malaysia, 
which, would be the lowest.since: 1975, 


though two recent studies. by “United | 


States- pase banks. both h pointed 1 to. real 


‚ targets for 198 
| economic report released along with the 





GDP increasing. by more than 7%. 

"The. OECD's. less: optimistic end 
could signal either a further cut^ 
Malaysia's 1983 development екране 
-~ already set. to: come down from 
M$10.43. billion (US$4.52 billion) to 
M$9.9 billion-—or a further rise in foreign 
borrowing from the M$4.05 billion level of 
1982... А Chase: Econometrics report re- 
cently . estimated. Malaysia's overseas- 
funding requirements over the next two 
véars at some M$11 billion, which would 
take the external debt-service ratioupto a 
peak.of 12.8% by 1985. According to the 
latest government figures, the ratio had al- 
ready climbed from 3. 2% 1 in 1981 to 5:1% 
in 1982. IDE 

With the: recoyery | in u demand from i ir 
dustrial markets now likely to take lotiger 
than planned, Malaysia's commodity-ex- 
port prices can. be expected to. remain 


"weak. Rubber, tin and crüde pálnroil all 


failed to meet. the treasury's average price 
; Which were laid out in the 





ober, Rubber ended the 
r low of M$1.82:a kg.; tin 
anchored At M829 т 


budget last, 











| | textiles are especially hard hit: as 
pcession inflicts a mounting toll on Indonesia 










Jakarta: “indonesia experienged ап 
economic slowdown in 1982. 
domestic product growth was estimated at 
46,5%, compared to 7:6% in 1981. But 
oo the slowdown is getting increasingly seri- 
ous and there are already predictions of 
“negative growth this year. The Central 
: Bureau of Statistics has the most up-to- 
-. date statistics on production but since last 
суваг it has not, as in previous years, re- 
1 leased its estimate of GDP growth for the 
just-ended calendar year. 

However, economists and bankers who 

| Spoke with the REVIEW said production in 
1982 was sluggish in most sectors, with the 
notable exception of construction: This 
sector registered the highest growth rate 
in the pást decade or so (showing an aver- 
age annual growth of about 1396 in e 
five years to 1981) and accounted for 5.8% 
of GDP, ‘at Constant prices, in 1981, р 
from 2.4% in 1969. Constrüction is be- 
lieved to have maintained its growth 
momentum in 1982. 

Some manufacturirig industries related 
to construction, particularly cement, be- 
nefited from the building boom. Late in 
1982, demand for cement grew so rapidly 

_just before the start of the rainy season 
that acute shortages developed in major 
cities throughout the country. Strong pri- 
vate- and public-sector spending. espe- 


kg., as it had done. since’ mid-year, and 
crude palm oil crashed to M$630 a tonne 
л October before recovering to M$815 on 
1 December 31. 
"The treasury had forecast total export 
earnings for 1982 dropping by 1.7% but 


significant ‘increases in production and | 


sales of both palm oil and crude petroleum 
had succeeded in lifting export receipts by 
a marginal 0.6% to M$18.16 billion in the 
first eight months. The full-year figures, 
however, were expected to reflect the im- 
pact of export controls on tin and rubber. 
The -International Tin Council's world- 
wide cutback of 36% in exports, in force 
“since July 1982; hàs now been extended to 
the end of March, while the Association of 
Natural Rubber: Producing Countries is 
implementing ‘a> scheme to withhold 
250,000 tonnes of rubber from world mar- 
kets between October 1982 and March. 
Malaysian volume sales ‘of tin were al- 
:ready 26% down in the first 10- months of 
‚1982, with rubber exports 5:9% lower by 
volume i in the same period” 







a Ns to tlie treasury, 'Malaysia was 
рева to register a record M$1.64 


Gross : 











eially for infrastructure and development 
projects; was cited as a reason for the ce- 
ment shortage, but analysts feel that if the 


‘recession deepens, construction and re- 


lated. industries may also start to feel the 
pinch — possibly by late 1983. 
Manufacturing slowed down iñ 1981. 
The sector had grown rapidly in. the five 
years to 1981, with average annual growth 
at 15.5%, but the increase in 1981 was 
12%. Manufacturing’s contribution to 
GDP had 
in 1981. But 1982 was a bad year, with tex- 
tiles. apparently the most severely hit, 
Plants using obsolete équipment and shut 
out from economies of scale have suffered 
most, many of them going under or being 
absorbed by creditors. Trade restrictions 
which allowed inefficient manufacturers 
to continue operating were not sufficient 
once domestic demand dropped sharply, 
favouring the most efficient, producers. 
Major state banks that lent heavily to the 
textiles sector are now having to re- 
schedule; meanwhile, the government is 





considering a basic restructuring ofthe in- - 


dustry. 
Aside from pharmaceuticals, demand 


for which -remained. steady throughout ` 


1982, growth of sales for most consumer- 
oriented manufacturing industries seems 
to have declined during 1982. This is attri- 


of 1981. Net external reserves were down 


Чо M$5.71 billion, а 31.19% fall since the 
beginning of the year, though the Malay- 


sian dollar remained fairly strong thanks 
to Bank Negara (central bank) support. A 
study by Bumiputra Merchant’ Bankers 
showed the trade-weighted value of the 
local currency against the currencies of 10 
major trading partners increased 2:4% 
over the course of 1982, though some de- 
clines were evident in the fourth quarter. 

Despite.a strong" contractionary pull 
from the externalsector, narrowly defined 
money supply (M1) growth also acceler- 
ated sharply as bank lending to the private 
sector increased and the government drew 
down its deposits to finance expenditure. 
From 12.8% at the end of 1981; the annual 
growth rate of money supply dipped to 
9.1% by end-March 1982, then rose again 
to 9.6% by mid-year and 12.8% by the end 
of the third quarter; considerably in excess 
Of the treasury’s goal. Private-sector 
liquidity tightened, though, with the-com- 
mercial banks’ loans-to-deposits ratio 
steadily widening to 88.66% by Sep- 


tember 30: Inflation continued to abate, 


however, On an annual basis the con- 
sumer- -pric ndex for Peninsular Malaysia 

the first nine months of 
е increases-for August and 


5.196 


en from 8.3% in 1969 to 1696" 


sult.of decreased purchasing p 
by the severe slump in traditiona 
tural exports. Vehicles recorded 
| no growth in sales in 1982 and there 
substantial overproduction of- plyw 
The governments policy of к 
rapidly from log to plywood export 
need review, 
Agriculture, which now, accounts 
30% of GDP against nearly 50% in 1 
also experienced difficulties in 198 
ports of tree ce were "hard | hit by: 




































have reportedly stopped or are 
ing stopping production. As to food 
esident: Suharto gril íl 
“speech that 
255m 23 


season of 1982 may sig 
year's first rice crop. 

| Despite slowed aggregate demand 
limited’ information that is 
suggests thatinvestment momentum 
tinued with some change -in pat 
Domestic capital-investment’ appr 
for the timber industry деспей no! 
ably during April-September. 1982. 
counting for only 5% of total appre 
compared to 14% før the year to M 
1982. This presumably reflects the: 


















The Far Eastern Economic Review 
now publishing a quarterly index which 
details by category and date everythi 
that has appeared in the Review. 
index is available ‘on a quarterly basis. 
Subscribe now and each quarterlyinde: 
will be sent to you automatically as so 
as it becomes available. A vital resear 
tool, the Review index will save hour: 
. needless searching for informa 
ORDER YOURS, TODAY! 
HK$115 (US$20) for 4 quarterly issu 
Just complete the coupon. below: 
send with your payment, 
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mining sector as before : } 

With Suharto's 1983-84 budget (for the i 
iscal year starting in April), the govèrn- | 
gent has published its latest balance-of- 
ayments estimate for the year ending 
March 1983, containing an estimated cur- 
'ent-account deficit of US$6.24 billion. In 
he 1982 budget proposal, the government | 








iad projected a. current-account deficit 


f only US$4.58 billion for 1982-83. : Signi- | 


CONOMIES - 


umber of measures in the first week of 


ү Guy Sacerdoti 


la: Philippine technocrats took a 





198310 prove they are serious about tackl- 
ng government spending and balance-of- 


yments deficits. The.moves include: . 


> Reducing the foreign-debt ceiling for 
19 
















sures taken — including one seemingly in- 
ignificant budgetary reduction in particu- 


from WS$2.3 billion to: US$2 billion. 
Placing a 3% ad valorem tax on all 
ports. 
Requiring, i in effect, pre-payment of 
s duties on imports: 
duci diments to the 
аі exports. such as 


: early in 1982 to boost non-oil exports and 





proached both the cabinet. and her hus- 





.surprise, Marcos backed him up. Al- 
though Mrs Marcos still "borrowed" P1 


the more recent controls on selected. im- 
ports, he is now preparing a package of 
measures “to . . . facilitate the flow of. 
foreign tourists to our cpuntry." 


— SUSUMU AWANOHARA and 
Я MANGGIHABIR 






















on January 24. But at the close of 1982, 
festival director John. Litton still needed 
some .US$2 million. Mrs: Marcos ap- 


band for funds. Sources close ito Prime 
Minister Cesar Virata say the: cabinet 
leader refused and, to: many observers’ 


power equa 





| to some stiff reductions in the budget de- 





million (US$111,111) from the coffers of 
the. Ministry, of Human. Ае бетер, 
which she heads, and Р 500,000 from the 
Metro-Manila Commission she is also 





i t | 
50 local cinemas 
alfilms. While not 
place in Manila’s 

forcing the festival to go 

it alone shows that beyond the economic 
commitment, there is now a political com- 
mitment to. austerity. 


Ен negotiat ions with the Inter- 
national Monetary Fund last Novem- 
ber — which set economic-performance 
criteria for the granting of 315 million spe- 
cial drawing rights (SDRs), or US$283.1 
million, standby credit and an accompany- 
ing SDRs 150 million. compensatory-fi- 
nance facility — Manila committed itself 






ficit, to acquiring new foreign debt and to 


lity. to take the economic steps necessary 
to. achieve the IMF ‘targets, many with 
years of experience (and millions of dol- 
lars in.exposure) in the Philippines ques- 
tioned whether Marcos could muster the 
political will to accept the ramifications of 
this. strong economic medicine. The 





episode of the film festival should cheer at 


least some of the larger foreign creditors. 

Of the specific measures taken, the re- 
duction of the limit of newly contracted 
foreign debt was the most expected 
(Review, Jan. 13). The 1982 limit of 
US$2.4 billion was initially reduced to 
US$2.3 billion following the IMF negotia- 
tions, but a bigger than expected balance- 


:||Now, а тенсе raffle 


Manila tries to entice more foreign exchange 
from Overseas workers with a lucky draw 


nti dence їп the Philippine economy. 
important, however, is that the mea- 


—-show that President Ferdinand Mar- 
can, if he wishes, exert the political 







Manila: Although the Philippines’ bal- 
ance-of-payments situation this. fiscal 
year has been bad enough, it would have 
been a lot worse had there been no re- 
mittances from, overseas workers. A 
total of some US$800 million flowed into 





kets will be allotted for each US$50 or 
US$100 (the final denomination has yet 
to be confirmed) exchanged into pesos 
through legal banking. channels. The 
central bank will use a computerised ran- 
dom draw to » pick winners, who will re- 














































will needed to trim unnecessary govern- 
ment expenditures. 
During the president's September 1982 .- 
visit to the United States, official develop- 
ment-assistance lenders, led by the World 
Bank, cautioned him against wasting pub- 
ic money, specifically on the more con- 
troversial projects of his powerful wife, 
: Imelda. Most prominent of those discuss- 
¿ed was the multi-million-dollar раг- 
_ thenon-shaped film centre, rushed to par- 
I completion for the first international: 
film festival, held a year ago. Apart from | 
| the structure itself, government: minis- 
tries, agencies and even the central bank 
coughed up an estimated US$4 million for 
<- the festival's operating costs — a notable - 
~ outlay given both the side-effects. of the 
:1981 financial-sector scandal (REVIEW; 
Jan. 30, '81) and the surge towards reces- 
sionin early 1982. 
This year’s extravaganza i is set to begin 


the economy in 1982, but that was 
merely. a fraction. of what Filipinos 
earned abroad. Restrictions within the 
banking systems both in the Middle East 
and in Manila, along with the subterra- 
nean. world of finance. smuggling, have 
long been the scourge of government of- 
ficials trying to boost remittance re- 
venues, 
^L Now, the Central Bank of the Philip- 
‘pines’ monetary board. has approved a 
scheme to entice. greater remittances | 
from workers abroad. While ordering.a | scheme came from India, where a similar 
‘study to develop a remittance system | scheme has apparently been quite suc- 
more efficient than the illegal alterna- | cessful. Manila hopes to boost its inward 
tives, it has also sanctioned a. raffle | remittances’ from overseas workers to 
scheme to draw in more of the workers’ | US$1.5 billion by the end of the year, de- 
70% of earnings (the minimum remit- pie the fact that markets for workers 
tance required by law) into the country. htracting. The first raffle is 
ü Each month P15 vien (US$1-7 mil- i 


ceive such prizes as a house and land, re- 
frigerators and other appliances or free 
tickets to visit their relatives abroad. 
‘There аге a lot of holes in the pro- 
posed scheme that need to be filled, so as 
to ensure overseas workers are the ones 
getting the prizes. According to central 
bank governor Jaime Laya, as long as a 
remittance comes through the banking 
systeim, converted into pesos and ad- 
dressed to: an individual, it can qualify 
for raffle tickets. The idea for tlie 
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'RANSPORT А 
9 passengers 


already ordered by : 


RANSOME AIRLINES, u.s.a. 
COMMAND AIRWAYS, u.s.A. 
FINNAIR, Finland 
WRIGHT AIRLINES, у.а. 
AIR LITTORAL, France 
AEROCESAR, Colombia 
AIR CALEDONIE, New Caledonia 
CIMBER AIR, Denmark 


ULIA, tatia 


and ОУ A ue 





This is what our fertilizer plant 





technology really means. 


It means warehouses overflowing 
with food. A greater yield of fertilizer. 
And plants that are completed and 
running on time. 

These are the results of Hitachi 
Zosen's advanced fertilizer plant 
technology. In fact, over 40 plants 
built by Hitachi Zosen are helping 
countries the world over produce the 
fertilizers vital to abundant harvests. 

And that's just the beginning. 


We also help our customers select the 
exact process that maximizes fertilizer 


yield for their particular application, 
size of plant, and type of chemical 
input. Plus we help them achieve 


minimum operating costs. And with over 


50 years of experience, we have the 


know-how to make sure the plants are 
finished and put into operation on time. 


Every time. 
But fertilizer plant technology is 


just one area of Hitachi Zosen's 
expertise. In fields ranging from 
shipbuilding, to desalination, to 
sugar plants, we're using advanced 
technology to help advance living 
standards. 

In fact, for over 100 years now, 
we've been building the industries 
that build a better life. 

Because to us, that's the real 
meaning of any business. 


We build industries 


Hitachi Zosen 


HITACHI ZOSEN CORPORATION 


1-1-1 Hitotsubashi, Chiyoda-ku, Tokyo 100, Japan 


Phone: 03 


213-6611 Telex: SHIPYARD J22363, J24490 


Another four billion reasons 
. tostayatthe Е 
Hilton International Singapore. 


Four billion reasons? That's the number of combinations'in the Uniqey Security System. 
A most highly advanced computerised key card system, proven throughout America and Europe and 
now adopted by the Hilton International Singapore. The first in the Asia Pacific region. 





The UNIQEY Security System. 


Unigey is an electronic key system that does away with old 
fashioned keys. 

Uniqey is more than added security for guests. When checking in 
they receive their own newly coded room key card. Assurance that no 
other card can open their door. The card is convenient and easy to carry. 

TheHilton International Singapore. One of the world's 
great hotels. Installation of Uniqey is evidence of this leadership in 

satisfying every guest's requirements. 
Just one more reason it's a great 

place to be. 

For more information contact: 





FEER $455 


. 


When the success of your business 

depends on making the right connections, 
. lookto the investment banking service 

with connections all over the world. 





D Bank of America NT&SA 1982 


Member FDIC 


Bank of America NT&SA 


In today's volatile business environment, you need connections to 
get ahead. And Bank of America's Investment Banking Group can help 
you make them. 


Our vast global network and global expertise, plus our multi- 
currency finance experience, give us a worldwide presence few banks 
can match. And give us ready access to world financial markets, both 
public and private. 

The connections we ve built over the years, and all over the 
world, can be an important advantage for you. 

As advisors, we have the expertise to guide you knowledgeably 
through complex project financings. We also advise corporations on 
mergers, acquisitions, or divestitures. As financial specialists, we can 
arrange syndicated loans of all types. We structure, manage and distrib- 
ute Eurobond issues. We're a leader in private placements. We have 
an extensive, experienced leasing operation. And we can tap the full 
resources of Bank of America to create unique funding packages com- 
bining investment banking and commercial banking instruments. 

Whether you need capital or just capital ideas, it pays to have the 
right connections. To find out how to make them, call your Bank of 
America Account Officer, or our investment banking specialists in 
New York (212) 907-7746, San Francisco (415) 622-1698, London (01) 
236 5266, or Hong Kong 5 - 2676666. It’s the first connection to your 
future connections, all over the world. 





cT venue, the technocrats are 
demanding pre-payment of customs 
duties. In the form of a rare post-martial 
law presidential decree, the new edict re- 














throug tatu 
ory 20% limit passed by the “Philippines 
pre-martial law congress (the World Bank | 
and IMF use current export value as their | quires all importers to deposit with banks 
basis for comparison), so the new borrow- | the full amount of a product's import duty 
ing limit was reduced to US$2 billion. | at the time of opening letters of credit. 
Already US$300 million has been set | The effect of this will also be to reduce Recession prompts à 
aside for a World Bank structural-adjust- | technical smuggling activities. British campaign inst 
ment loan scheduled to be completed The reduction of export taxes on some Asi paign ада 
soon, and a commercial borrowing of the | agricultural products should boost tradi- an crewmen 
same amount is soon to be finalised-—the | tional exports slightly, while the leosening 
only government commercial. facility | of restrictions on companies. allowed to 
_ planned this year. The IMF standby and | export coconut oil should also allow better 
compensatory-financing facilities are not | scope for marketing. For the first time in 
included in the calculations. New foreign | months, coconut-oil prices crept over 20 
4 borrowing in 1982 stayed close to target, | US cents a Ib, giving a small glimmer of 
_ With a total of US$2.42 billion in new debt | hope to the long-depressed i industry. pay and sometimes in worse с 
accrued. Concessional borrowing surpas-:.| ^ “The government hopes this series of | than their British counterparts. 
sed the: target, at US$1.). billion; while regulations will boost exports, reduce im- | paign represents formal recogni 
commercial appřovals stayed at 0881. 3 ports, increase government revenües and | failure of the previous attempt t 
billion. | thus reduce the government's budget de- | criminatory practices, a failure. 
The new 396 ad valorem {ах с on imports | ficit. While still planning to finance most | NUS blames largely on the In 
came in the form of an executive order | of the targeted P9.4 billion deficitfor1983 | ernment. - ; 
from Marcos designed to reduce the vol: | from domestic sources, officials hope to Campaign tactics will include talks 
ume. of imports rather than act аѕ а те- | maintain ample new credit for the private | India's National Union of Seamen, k 
venue-earner. As part of the structural ad- | sector — though banks are exceptionally | ing in the European Parliament i 
justment of its economy, the Philippines | liquid at the moment because of low de- bourg with the aim of “banning th ie eA 
has been gradually reducing trade tariffs- mand and the higher risk of recession-in- | tation of TRird World seaf 
on its goods, and the new tax will, for | duced defaults. In terms of the balance of | attempt to force the Britis 
many products, only reduce tariff reduc- | payments, Virata is targeting a deficit for | to act by taking the issue to. 
` tions already slated for 1983. Govern- | 1983 of US$560 million, or about what it 
ment-related imports are exempt, but | was in 1981. | | B) 
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By Daniel Nelson 
London: Britain's National Unión о! 
men (NUS), is launching a new: 
against the employment of Asian 
men on British merchant ships at | 












































mplementation of 
which may result in a loss of 
bers, and i 


PROJECTS 


it ‘the ci command gets lost. ee 
A Philippine plantation loan is conditional оп ће © ~ 
. removal of a band of Irregular soldiers - 








the right 

paid less than. Europeans doi 
z job. . 
* British ships: have hired noa-domi 
seamen for more than 250 years, m 
cut costs or compensate for a shortage 
British sailors. The confused. t 
which surrounds the issue was highli 
during the Falklands conflict. whe 
P&O educational-cruise liner, Ug 
was requisitioned by the govern 
Some of the Asian seamen were r 


















| London: Britain's 8 , Minister for Осу ment: Administration, the NDC and the 
- Development Neil Marten — who has just | joint-venture ‘firm are. providing CDC 
resigned his portfolio and will retire from | with contractual: undertakings under 
parliament at the next election — an--| which the new security service on the es- 
nounced on January 5 that he has ap- | tate will be provided by NDC. This force, 
proved a £6.4 million (US$10.4 million) | which: is ‘already being ‘selected and 
Commonwealth Development Corp. | trained, will be available to the joint ven- 
(CDC) loan for an oil-palm project in the. | ture by June. NDChasalsogivenanassur- | Asians were retained because th 
Southern: Philippine island of Mindanao | ance that the service has no connection | commodation was considered ип 
to be operated by National Development | now, nor will have in the future, with the British seamen. They were paid only 25 
Co. (NDC) of the Philippines and Malay- | lost command. of the union’s.standard rate. Whe 
sian-based Guthrie Plantations. But.fol- As an interim measure, the regular con- | Uganda returned from the fray, i 
lowing representations by British MPsand | stabulary has established a police post.in | verted to an almost totally Asian cre 
"voluntary organisations, notably the | the centre of the project area, manned by | But now the government has chart 
* Catholic Institute for International Rela- | one officer and 14 constables. But NDC's | the ship and has agreed that it will bei m: 
‘tions, the loan is conditional on the crea- | of no connections with the lost | ned only by NUS: ratings, provoking pr 
tion.of a new. security force to be in place -i fically refer to the force. | accusations: about unjust. treati 
in June on the estate to replace the “lost | now being selected and trained; and notto | Asian war heroes, 
command” of army итёвшаге' (REVIEW, the existing force. A CDC spokesman told The new union campaign com 
Nov. 19, 82). || the REVIEW that the interim police postis | time when the number of Asian merci 
Guthrie and NDC have also given | there to ensure a civilian presence, deter | seamen affected has fallen from 17, 0 
guarantees of fair employment practices | harassment by the lost command and en- | 1976 to 5,869 now (out of about 
on the plantation'and a safe working епуі- | sure a smoath handover to the new force, 
, ronment, free from harassment. As à | whichis to be called the Luzon Integrated 
further guarantee, said. Marten, Guthrie | Security. Services and will be a wholly 
has invited.CDC to inst. lLarepresentative | owned subsidiary of the NDC. The draw- 
to monito these i d has al down of the loan after June this year will 
: IC di sh pst be conc 1 CDC being satisfied that 
ese conditions have 































































ships). They include 3 $48 seam 1 
India, 790 from Ed ofw 






















for: ihe: scrapping of the exemption 
68 Race Relations Act, which 
cally excluded merchant shipping 
allowed shipowners to pay lower 
to seamen engaged abroad, (Foreign 
n registered in Britain, of whatever 
се or nationality, are paid, the. вате. 
es as British citizens.) Although the 
quest was refused, the government 
? it clear that wage discrimination in 
ipping should be ended in the long term. 
committee was set ир to. see how: this 
e achieved, and the report of the 
group on the employment.of non- 
eafarers — the Ends Report — 




























ept d by the government in 1977, 
owever, NUS spokesman, Jim Jump. 











which. claims all govern- 
| Carpo,. including. foreign aid-fi-- 
d items for Indonesian. ships — is 
the  қрийну' $ economic relations 

























idi “it may 
bet to o Pledge the usual amount of 


he binpi E: 
idential decree of. pes 


esia risks losing aid shipments if it refuses. 
low foreign “nes to deliver them 








t has simil 


ployed on U ips at 
those which applied in the country of re- 
cruitment because of the disruptive effect 
on the local economy that the payment.of 
such rates would have. The realisation 
gradually grew that some interests; includ- 
ing the Indian: Government, were deter- 
mined to block. the recommendations 
from ше уегу beginning,” 






In some cases, . payments have . been 
blocked altogether. In other cases, pay- 
ments have been paid into a welfare fund, 
a practice-known as “funding.” The union 
argues that the effect of funding is to.deny 
Indian seamen serving оп British-flag 
ships the pay rates laid down in the Ends 
Report. Instead, all Indian seafarers pro- 
fit from the welfare benefits, which: the 
NUS argues represents a subsidy to then- 
dian fleet. The union's position was 
further weakened as the International 
Transport Workers Federation: operates 
funding for flag-of-convenience ships: 


And in 1982 the Asian seafarers’ regional 
committee of the federation agreed: that 


funding should be accepted for Indian sea: 
men on British ships.. 

The basic rate of pay for an’ Indian sea- 
man on a British ship is now £79 









cularly i in the export of primary. products. 

The world’s maritime nations were 
greatly upset. at both the spirit and the 
probable.consequences of the presidential 


_Gecree.. The United States and Japan were 


among the first to express concern offi- 


| cially. Member governments of the Euro- 





pean. Economic Community and: some 
Scandinavian shipping powers, which had 
built up their share of Indonesia's trade 
with third countries, also complained. 
Jakarta has held talks with both the US 


| and Japan. on the issue. It is understood: 
_ that the Americans made known their ob- 
| jections ‘to. the. Пар discrimination. they 
. perceived in the.decree, Singling out the 


claim to. their aid cargo. and pointing to 
various US shipping laws and regulations 
which conflict with this claim. Basically, 


-| the US claims all its aid cargo for its own 
г: | shipping lines, but inspecial cases allows a 


waiver of up to 5095. Some Americans say 
that their discussions with Indonesian offi- 
cials last August was a consultation, not a 


: formal negotiation, while a Jakarta offi- 


cial has. been quoted as saying that.the 
talks.resulted in a full understanding of the 
presidential decree by Washington, which 
: egulations 





gladesh 4 
‘ernment in Dhaka has also refused to allow 


| visaged in the Ends Report — Indonesians 

















|, Washington reached any : 
-| standing on how to split the Ind esian 
| Government ` 
р Jakarta's, claim of 100%, the actual In- 









977) - — the gov- 


paymentof the final three instalments en- 








£188; Filipinos £214 (£125 in 1977); Hong- 


| kong. belongers £208 (189° in 1977) and 


crew from Kiribati and Tuvalu £220 (£117 


4.41977). 


The union contends that, though it is 

now clear that its policy of “the rate for the 
job” can never be achieved under present 
circumstances, its efforts have been par- 
tially successful. Many pay rates have im- 
proved in real terms and the number of 
non-domiciled seamen has dropped sub- 
stantially. The: reduction from 17,015 to 


„5,869 represents a fall of 53% compared 


with: a drop of 33% in the number of 
NUŞ seamen in the same seven-year 


"period. Much of the reduction, however, 


is due То. an overall contraction of the 


‘British fleet rather than to the replace- 


ment of foreign ratings by NUS members. 

' One problem now facing the. union is 
that pressure on shipowners; who have in 
the past allegedly saved.up to £50 million a 


year by employing Asians, may lead them 


to re-register their ships. under flags of 
convenience to which the. union is:totally — 
opposed, and which general secretary Ju | 


“Shipping с ойе & say үчне ‘two. sides к 
cided to split the aid cargo 50:50. How- 
ever, it is not likely that Jakarta and 
explicit under- 








cargo generally, . 


donesian share of about 1076, Wash- 


'ington's advocacy of open competition 


among all shipping lines and the actual 
American share of more than 50%. The 


“two. sides are understood:to have shared 


the observation that third-party shipping 


„lines were benefiting from this trade and 


that they should: be: squeezed out even: 
ne ; J 


akarta officials met. tlie liaec po 
had complaints similar to. those of the 
US) in September, challenging the officials 
fróm Tokyo to produce domestic Japan- 
ese laws and regulations which compelled 


_ them to.oppose the presidential decree on 


shipping. Tokyo’s position was that, be- 
lieving in the freedom of shipping and 
adhering to the international understand- 
ing on.this freedom as embodied in the Or- 
ganisation for Economic Cooperation and 
Development. code, it.did not have laws. . 
favouring domestic shipping: lines. But 
there isa law that provides for the possibil- 
ity of Tokyo taking retaliatory measures 


| when Japanese ships are severely discrimi- 
E nated against, the Japanese apparently 
explained. | 








Most impor nt, however; is. the. fact 
that: “an exchange Of. notes”. between 
Tokyo and the recipient government must 
take: place before. each case of Tokyo's 





^project- tied. ¡concessional yen credits. be- 
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Slater says is “where the worst examples 
of exploitation of Third World seamen are 
to be found." 

And that is not the union's only di- 
lemma. For the levy paid by the ship- 
owners to the union, to be used to fight for 
the cause of non-domiciled seamen, has 
not gone into a special account but into the 
union's general fund. The payfnents 
amount to almost £200,000 a year, or 
about 1096 of the union's income. This has 
prompted accusations that the shipowners 
are bribing the union to allow them to con- 
tinue employing cheap labour. It has also 
led to claims that the union cannot be re- 
garded as an independent body represent- 
ing its members' interests, an argument 
which could jeopardise its eligibility to be 
registered as a union. 

The union has, therefore, tied itself into 
moral knots. But it points out that it is the 
shipowners who pressed for exemption 
from race-relations legislation and who 
threatened that, if they lost the right to 
employ cheaper labour, they would have 
to sell their ships or put them under 
another flag. “The UK fleet has lost about 
half its tonnage in the last seven years," a 
General Council of British- Shipping 
spokesman told the REVIEW. “It is a very 
Serious situation, and we face severe com- 
petitive pressure. If the employment of 
Asian seamen was to stop suddenly, it 
would mean lost jobs for British seafarers 


ЖР ó att a 





and many ships would be unable to com- 
te and would be sold." He stressed, 
owever, that it was *absolute nonsense" 
to talk of exploitation. *Non-domiciled 
seamen are emploved at rates of pay 
negotiated by their own unions, and are 
exceptionally well paid in terms of rates of 
pay in their own countries." 


he union's tougher attitude is partly a 

response to the changed climate of opin- 
ion about racial discrimination. But the 
economic recession has also helped con- 
centrate its mind. In the past two years the 
traditional labour shortage has changed to 
a surplus. There are 2,000 British seamen 
registered as unemployed and thousands 
more have taken redundancy payments 
and been paid off. So while union trea- 
surer Sam McCluskie is sincere when he 
says, “We accept that the continuance of 
this practice is a disgrace to the British 


flag,” he and other union officials are also’ 


strongly motivated by the need-to pre- 
serve and create jobs. 

There is some nervousness within the 
union that the decision to renew the cam- 
paign against foreign-registered seamen 
might rebound against the interests of 
British seamen on the same ships. For if 
the ships are switched to other flags as a 
result of NUS pressure, even the jobs of 
NUS members may be lost. Nevertheless, 
following a lengthy debate on the issue by 





Indonesia's Tanjung Priok port: hoping for a quiet settlement. 


comes disbursablé, the Japanese said. The 
standard Japanese note states explicitly, 
among other things, that the question of 
which ships will carry yen credit-financed 
aid items must be decided on the basis of 
free and fair competition. Normally, 
Japan makes aid commitments to In- 
donesia at the Inter-Governmental Group 
for Indonesia meeting at mid-year 
and exchanges notes on yen credits with 
Jakarta (that is, secures Jakarta's under- 
standing of the terms of the yen credits) in 
November or December. 

Last year, Tokyo ànd Jakarta were not 
able to exchange notes because of the 
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presidential decree on shipping. In June, 
Tokyo pledged a fresh ¥63.2 billion 
(US$273 million) in yen credits and there 
are accumulated unused credits of #10 
billion, which will also need a new ex- 
change of notes before they can be acti- 
vated. The Japanese are saying that the 
delay in the exchange of notés for 1982 
commitments may affect their prepara- 
tions for 1983 commitments. 

Meanwhile, Japanese shipping com- 
panies are also hoping for an early solu- 
tion. They claim that, strictly, the presi- 
dential degree as it concerns aid cargo can- 
not apply to such cargo which is being 


the union's executive cómmittee in De- 
cember 1982, officials seem committed to 
press the matter and Leo Barnes, general 
secretary of the Indian seamen's union, 
has been invited to London for talks. 

The same executive-council meeting 
agreed that the chances of persuading the 
present Conservative government to take 
action are virtually nil. Instead, a*delega- 
tion is being sent to opposition Labour 
Party leaders in an attempt to secure a pre- 
election pledge that the party will scrap 
the Race Relations Act exemption for 
shipowners. In addition, the shipowners' 
levy — initially £15 per head but now £30 
— 1s to be held in a separate account. One 
of the first uses to which the new account 
will be put will be the funding of a Court of 
Human Rights case. 

Slater argues that the scandal lies not 
with the levy but with the continued em- 
ployment of cheap labour by British ship- 
owners in pursuit of profit. "Whether or 
not the NUS decides to scrap the levy next 
month, cut-price Indian and African sea- 
men will continue to be employed on 
British ships. On the other hand, if ship- 
owners were to recognise their obligation 
to employ UK registered seamen — of 
whatever colour, nationality or race — on 
NUS-negotiated pay rates, or if the gov- 
ernment were to outlaw racial discrimina- 
tion on British ships, the problem would 
disappear at a stroke." 


shipped now and for which the exchange 
of notes containing the freedom-of-ship- 
ping clause was completed before April 
1982. But Jakarta has never made an offi- 
cial statement to this effect and the Japan- 
ese shippers — typically, exporters of 
machinery for Japanese aid projects — de- 
siring to avoid any misunderstanding ог 
possible disruption in shipments, are al- 
ready shifting their aid cargo to Indone- 
sian shipping companies, according to the 
Japanese. 

There is a private agreement among Ja- 
panese, Indonesian and third-country 
shipping lines to share the trade between 
Japan and Indonesia 43:43:14. The Japan- 
ese shipping companies say that actual 
shares have approached the agreed split, 
adding that if Indonesia were to take all its 
government cargo, or just 10096 of Japan- 
ese aid cargo, the Indonesian shipping 
companies would increase their share of 
the trade to above 43%. 

Japanese officials are hoping to meet 
their Indonesian counterparts later this 
month to resolve the issue. Apart from 
pressure from Tokyo, Jakarta is facing 
some resistance from domestic state-run 
companies, which now must export their 
products using Indonesian shipping com- 
panies and are dissatisfied with the ser- 
vices provided. But obviously Jakarta can- 
not rescind a presidential decree easily. It 
is suggested that the two sides will quietly 
settle for a 50:50 split of the Japanese aid 
cargo, as the Americans are believed to 
have done with theirs. But officially, 
Tokyo will have to continue calling for 
free competition for aid cargo and for 
freedom of shipping. г) 
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This ондаи listing of 
-Hong Kong's top people with 


photos has now been updated. `_ 


In.compiling the names 
included in this book; the 


editors and researchers 


selected those figures. who аге. 


leaders in their fields: i in. 
business, finance, « mmerce, 
banking, the arts, Sport, 
government, the media, the 
professions, manu 

and other spheres. 


. Over 1,500 ine їйїйча! names 
апа addresses, most of which 
are illustrated by photo- 
graphs, make this a: valuable 
reference book and ап ир- 


ома 


market | mai ng eid; 


. WHO'S WHO IN HONG . 
KONG is a valuable ғ 
tool for scholars and jour- 
nalists, both at home and . 
abroad, and a handy refer: 
ence book for businessmen: 
Overseas interested in the 
affairs of the Colony. 

' The book also catalogues 
major Government depart- 
ments, Counsuls, Trade Com- 
missioners, Associations; 
Clubs; Societies, and the 
media with a wealth of 
information on the people 
монеа in wan institutions. 


* эт я aa тө en к ttn nn а же n in v) жан a июн A аа. 


P Publication Division 
winches ae Quarry Bay, Hong Kong. 


would like to order:a сору of Who's Who in Hong Kong. y 
my cheque for $200 (or multiple in event of plural ‘order: Postage "m 
il-for ‘overseas order is SY | 








dia’ s exports to the Soviet Union increase е rapidly, Ds 


vh hile those to the West decline 


for consumer products is easier satis- 
| by imports from India owing to a 
hortage of hard currencies and strained 
elations with the West. In exchange, 
loscow іѕ: абе to supply New Delhi with 
‘aw materials, industrial goods апа arms, 
nd has no objections to conducting the 
-way trade in rupees. 
‘he. interdependence between the two 
nderlined by the: current long-term 
reement, which envisages a 











1980 and Rs 11:03 billion in 1979. 
ure is thought to have exceeded 
illion in 1982, and is projected at 
illion this year. 

India's purchases of Soviet goods 
ached Rs 9.55 billion in fiscal 1980 
ich ңы in April that year), 
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y Jon Sikes 
ingapore: The Singapore refining in- 





‚ (SPC) president Cheng Hong Kok re- 
ealed that China has sounded out SPC on 
he possibility of a direct-processing agree- 
jent. This marks the first time Singapore 
efiners have been directly approached by 







oint venture in which the government- 
ds a 31.33% interest.) 


A three- -man negotiating team recently 
rned from Peking where a possible 


m 
pea to be serious, as nep 






















chinese officials, though third-party pro- 
essing has occurred in the past. (SPCisa | 


wned Development Bank of Singapore- 


Rs 8.24 billion in 1979 apd Rs: 4, 7 billionin 
1978. Exports from India leapt to Rs 11.57 


| billion in fiscal 1980 from Rs 6.38 billion in 


1979 and Rs 4.11 billión in 1978, For 1981, 

provisional figures indicate that the value 
of exports climbed another 5095. Indeed, 

India's export growth in 1981 was limited 
almost solely to the Soviet Union, 
sales to.the United States stagnant and 
those to the European Economic Commu- 
nity declining for the second successive 
year. Trade deficits with the EEC and Ше 
US trebled in 1981. But, according tothe 
provisional figures, the previous deficit in 
















| trade with the Soviet bloc was turned into 


a surplus, Exports to the Soviet bloc 
moved up from 1395.of the total in fiscal 
1979 to more than 24% in 1981, overtak- 
ing those to Western Europe (down from 
31% to 23%) and the US (1496). 

The Soviet Union has become the 
biggest single buyer of several traditional 
export items, including tea, tobacco, 











тарава еа апа jute goods, and the sec- 





possible direct-processing agreement with China 
ghtens up Singapore refiners’ outlook 


ter time. Refiners here have long sus- 
pected that traditional trading patterns 
will be drastically affected at some point 
during the year when rivals in Malaysia 
and Indonesia start expanding. their 
capacities. Indonesia's national oil com- 


a : 
conducted by the powerful China | 


ational Chemicals: Import-Export 
Zörp., which is the official trading body 





ports to nine countries over the past 10 


“decisions. 
€ news could not have come at a bet- 


this sector. It has negotiated crude ех- | 


years and has the authority to make final | 


cashew kernels) have been displaced. The 


with | 















go ems, 
suyers (Brita 
and the US for jute goods and 


share of industrial goods in total exports 
has been going up, to about 4576 cur- 
rently. The fastest growth has been in con- 
sumer-goods exports. In 1981 cosmetics 
exports to the Soviet Union quintupled, 
tyres doubled, finished leather goods 
more than doubled, bed-linen and towels 
more than trebled, garments more than 
quadrupled and pharmaceuticals nearly 
doubled, 


revented from buying from the West 
‘due to foreign-exchange difficulties 
Soviet consumers are wiping the Indian 
market clean of a wide range of products 


ranging from soap and nail varnish tocar- 


pets and processed. foods — all in short 
supply in the Soviet Union. Indian man- 
ufacturers who exported only on a small 
scale previously have begun expanding 
and diversifying to meet Soviet demand. 
The Kandla free-trade: zone in Gujarat, 
once nearly extinct, with only Rs 55 mil- 
lion worth of goods produced i in 1979, has: 
received a new lease of life. About 85% of 
its production in 1981 — worth Rs 700 mil- 
lion — was for the Soviet market. 

Some of India's largest’ industrial 
houses have set up export-oriented fac- ` 


tories, some of them in the two free-trade 


pany, Pertamina, informed Singapore re- 
rs just last month that purchases of 


products, primarily diesel and kerosene, . 


will be slashed by nearly 60% — roughly 
14% of Singapore’s total throughput. 
Moreover, processing contracts are only 
for the first three months instead of the 
usual full year. 

(In mid-1981 Pertamina signed con- 
tracts to more than double Indonesia's ef- 
fective refining capacity and bring output 
more in line with domestic consumption. 









-The expansions will increase basic capa- 


city by 400,000 barrels per day (b/d) and 


_add two hydrocrackers, capable of crack- 
ing 145,000 b/d into products needed. 


domestically. The projects are scheduled 































i joi 
Rank Xerox of Britain (a т. of 
Xerox Worldwide Inc.). At the same time 
her plant is being set up exclusively 

the Soviet market. Every component 

| be imported from Rank Xerox, which 

s 40% equity in the venture. 

ia is seeking to take over labour-in- 

ve industries from the Soviet Union. 

er, India believes that with rising liv- 

. ing standards, the Soviet demand for In- 
dian goods will grow. and it has the capa- 
city to meet it. 'There is already an agree- 
ment in principle for reserving capacity in 
India to make 500 million ms of cloth a 
у iet market. Indian access 
larkets has been obstructed 

sm while Moscow's difficul- 

gn exchange actually facili- 

' in access to the Soviet market. 
Faced with a gap in its balance of pay- 
ments, India welcomes the opportunity to 
offset sales of its products with purchases 
of such Soviet goods as crude oil, fertilis- 


-.: ers, steel and newsprint. More important- 


dy Moscow i is the largest supplier af mili- 
eto. N 


What is known i is that fan жүз 
ment is concluded, processing will be done 
, at the Singapore Refi ining Corp. (SRC), a 
joint. venture between SPC, Caltex and 
British Petroleum (BP). Not even Caltex 
and BP are being informed of the details 
of the discussions with the Chinese. BP is 
nevertheless assuming that the. possible 
agreement would cover crude oil from the 
Daqing field but “we have no idea at what 
quantities or the length of the agree- 
ment,” a BP spokesman said. 


Such an assumption may be viewed. 


against the fact that 1.5 million barrels of 
Daging crude was obtained by Coastal 
Petroleum, one of the larger Singapore oil 
traders, and processed at Esso’s refinery 
during the first quarter of 1982. As in'simi- 
lar third-party processing done in 1980, 
the Esso processing was a temporary ar- 
tangement. 

Daqing, located about 1,400 kms north- 
~ east of Peking, produces about half of 
` China's total oil output — or about 1.07 
. million barrels per day (b/d) іп 1982. Al- 
though фек is believed to have 
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Hongkong Trafalgar is doing a roaring tr 


flats whi 


By Mary Lee 
Hongkong: Political uncertainty over this 
territory's future is going to benefit at least 
one local property-development cempany 
and — by a stroke of historical luck — Por- 
tugal as well. Trafalgar Housing has just 
launched a scheme whereby purchasers of 
10,000 flats which it is building on Taipa is- 
land in Portuguese-administered Macau 
will — after six years — become eligible 
for Portuguese passports. Portugal bene- 
fits by way of a company, set up by Trafal- 
gar and other partners and incorporated in 
Lisbon, which is committed to investing in 
the ailing Portuguese economy. 
Trafalgar's managing director, John 
Wu, said he conceived of this scheme in 
October 1981. With the backing of 
Macau's governor, Adm. Vasco de. Al- 
meida e Costa, he was able to persuade 
the Portuguese parliament to amend íts 
nationality law within eight months so that 
residents of. Macau would be considered 
residents of Portugal. Such residents, 
however, must be investors — a term 


Although Daqing crude does have some 
poor qualities, ironically it is well suited 
for processing in Singapore. Daqing crude 
is known to have among the world's high- 

est residual fuel yields, plus high levels of 
wax content, viscosity, nitrogen and sedi- 
ment. Through US$700 million spent in 
upgrading programmes Singapore re- 
fineries are substantially ahead of the re- 
gion in the installation of secondary pro- 
cessing units which further break down 
the heavier fuel oil. Significant invest- 
ments have also been made in facilities 
that break down a wider range of crudes. 

SRC. has kept up with both trends. А 
05882 million 'catalytic-reformer unit 
which is nearing completion will have the 
capacity to produce 12,000 b/d of petrol 
when it comes onstream in February. Also 
expected to be operated by July is a US$44 
million visbreaker complex that will have 
a capacity of 29,000 b/d producing mainly 
diesel and kerosene. 

Refiners here have long wanted 
Chinese crude contracts on any sort of 
basis, be it third party or direct. Although 
SRC is the only refiner to be directly ap- 
proached so far by the Chinese there will 
be competition from the multinationals. It 
is believed that both Shell and Esso have 
just recently made overtures to the 
Chinese. | 

_ However, it is no secret that the 


ent basis whenever possible. 
very little pricing difference be- 
gapore" s five refineries SRC, due 
‚ would appear to have 


a decided edge in any negotiations... fg. 








offer buyers a shot at resi 


which айг. to owner 
years’ residence. 
qualify the investor to: 
tionality. The attracti 


dence rights in W 

will enter the Europea 
munity in 1985) is that 

not be physical. Al | 
visit Macau only once à year t 
resident's status. 0 

Since Trafalgar launche: 
programme on January 7, the at 
to be selling like hot cakes. 
will be from 1985 onwards.) How 
said only 2,500 units will be alloca 
Hongkong. "The Portuguese: 
ment wants residents in other countri 
have the opportunity as well," 
adding that Тарап and Southeast А 
Chinese constituted potential investo: 

The Taipa flats cost HK$@00-$85( 
(US$92,170-130,600), depending on 
size of the unit. Purchasers are require 
pay up 50% of the purchase price wi 
four months of signing the sales. 
ment. The balance must be paid Wi 
seven days of notification that a^ 
dence licence is being issued. If anapp 
tion for residence is not approved w 
nine months. Trafalgar will repay th. 
with interest at market rate. 

Five-year mortgages for 5076 of t 
chase -price are available thro 
number of banks, including the Hon 
and Shanghai Banking Corp. Tra 
stands to earn HK$6-8.5 billion g 
through the scheme, thus securing 
nance for the construction cost of. 
Taipa project, which Wu says has 
HK$3-4 billion from HK$1.6 billi 

Meanwhile, the company in.Lisbo 
FINCSPPI — is committed to investin 
least US$100 million in Portugal. 
ing to Wu, the purchase price of the | 
already includes the US$30,000 req 
mënt determined by the Portug 
Government for. each investor to qu 
for residence, But this money, he sai 
does not go directly to Lisbon’s coffer: 
“We have to invest the funds iti proj 
approved by. Lisbon," ће said. Th 
US$30,000 can be redeemed by the in 
tor in 15 years, earning 5% annual 
terest. The investor will also enjoy. — as 
holder of preference shares in FINCSPI 
-— a 5% annual dividend. 

Asked to comment on the-sche 
described by some analysts as 
money from the blind,” Wu retofte 
the blind who do not realise the facts 
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Chinese gold mark 


.Japan in 1982 by 





Hongkong: Details of the latest proposals 


| for the credit restructusing of Carrian In- 


vestments have now been released to cre- 
ditors. Snvestiments' net-asset value is put 
at anything between a few Hongkong 
cent$ — on the basis of an immediate 
break-up — up to HK$1.50 (23 US cents) 
a share on the assumption of a successful 
debt rescheduling and sales of properties. 
A similar document, released earlier, re- 
lating to shipping subsidiary - Grand 
Marine shows that company to have an es- 
timated net worth of 55 HK cents à share, 
or HK$100 million in all. 

In addition, the net asset value of parent 
Carrian Holdings is understood to be 
around minus (in other words, a deti- 


By Philip Bowring ánd Christopher Wood 





d New proposals for the re: cue of the Carrian group are put 
to creditors but there is still much wrangling over terms 


ciency of) HK$1.3 billion. Moreover, part 
of the HK$250 million pledged by 
anonymous Carrian Nominee for the re- 
financing package has already been used 
up to meet interest payments. The docu- 
ment also says some assets, previously 


-claimed to have been sold by Investments, 


have now found their way back into the 
company. 

Creditors were asked to decide on the 
proposals by January 14, but unanimity оп ` 
their merit seems a long way off. Reac- 
tions range from: "We'd go along with any ` 
scheme to keep Carrian afloat rather than 
force liquidation at this time" to: "They 
[Wardley, a Hongkong and Shanghai 
Banking Corp. subsidiary] led us into this 
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Law for the jungle 


New Japanese legislation helps protect the naive from 
crooked Horigkong*based commodities brokers di 


Hongkong: The Tokyo authorities have 
acted to curb fraudulent trading by Japan- 
ese brokers on the Hongkong Commodity 
Exchange.. Legislation, effective from 
January 15, has been drawn up by the Ja- 


| panese Ministry of International Trade 


arid Industry in an attempt to deal with a 
problem assuming epidemic proportions. 
During the past 12 months, Hongkong's 


‚ regulatory authorities have suspended 14 


broking companies trading on the local ex- 
change, many of them with Japanese links 


The legislation sets up the regulatory 
apparatus needed to cover futures trading 
on overseas exchanges. Previously none 
existed. But, initially, only Hongkong- 
based markets have been singled out to 
come under the new law ese are the 
local commodity. exchange ich 
futures contracts in gold, sugar and: 
beans, and the Chinese Gold and 
Society... the 














The legislation. f i 
nek 
Commissioner for Commoditi 
Allen Mills. Cooperation 

gulat 


| ee are prerequisites for an 


dimensions. Мис! 


triangular, making i 







T remains a moot, 





Hongkong. Commodity Exchange, with 
brokers making off with the money paid 
up — à practice known as bucketing.. | 
Under the new laws, a “cooling-off 
period" will apply in cases in which a 
broker has gone out and solicited busi- 


; ness, This means that before an order can 


be executed 14 days must lapse from the 
time jt was first commissioned — an at- 
tempt to protect the naive from the un- 
scrupulous. The legislation also insists on 
properly authorised and. clear contract 
agreements between broker and client. At 
present these are "vague" and give rise to 
disputes when things go wrong. The 


‘preamble makes clear the authorities’ 


concerns. Most trade transactions sol- 
icited in Japan relate to Hongkong's com- 


; modity exchange, it Says, and "it is. as- 


sumed that unjust solicitation, bookmak- 
ing and other activities are commonly car- 


tied out by opportunistic dealers" with 
clients entering into agreements “їп a 


blind manner.’ 

- The Japanese initiative is welcomed by 
Mills. and by Hongkong Commodity Ex- 
change chairman Peter Scales, th gh. it 
oint to what extent trad- 


ing volume will be affected by the new 


laws on an exchange where. Japanese 
b 


have accounted for an estimated 
One commodity broker 
kerage house 
Hongkong has always b been 
audi Japan,” $4 











ratorium on or г rescheduling 
> all lenders would retain their 
е isting security but. cash would, for the 
time being, be pooled. In the case of Car- 
tian Investments, immediate cash needs 
_ would be met by a loan from the Hong- 
kong апа Shanghai Banking Corp. of 
uH HK$250 million, matched by a contribu- 
tion of similar size from Carrian Nominee 
- Which, at least in theory, controls Hold- 
ings, which i in turn controls Investments 
though most. of Investments’ shares are 
'dgedtolenders). — . 
is where the argument starts. The 
Hongkong Bank loan would be secured 
ipally, it is understood, on the only 
;major Investments asset which is not al- 
ready heavily encumbered, its interest in 
the Transpacific Centre im Oakland, 
California. This has raised several ban- 
Кет” hackles. Said one: “Why should they 
come in now and grab what's probably the 
"best security in the group — at least it's 
'outside Hongkong? The Hongkong Bank, 
through Wardley, bears heavy responsi- 
bility for creating this balloon [C агпап] in 
the first place. Now it's trying to save its 
face at our expense. Who do they think 
they are?" 
Another put -resentment against 
Wardley in a different way: “Who are they 
representing. Carrian? The creditors? Or 
_just themselves and the Hongkong Bank? 
ong they have failed to declare their 
is and those of their parent in 
£ e size of their loans, 
ecurity, how many 
ey hold, what kind | will have чо rely entirely оп Grand 4 
are subject to, and | Marine's own devices. 
Théy would effectively have to waive 
Р M guarantees given by Investments and fall | guesswork. : 
minates in a general | back on the ships themselves and their in- | But what is really scaring those lenders 
ey has persistently refus- | come. Lenders would keep their existing | with reasonable: security. is that even 
divulge who Carrian's principals are. | ships as security, but all loans would be re- | though the Hongkong property mark 
ongkong Bank's critics say they | packaged into one big 10-year loan of | may regain some sort of equilibrium. Ca 
esire at all to rock the boat atthis | US$450 million. Small repayments of | rian still has too many commitmen 
difficult time by pulling the plug on Car- principal would begin in October, but | the road — such as to the Mirama 
rian. But equally they say their attempts to | would balloon in the last two years — the | — to have confidence in its long 
act responsibly should be reciprocated. | final repayment of US$191 million being | bility. Also, fears that more skel 
But having made unwise lending deci- | in 1993. Repayments of principal to indi- | be unearthed have not been assu; g 
sions, complaining at the way affairs are | vidual lenders would be made in accor- | the volume of information in (ће. 
now being conducted is not going to help | dance with a complex.formula based on documents. 
them to get their money back unless, as at | the tenor and. maturity structure of their | Even some lenders to Holdings wh 
present seems unlikely, they are able to | existing loans. Spteads on the new loan | only security is shares in Investme: 
get together and make alternative sug- | would be 0.25 of a percentage point over beginning to ask whether the best thin 
‘gestions, or insist on an e. atever individual lenders are currently | ‘might not be an orderly receivershi 
viser. . ec rather than to encumber the gr pup 
‘Whatever their frustrations, | ~ Some nkers say that though the struc- | with new debt which might benefit. 
ditors will find it hard to reach co re of the scheme is fair they claim that it | lenders more than it would the sharehold 
ground, given the differing interests. c ts Carrian off the hook by separating its | ers: Meanwhile, some banks would lik 
secured and unsecured, varying à h ebts from those of Grand Marine. Others | to see a new management installed. Th 
10. the type and size. ‘of their sec ity (E fi ) the repayment schedule | Wardley proposal provides for a creditors’ 
апу) and whether their loans are to the ses those whose loans are nearly re- | committee to oversee management but 
parent or to the quoted subsidiari Г y and say they will demand.a | some regard this.as an inadequate : 
deed, some see a divide- and- rule ct la. Although Grand Marine | sponse to the failings of the existing team 
: It is believed that the Hongkong Bank ap- 
| proached Bill Wyllie, former restructure 
of Hutchsion and now engaged in 
‘rescue British manufacturing gr 
to sort out.Carrian. But Wy 
humblest ot men -= 




































ИТР known as “Harrisons: Malaysi 
Hope for Harrisons Under a scheme of arrang 
At a time when weak commodity prices | d 
have eroded: the profits of most of | half-year > accounting period, 
Malaysia's large estates companies, Har- | passed from former parent’ Harr 
risons Malaysian Plantations Bhd | and Crosfield, of Britain, to Malay: 
| (HMPB) has achieved a modest im- | state-owned: national equity -corpor 
provement. Interim figures for the. six | tion, Pefmodalan Nasional. Permodal 
months to Sept. 30, 1982, show group | now.owns 58.5% of HMPB. and H 
|post-tax earnings at HMPB, the goun- | sonsand Crosfield 30.3%. 
try’s. third-largest lantation com апу, ‘A director of the company reaffirm 
1.2% higher at M929 million (US$12.7 | that HMPB was on course toachieve the 
million). Four major factors prevented | full-year net profits forecast of M$50 
ће kind of downturn which HMPB's ri- | million contained in the scheme 
vals have been suffering. First, the com- | ment published last July. Th forecast, 
pany imposed a number of short-term | which was repeated in the introductor 
economies that have successfully trim- | document for the Kuala Lumpur Stoc 
med costs. Secondly, land acquisitions Exchange last September, is condition 
by the government — amounting to | ona 12-month average price of M$2.0; 
some M$6 million in April-June alone — | Kg. for rubber, M$750 a tonne for p 
| bolstered iricome and limited the drop in oil and M$2, 800 a tonne for cocoa: ^ 
the surplus on trading to 4.2%, from “JEFFREY SEGAL 
M$33.4 million to M$32 million. ; i | 
Thirdly, HMPB's interest in Sabah Plan- Bumpy road 
tations, which was lifted from 48.2% to | Major Australian: transport ^ grou 
100% in March 1982, showed up in the | Thomas Nationwide Transport Ltd, re- 
trading surplus for the first time. And ported a 27.6% fall in net profit tc 
fourth, the combined: Malaysian and | A$15.3 million (US$14.8 million) fo 
British tax charge worked out M$4.2 | three months to Sept. 30. But group r 
| million lower at M$13.3 ‘million, turning | venue rose 24% to A$370.9 million du 
an 8.5% cut in pre-tax profits into a net | ing the quarter. Directors spoke of dit 
gain. ficult trading conditi 
The results were the first issued since | ful that the grou 

the restructuring of HMPB, formerly 






















































































































































































































scheduling into a separate . 
(Grand Marine is a coherent enti 
all of whose loans are secured on ships: 
survive in the short term it needs. only à 
small cash injection and’ may wel Je 1. 


according to the new document, 
IK$5.65 in Carrian’s books — : 
. able То forget about. it would 
estments' problem. With sales 
Fleming Special Holdings’ 

r planned (Shroff, 





ро to Jan. 10. Hongkong and 
ia lurched higher іп wel 
coveries and in Manila; mining issues: ` 
specially firm. The happier mood was at- 
ibutable in large part to con | 
ness on: Wall Street, though: in several 
- trading \ was thin after the holiday. 


na rose in a trend that gathered: pace 
late*in the period, with 96 point 


trading days. The index closed at 4, 158. 22 
for an overall gain of 48 points. ) 
rose to 5.8 muon shares valu 


4. 9 ‘milion shares on the opening day. 

Analysts attributed the advance to the in- 
fluence of Wall Street and pointed out that 
local conditions remained largely: bearish, 
with the short-term economic outlook dis- 
couraging and weak corporate perform- 
ances expected. 


| Kuala Lumpur. 


| After a: month without moving, the, mar- 
ket. groped cautiously forward. Four соп- 
secutive trading days of gentle rises can- 
celled out-an early.reverse on Jan. 4,.апа 


time the Hang Ed Index cloned the 
od at. 845. 15, marking ап increase of 
0. 3%. Most of the arg 


rket's strength. Instead, 
aid the. re urn of local buy ў 


uc of the bad news is. ite out. 
ordingly, investors are now 
‚Ву the low. multiple 
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Fraser's industrial dex ‘closed 22.38 








| to, Wall.Street's advance 


unwilling to ее the mild improvement as 
anything more than.ashort-term response 
wever, and 


pointed out the. ¿continuing underlying 


к= egy. Turnover: made steady 


heavily-traded MBF d homm cp 43 M 


- cents [19 US cents] to M$5 


















‘Bank, which climbed frot 
M$5.10.. 


Australia - 


Fuelled by overseas ag ыан waging, 
primarily from. the United States, the. 
Australian All-Ordinaries Index rose 48.8 
points to close the period at 526.2, amin- 
crease of 8.4%. Turnover was substan- 
tially higher than in recent weeks. Base- 
metal and mining stocks - меге: the 
strongest performers, reflecting higher in- 
ternational prices for gold and other met- 
als. These, were bought, by overséas in- 
stitutional investors seeking -cyclical 
stocks on the view that present lower in- 
terest rates will lead to economic re- 
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Product value results from | solid 
design, quality parts, precise manufacture 
and the calibre of before and after sales 
support. 

Caterpillar achievements in these 
areas set the standard of value for the 
heavy equipment and diesel/natural gas 
engine industries throughout the world. 
Last year alone, Caterpillar invested 
almost US$350 million in research and 
engineering to make our e aus more 
reliable, productive, fuel efficient and less 
expensive to maintain. 

And, Caterpillar Dealers in Asia 
provide ыд before and after sale 
customer support services called 


CAT PLUS, to help Cat 








tandard ^ 
of Value 


product users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types "o sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the field ... we con- 
tinue to же it. As producer of the world's 
most complete line of heavy earthmoving, 
material handling and diesel/natural gas 
engine products, Caterpillar established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 


2 [H CATERPILLAR 











Bi LETTER FROM DUMAGUETE | 








А": the coconut trees and banana 
patches high in the hills above one of 
the poorest parts of the Philippines lies 

wat may be the answer to the growing 
eneWy needs of the country’s Visayas re- 
gion. It is here, at Palinpinon field on 
Negros island, that large underground 
reservoirs of very hot water — up to 
320°C — and super-heated steam are 
being tapped to produce geothermal 
energy. 

By 1986, the field will be producing 
a whopping 230 mws of power for local 
users. And the project's senior consult- 
ing engineer, Angus Brodie, added: 
“We're still just picking at the edge 
of the resource." Brodie, who has spent 
a number of years as a geothermal 
engineer in his home country of New 
Zealand, estimates that the area may 
eventually be able to produce around 
1,000 mws. This would make Palinpi- 
non the largest steam and water geother- 
mal reserve in the world. 

Geothermal energy is 
already being tapped to 
provide power to con- 
sumers elsewhere in the 
Philippmes — at three 
fields in Laguna and one 
in Leyte. The combined 
power output of these 
areas stands at 443 mws, 
making the Philippines 
the — world's second- 
largest user of geother- 
mal energy, after the 
United States. 

The Philippine Gov- 
ernment hopes to add 
another 1,033 mws of in- 
stalled geothermal capa- 
city by 1986 from new 
fields such as Palinpi- 
non. By then it is ex- 
pected that geothermal 
energy will be providing more than 13% 
of the country's energy needs. It is ex- 
pected that the development of this 
abundant energy source at Palinpinon 
will lead to at least some industrialisa- 
tion of southern Negros island. Already 
a large portion of the eventual output 
from the field has been reserved by three 
local mining companies, while several 
other companies have discussed moving 
to the area once full output is reached. 

Dumaguete, a sleepy college town and 
the capital of Negros Oriental province, 
is the closest thing to a city anywhere 
near the geothermal field. Except for the 
omnipresent fuel-guzzling "tricycles" — 
three-wheeled motorcycle taxis, with 
fancy trim reminiscent of Manila's jeep- 
neys — Dumaguete has little use for 
much power. In fact, the 3 mws the town 
is now receiving from a trial steam plant 
at Palinpinon is causing problems during 
peak hours just after the working day be- 


cause the existing transmission lines are 
| overloaded. 











The geothermal windfall thus far has 
done little besides introducing the 
people of Dumaguete to the problems of 
chronic brownouts — а reduction of 
power — shared by their countrymen to 
the north. The brownout phenomenon 
will continue until the new transmission 
lines now being set.in place are com- 
pleted, which could be well into the fu- 
шге 

When that happens and as the full ca- 
pacity of the two planned steam power 
plants comes on stream in 1986, the 
power generated will go a long way in 
Dumaguete and the rest of the island as 
well, including whatis consumed by new 
industries. Thus there is talk, now at an 
advanced stage, of laying a cable to adja- 
cent Cebu island and perhaps eventually 
to Bohol and Panay. 

Geologists were first attracted to the 
Palinpinon area because of its hot 
springs, which often indicate the exis- 
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tence of a geothermal system. Geother- 
mal energy is produced by harnessing 
hot water and steam underground to 
turn electricity-producing turbines. The 
hot water begins as rainwater which 


seeps through openings under the 
earth's surface and is heated by ex- 
tremely hot molten rock, or magma, 2-3 
kms below the surface. In Palinpinon the 
magma is relatively close to the surface 
as a result of past volcanic activity. 

The magma's heat radiates through 
the rock layers above it. As the down- 
ward-moving water is heated, it expands 
and rises towards the surface. Some is 
trapped between layers of rock and cir- 
culates in reservoirs. By 
drilling with rigs like 
those used in the exploi- 
tation of oil and gas, 
these hot-water reser- 
voirs can be tapped and 
the steam piped to power 
plants to generate elec- 
tricity. 

While the geothermal 
process is considered by 
many to be essentially a 
clean source of energy, it 
does pose some environ- 
mental hazards. For 
example, water as- 
sociated with the steam 
brought up from under- 
ground cannot be safely 
discharged into the local 
environment because it 
includes chemicals 
leached from under- 
ground rocks. Boron, in particular, is a 
danger to rice paddies, and its discharge 
is limited by law in the Philippines to just 
two parts per million. 

Thus, water at the field is re-injected 
into the underground reservoirs, The re- 
sult, say geologists at Palinpinon, is that 
the development is almost pollution- 
free. However, because water in pipes at 
the plant contains as much as 60 parts per 
million of boron, at a water-flow rate of 
700 kgs per second, a rupture would be 
extremely damaging to crops. 

Another potential environmental 
danger is the release of hydrogen sul- 
phide from escaping steam, Hydrogen 
sulphide, when it mixes with water, can 
become dilute sulphuric acid, or acid 
rain. Palinpinon geologists say that the 
amount of hydrogen sulphide emitted is 
now at a safe, minimal level. However, 
as the full capacity of the field begins to 
come on line, it will be necessary to 
monitor the level closely. 

— ADI IGNATIUS 
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Khartoum 
Switzerland 
Basel 
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United Kingdom 
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Park Lane 
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Honolulu (Kahala 
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New York 


(Vista International? 
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LETTERS 


Threats and promises 


As someone who spent 18 months work- 
ing in Seychelles, partly for the National 
Youth Service (not Scheme), I was in- 
terested in Philip Bowring's Letter from 
Seychelles [REVIEW, Jan. 6]. I feel it was а 
little unbalanced in important respects. 
Why trot out the old saw about the Soviet 
fleet waiting in the wings when President 
Albert Rene's government is widely 
known to have called in the French fleet 
after the 1981 mercenary attack? 

Bowring could equally have mentioned 
the United States satellite tracking station 
at La Misére, Mahé. Its installations are 
so physically prominent on the mountain 
above Victoria that they are known locally 
as "the golfballs." Indeed, that American 
presence is the best card Rene has against 
Soviet intervention. I wonder also why 
Bowring failed, even in a few words, to 
make mention of the reality of the South 
African threat to the islands. This threat is 
not just a febrile fantasy of Seychellois 
ministers. 

It is true that there is widespread unrest 
about the one-party system and Seychel- 
lois are extremely reluctant to say any- 
thing politically. The government does, 
despite pretensions to the contrary, re- 
press free speech; but again it would have 
been worth asking what kind of system 
Rene's predecessor, James Mancham, 
would have created. It is my contention 
that he would have turned the islands into 
the kind of gamblers' paradise, with all the 
attendant gangsterism, that some Carib- 
bean islands sadly are. 

Indeed, Rene made early moves to 
quash the projected building of a casino at 
Beau Vallon and to curb the influence of 
the rich Italian community. 

Kota Baru. Malaysia DAVID JARDINE 








Singapore's democracy 





83 AM 


lee: no one-party state. 





In his letter Statesman extraordinaire 
(REVIEW, Jan. 6), it is presumptuous for 
Jay Haig. a Canadian, writing from 
Canada, to speak for Singaporeans (“а 
one-party state will be a welcome move 
for ordinary Singaporeans"). One cannot 
mix one's admiration for Prime Minister 
Lee Kuan Yew with changing the course 
of Singapore's, or any nation's, future. On 
the latter subject, Haig is not qualified, in 
any way, to speak for Singaporeans. 

Haig seemed to imply that Singapore is 
not fit to have a democratic system of gov- 
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CPT shows how your word processor 
— of today can be the first step to 


your automated 


ord processing has taken the 
business world by storm. 
Offices large and small are dis- 
covering this great step forward over 
ordinary typing. 

Unfortunately, thats where most 
people stop. 

They ve accepted their new word 
processors as “fancy typewriters” They 
don't realize they're on the threshold 
of an even bigger idea—called office 
automation. 

CPT has long recognized this poten- 
tial in the office. That's why all CPT 
word processors are designed to let 
you add nfw powers — a step ata time. 

Start with CPT s entry-level word 
processor and expand your system later. 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. " 


"Now there isn't a de- 
partment in our corn- 
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office of tomorrow. 


CPT introduces the OFFICE DIALOG LINK" 








It lets your CPT чота processors "talk" to daly a thousand different office devices, including mini and 
main frame computers, other word processors, phototypesetters and OCRS. 


Your different departments will 
soon discover the computer power 
of an advanced word processor, CPT 
software will let them do complex 
math, sort files and make up new lists, 
as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 


Il 


Mail to: CPT Corporation 


pages of additional information each. 

For larger systems, the CPT Word- 
Pak Il"can store over 11.000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is CPT 5 new Office Dialog Link” 

Unlike present "networks" offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So what starts out to be a better way 
to type — is in reality a better way to do 
business. And thats what "office auto- 
mation’ really means. 
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C/O Davidson and 
Partners Ltd. 
РО. Box K-1017 


Kowloon, Hong Kong 


Specifications subject to change without notice at the discretion of CPT. 





( Please send me your 
free booklet: CPT Shows You How 
То Get Into Word Processing —A Step Ar A Time. 
Td like a CPT sales representative to call me. 
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1 CPT takes the mystery out of word processing. 
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ernment. The Malaysians are doing quite 
well with it. And Gen. Douglas McAr- 
thur’s idea of making Japan into a “com- 
mercial democracy” is a success, despite 
sniping from activists, communists and 
socialists. 

Nowhere will one find a party of ideal 
and perfect men who have the monopoly 
of wisdom and capability for doing good 
for their country. No one’s idea of na- 
tional interest or national security is infal- 
lible. The Nazis thought they had the 
monopoly once. The ayatollahs think the 
same way now. 


Singapore CHENG A PIN 


Federalism for Burma 


Win Htein's letters [REviEW, Oct. 29 and 
Dec. 3,782] will be welcomed by all people 
who have real knowledge of the inside 
story of Burma and who believe in the for- 
mation of a federal republic of Burma 
based. on democracy in which all indigen- 
ous nationalities should share equal 
rights. 

A welcome development in this regard 
is the new federalist approach of the 
Karen National Union, a driving force in 
the National Democratic Front (NDF) 
which is fighting for democracy and basic 
human rights of their respective 
nationalities. Some members of the NDF 
now want Burmese as a group to partici- 
pate in it so that the NDF will be a broader 
and wider front to challenge the military 
regime which has ruled and ruined Burma 
for two decades. 


Bonn. West Germany SOE MIN 


Chinese, not Taiwanese 


In Taiwan, 15% of the population are 
mainlanders and 80% аге native 
Taiwanese. Among the native Taiwanese, 
25% are Hakka Taiwanese and 55% are 
Minnan Taiwanese. But it is wrong to 
make such distinctions [REvrEW, Dec. 17, 
"82]. In fact, we are all native Chinese, just 
as New Yorkers are native Americans. 
As for the article The shoes of the 
strongman will be difficult to fill, our 
dearest President Chiang Ching-kuo is a 
man with courage, wisdom, kindness, 
plain sincerity and excellent leadership. 
Are you sure you are giving the truth to 
your readers? 
Miao Li, Taiwan 


Blind date 


There recently arrived on my desk a splen- 
didly bound 1983 desk diary complete 
with gold-edged pages, etc. The flyleaf 
bore the legend: "The information given 
in this diary i is correct at the time of going 


CHIH-HSIUNG HSU 


| to press." Asis usual with such diaries, the 


pages that followed were crammed with 
more or less useful pieces of information. 
Definitely the least useful (but perhaps 
the most dangerous for travellers to Iran) 
was the item for Iran under "National 


| Days," which proclaimed the Birthday of 
the Shah of Iran — October 26 — as a holi- 
day. 
Hongkong PATRICK RUSSELL 
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To engineer the perfect seat 
for our Super Executive “J” Class 
~ we took longer than youd think. 


You might think that with so many airlines 
seeking to impress the business traveller, 
JAL would rush to be among the first. 




















Not so. In planning our Super Executive 
'J Class, we wanted to provide, 

à totally new standard of comfort. 
So we assembled a team of experts 
to carry out a major design project, on a 
whole section of our B747 aircraft. And 
that, as you know, takes time. Beginning 
with our ergonomically designed arm- 
chair, we worked at every detail. By eli- 
minating 33 normal seats, we gained 
enough space for a seating plan that's 
only eight abreast. Each seat is 
either on the aisle or just one posi- 
tiorgaway from it. The new seat 

is wider too, with an extra 10cm 

of elbow room. There's a footrest 
for added comfort and a storage 
compartment for your valuables. 
The new cabin design is at the heart 
of a distinct class of service. Super 
Executive ‘| Class. With a separate check- 
in at many airports and a special board- 
ing pass. 


We created it to serve the needs of the much-travelled 
businessman. So naturally, we took plenty of time 
to get it right. And the fare for ‘J Class? Just 

a little more than the normal economy ticket. 


T Class reservations can now be made. The service is 
available on B747's starting February on the following routes: 
Sydney-Tokyo/Tokyo-San Francisco/Tokyo-Los Angeles. And 
from April: on all JAL Boeing 747 flights. 





Serving you is our way. 


JAPAN AIR LINES 











-- covery. Local investors, however, are less 
sure; They have been selling to meet de- 
mand from overseas. 


NewZealand ^ . 


The market opened the year on Jan. 5 and 
drifted back on low volume, reflecting a 
distinct lack of interest. The NZUC Index 
lost 1.28%- on the: period, closing at 
628.78. Analysts said institutions are wait- 
.ing on the sidelines until a more active 
“market prevails, - 


The market nibejed in л 1983 on. a quiet 


note, with prices of selected issues creep-.. 


“ing higher. Cement shares received most 
attention on consideration of a likely im- 
provement in earnings following reduced 
interest. rates. in the latter half of 1982. 
Average daily turnover was Baht 11.4 mil- 
dion (US$495,652). Despite the selective 

- interest the Book Club Index closed 0.23 
of a point lower at. 108. 62. 


„Manila. 





The market sepmueredi its. best ta turnover in | 


a long while of P65.7 million (US$7.1 mil- 
lion), though volume was a modest 763.8 
million shares with most transactions in 











high-priced. issues. Pace-setters were 


Marcopper and Marinduque gained 12 
and 10 centavos-respectively, despite bad 
results in 1982 and only slim prospects of 
an improvement this year. The most ac- 
tive commercial-industrial was San 
Mi 
million worth of B. sháres. 


Taipei | 


The market began the year on a bright 


note as the-average weighted price index 
jumped. nine. points. to clóse at 449.77. 


Average volume rose by a quarter to. 
ion (US$12.9  million)..] : 
Analysts said investors continued.to react. 
favourably to a recent cut in interest rates, © 





379516 


Food апа construction issues led the mar- 
‚Кез advance. 


Tokyo 


The first trading. week of the new. year saw „|. 


record turnover 
nearly 1 billion shares — and a fi 
vance. Т 
and at the same time there was a-sübstan- 
tial strengthening of the yen, which 


on Jan. 7 Teachi 
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those listed both here and abroad and | 
brisk activity came in B shares. Miners: 


el, which ой Jan. 10 alone sold P8.8- 








v adc: 
kyo followed Wall Street's lead 

















cal-power firms and oil issues 
lar. The discount rate i$ likely to 
һай a percentage point, making inte 
"sensitive stocks attractive. Other n 
gainers were speculatives, paper 
and credit companies. The marke 
continué-to watch Wall Street close 
direction. The Nikkei-Dow Jones A 
age closed at 8,172.66, a slight re 
toric high.on Jan. 8. 











The. composite 'share-price 
t 120.70, marking ad 
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boosted the business prospects of electri- P 
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_ Led by Indonesia, а growing number of South- 
_ east Asian countries are finding a novel way out 
. of the earnings crisis caused by global reces- 


sion and plunging 


mmodity prices — they are 


going back to barter. Technically the counter- 
trade arrangements the Asean five and other 


| Page 10 


| Thai politicians — and military 


|] men--swing the planned 
= democratisation of the par- 
liamentary system. 


rrassed over the 


in the Cam- |. 


— and Prince 


к takes to a |. 


.Korea-Japan summit meeting, 
| but some problems are solved. 


, Thailand: To the rear, march 
‘Cambodia: More straws in the wind — 
jo A prince; not a pauper: „2. 1 
ia: Decreed to be freed 
i n for a thaw 
| | Brace up forthe bases „2... 
“Students: Screwing down the На... 
Onward, Christian students 
Rising from the ashes 
Campuses at rest 
Stifled voice of dissent 
Taiwan: Hawk and chicken. —__ 
Interview/Adm. Soong Chang-chih — 30 
Foreign relations: An eye on Antarctica 32 
Papua New Guinea: Decline brings 
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pe Business Affairs 


бега! victory in Australia _ 40 





Pagel4 wt | 
The Philippines prepares to get 
tough over United States bases. 


Pages 28-30 


Taiwan fears a naval blockade if it | 
does not get upgraded arms. And | 


Defence Minister Soong Chang- 
chih explains why. 


Industry: Thailand bucks the 
petrochemicals tide 
Cover story: Trade goes under the 
counter 
Indonesia is sticking to its 
guns-for-butter principles 
Malaysia changes its tune on 
, Swap-shopping deais .... 
Why Gatt can't stomach the 
ham-sandwich syndrome 
There's room formore deals on. 
Thailand's farms 22. 
Tightrope-walking Manila seeks _ 
а better balante momie 93 
Seoul fears being sucked into 
coals-to-Newcastle problems u. 54 
Target Japan frowns as 
counter-trade grows... 84 
It's hard for Britain to be in, unwise 
to be out 2 
_ And now — Uncle Sam's sogo 
shosha 


52 








Раде 56 JUNE" 
-Bangladesh's economy is grow- 
spects 


. weave 


-Briefing 





India establishes a base in. 
Antarctic, seeking to stake it 
claim to possible mineral riches 


Page 34 


Tribal trouble comes to town. 


Papua New Guinea as the country 
= growing economic prob- 
lems. 


ustralia's liberalisation of en 
for foreign banks is indeed su 
prisingly liberal. VU ES 


| Page 42 


Thailand swims against the tide 
їп going: ahead with a big pet- 
rochemicals project. 


ing — but slowly. And pr 


| for the future are not good. 


Pageó0 —. LOS 
| The latest details to emerge abou 
-Carrian’s finances will not hel 

the attempts to put together a res- 

cue operation. - 


Pugeó2 _ | 
A breakdown of textile trade talks 


leads to harsh action from. th 
Ced States and retaliation fro 


hina. ] 


Development: A crawl, not a leap in 
Bangladesh LLL 
Companies: Catch a falling star — й 
Tan's veil raised „ы... 
Textiles: The warp in China's 
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-Soviet envoy's home 
` in Malaysia 






for four men. involved in a 
shooting irfcident at the Soviet 
‘ambassadors геѕідеһсе ^in 
uala Lumpur on January 13. 
olice said that about 12 shots 
were fired at ambassador В.Т. 
Koulik's reading room, No one 
“was injured. 

















ternational Muslim’ Brother- 
hood Organisation claimed 
esponsibility for the shooting 
in telephone calls to two news- 








rifle snatched from a sentry. at 
the Penang governors resi- 
ence last December 30 was 
used by the attackers and was 
ound outside the embassy. Ex- 
реп. on Islamic organisations 
d the group has no connec: 
ns with the well-known Mid- 

‘Eagtern organisation, 
khwan-ul-Muslimin. — K. DAS 













hief Ad. Sudomo КОШ. 


larch 15. He said the 





uring the March 1-11 general 
ession of the People's Consul- 


ormally designate Indonesia's 
ext president. Sudomo took 
ains to point out that the ac- 
tion should not be seen as a 
prohibition -of political meet- 









of Afghan solution - 
Armed with a four-point 
Nations Afghanistan troub- 
tarted another round of shu 
e diplomacy. And UN Secret- 
ary-General Javier Perez de 
Cuellar: said: 






come back empty-handed.” 

Cordovez ‘himself expréssed 

optimism on the eve of his de- 
',parture for his latest round of 
. talks in Teheran, Islamabad 
and Kabul. 

Earlier. proximity talks in- 
volving the three governments 
produced agreement on the 
| necessity of the withdrawal of 


“Malaysian police were hunting. 


A group calling itself the In- | 


-papers-in Penang. Police said а 








forthe postponement of. 








as. 10 maintain, tranquillity’ 


ative Assembly... which will, 










her as a temporary” 


negotiating agreement, United 


leshooter Diego Cordovez has | 








“This time Ido. 
mot expect that-my man will» 














Soviet troops. from Afghanis-. 


tan, non-interference. in the 
country’s domestic” affairs, 
measures for guaranteeing 


non-interference, and {һе res 
turn from Pakistan and Tran of. 


Afghan refugees. 


Diplomatic observers said i 


one long step forward would be 


an agreement фп the Soviet- |" 


Afghan 'side to a partial troop 
withdrawal, balanced by non- 
interference -guarantees Бу 
Pakistan, China,” 
States and others whom Kabul 
has accused of aggtessive ac- 
tions. - TED MORELLO 


Seoul to ease upon . 
banned politicians . 
South Korean President Chun 
Doo Hwan, appealing for na- 
tional reconciliation and:cohe- 
sion, anounced оп January 18 
that he will start to restore the 


civil rights of some of the 560 


politicians whose activities are 
banned under the law until 
1988 (Review, Jan. 20). Chun. 


did not say how many former: 
politicians will beaffectėd ^ ^ 


“Т wish to make it clear that 
initial steps towards.this end 
[restoration of civil rights] will 
be taken within this year and 


further. ‘steps to lift the ban on. 
remaining persons will follow. 
Pin due course," 
| speech to the national assem- 


bly. 


Labor's shadow cabinet 
revamped in Australia 

In a significant revamp of the 
opposition front bench, Aus- 
tralia's Labor Party leader Bill 
Hayden has appointed conser- 
vative Paul Keating, 39, as 
hadow eu 

Ralph Will 
dary economics role 
shadow cabinet. 
‘John Dawkins, another 
young and aggressive MP, has 
been moved from his education 
slot to industry and commerce. 
Sen. Peter Walsh takes over 
i former, respon- 
of minerals and 


—SHIM JAE HOON 












in the 







energy. 
The leftwing faction of the 
party has been given atokemin- 


.volvement in economics po- 
licy with Stewart West's ap- 


pointment as shadow minister 
of finance and trade. The sur- 


prise. reshuffle by Hayden was 
.seen as ап attempt to shore up 
. | his leadership against any pos- 


sible challenge from Bob 


“Hawke,” the- Jeftwing trade 
unionist. . 


— ANNE SUMMERS 





13096 increase over 1981, 






the: United’ 






“were: а US$320 million ‘hotel 








"mained Seouls biggest market 


he said in а | 


, who gets г asecün- 


















South Korean builders 


became an не 







group 
ran to almost 







dustry sources said: 
Among. new éontracts wont 











-project in Singapore’ by the 
Ssangyong group, a US$34mil-. 
lion housing: - project ^ in 





{Malaysia by- Samick Housing 






and Construction andia US$31 
million airport- hangar project 
in.Malaysia by Daewoo, its first | 
construction venture in that 
country. South Korea’s total 
Overseas “construction con- 
tracts stood at US$13.38 billion 
in 1982, down 2.2% over 1981. 

By region, the Middle East — 
with “US$ billion — re- 
































buti was down 10% on the year. 
— SHIM JAE HOON 


Thailand is now 

‘an oil producer 

Thailand formally entered the 
ranks of small-scale commer- 
cial crude-oil producers on 
January ` 12, «when Queen 
Sirikit officially opened the 
Sirikit: oilfield лп Kamphaeng 
Phet province, about 400 kms 
north of Bangkok, where Thai 
Shell Exploration — ‘a’ sub- 
sidiary of the. Royal Dutch/ 
shel group — is producing 

5,000 barrels a day (b/d). 

This is: expected: to rise to 
ay ,000 b/d in 1985. This output 
is small compared to average 
crude-oil imports of 165,000 
b/d'in 1982 but is nonetheless 
significant in view of Thailand's 
traditional heavy dependence 
on imports. 

— PAISAL SRICHARATCHANYA 


Indonesia i is ready for 
a major bond issue 





“The capital-market authorities 


have ‘finalised approval of In- 
donesia’s first domestic rupiah 
bond for nearly two decades 
(REVIEW, Sept. 10, '82). The. 
Rps 23.7 billion (US$34.9 mil- 
lion) five-year offering for Jasa 
Marga -— the government- 
owned road-building. company 
priced at par and with a 15.5% 
'coupen — is scheduled for 
issue on February 1-15. 





: Canadian > 








sj quotas, 


То facilitate the offering, thes 
government earlier amended. 
regulations to allow over-the- 
counter bond trading and, un- 


“like domestic share issues, to 


allow non-Indonesians to par- 
ticipate, New taxincentives for 


| bondholders were also recently 
“issued and funds used to buy 
“bonds will be exempted. from 
“fiscal investigation. 


CIMANGGE HABIR 


i™ | Trudeau's Manila visit 
te fruit. 









"Prime Minister 
Pierre Trudeau's two-day offi- 
cial visit to the Philippines pro- . 
duced modest results in aid and: 
trade. A 1981 agreement to 


“supply uranium was. ratified 


and Canada is-now prepared to 
sell. The Canadian, Govern- 
ment had needed an assurance 
that the uranium would be used 
only for peaceful purposes. 
Talks’ also touched оп 
Canada's interest іп funding 





FINANCIAL TIMES 








construction of a 90-km. rail- 
way line from Batangas pro- 
vince to Manila, a coal-fired 
generating plant in Bislig, the 
conversion to coal of a Meralco 
generating plant іп Sucat, 
Metro-Manila, a US$5 million 
energy-exploration project and 
a dairy-farm venture. 

Oo SHEILAH OCAMPO 


Jakarta imposes 

new import curbs 
Indonesia has introduced new 
import restrictions to conserve 


foreign exchange and stimulate 
domestic production..A recent 


announcement said the import 
of non-essential goods, includ- 


ing processed and fresh food 


and alcohol, will be subject to. 













< and embezzlement, 


THE RUMSFELD RUMOURS 
peculation in the United States 

Embassy in Tokyo over a possible 
uccessor to Mike Mansfield as 

| ambassador centres on Donald 
Rumsfeld, a former senior official. 

of the Gerald Ford administration 

currently with G. D. Searle, a large 


^^ pharmaceutical concern. However, 


some embassy sources deny the 
peculation. Mansfield, who will be 

80 shortly, is widely expected to 
nnounce his retirement from the 

| Tokyo post, effective in mid- 

-} March. : 


GREAT EXPECTATIONS 


. India is reportedly disappointed at 

. Mietnam's failure to hold an 

, Andochina summit, according to 

. diplomatic sourcesin Bangkok. New 

Delhi expected Vietnam to hold a 

summit of the three Indochinese 
countries in Vientiane before the 
non-aligned conference in March. 

. The summit was to have taken some 
kind of initiative on the Cambodia 
issue. This, the Indians felt, would 
have defused criticism of India's ban 

оп Cambodian representation at the 
non-aligned summit, which has led 


ш ТНЕ WEEK | 


А “AUSTRALIA ; 

2. Police detained. about 600 . people 
demonstrating against the proposed Franklin 

Riv Dam i in Tasmania (Jan. 17). 


RUNE! 
"Canadian Prime Minister Pierre Trudeau 
rri éd on an official visit (Jan. 13). 


CHINA 
.. Premier Zhao Ziyang arrived in Zanzibar. 
, On an official visit. China and Angola signed а 
„communique in Paris on the establishment of 
diplomatic ties (Jan. 12). British Industry Sec- 
‘retary Patrick Jenkin arrived on an official 
visit (Jan.. 14). Zhao arrived in Kenya on an 
official visit (Jan; 15). Su Yiran was appointed 
|. communist party chief.in Shandong province, 
ка radio report. said. "The-head of ап anti- 
“smugeling brigade. in Guangdong province, 
Wang Zhong, was executed for corruption 
inhua newsagency. said 
(Уап. 17)..Zhao returned from his 11-nation 
African tour (Jan. 18) 


INDIA 

Militant Sikh leader Harchand Singh Lon- 
gowal warned of violent action unless the 
“government meets a series of religious: and 
political demands. About 120 people were 
wounded during a riot at a jail in Madhya 
Pradesh state, news reports said, A Rohini- 
560 rocket put a 198-Ib satellite into orbit 
(Jan. 12). Four opposition parties vowed to 
“boycott the Assam state assembly elections, it 
“was reported (Jan. 16). Four people were as- 
assinated in Tripura by militants demanding 


| Iran, several leaders of the 





-moved from Tripo 





to accusations by Asean that New 
Delhi is favouring the Vietnamese- 
supported Phnom Penh government. 


ALIGNED TO A PRINCE 
Yugoslavia has backed a move to ` 
invite Prince Norodom Sihanouk, 
head of the Demócratic Kampuchea 
coalition, to the non-aligned summit 
in Néw Delhi in March. Belgrade 
believes that the Havana summit's^ 


| decision to leave the Cambodian 


seat vacant did not reflect the true 
consensus of the movement's 
members and that the least the 
group can do to rectify this is to 
invite Sihanouk to New Delhi in his 
personal capacity. India was 
officially informed of Yugoslavia’s 
stand, but left the seat vacant. 


MOROS’ NEW HAVEN 

Irked by the lukewarm support of 
Libyan leader Moammar Gaddafi 
and wooed by offers of hospitality . 
from the revolutionary regime in 


Philippine Moro National 

Liberation Front (MNLF) have 

oli to Teheran. 
Although the rebel: group still has a 


independence for the state, Indian press 
agencies said (Jan. 18): 


INDONESIA 
Ten people were arrested during anti- 


' Chinese riots on Sumbawa island, teports said 


(Jan. 12). The army relieved 55 senior officers 
of their commands as part of a rejuvenation 
programme within the armed forces qan. 17). 


JAPAN 

Chief Cabinet Secretary Motoharu Gotoda 
said the government had decided to permit 
the export of weapons and military technol- 
ogy to the United States (Jan. 14). 


LAOS 

The official Lao newsagency KPL said that 
two Thai vessels opened fire on Vientiane 
without provocation, killing four civilians and 
wounding several others (Jan. 17). 


MALAYSIA 


A group calling itself the International: 


Muslim Brothérhood Organisation claimed 
responsibility for shooting at the Soviet am- 
bassador's residence in Kuala Lumpur, the 
Star newspaper said (Jan. 16). Two men, Sin- 
gaporean Tan Chay Wa and Malaysian Chiow 
Thiam Guan, were executed under the Inter- 
nal Security Act for possession of firearms 
(Jan. 18). : 


PAKISTAN 

An Afghan army general, 
Nawaz, who said he was affiliated with an Af- 
ghan rebel group, defe 











Mohammad - 





presence in Libya, propagànda x 
operations are being run out of the 
Iranian capital, 


‘Nur Misuari now spends mu 


| embassy status in Novembe 


and last June, Iranian Presiden 
Khamenei assured Misuari of ^ 
political, economic and other. 


support. People wishing to obtain 


copies of the MNLF's journal, 
Mahardika, are urged to write toa 
box number in Teheran. 


BACK FROM THE DEAD 

Kong Som Ol, Phnom Penh’s 
minister. of agriculture, whose deat 
has been reported several times in 
the Western press over the past few. 
months, chaired a meeting of the - 
national Mekong committees of 
Vietnam, Laos and Cambodia in Ho 


Chi Minh City last December. Som 


OI, whois usually given much of 
credit for Cambodia's agricultura 
recovery, had been out of sight sin 


 |mid-1982. He seems to have spent. 


much of the past six months doing 


| political studies in Vietnam — ofte 


a prelude to receiving greater 
responsibilities. - | 


те 


Pakistan Times ‘said (Jan. 12). А mili 


1 court sentenced a mam to death for, the mur- 


der of a pro-government politician, the As- 
sociated Press of Pakistan said. The firstt 
of 40 advanced F16 fighter aircraft supplied 


Бу the United States arrived (Jaa, 1 8). 


PHILIPPINES ` 
Canadian Prime Minister. Pietre Trudeau 
arrived on an official visit (Jan. А) 


SINGAPORE à 

A Taiwanese woman was refused enti 
Singapore and lost her permanent 
status’ because of her involvement with t 
Rev. Moon Sun Myung" s religions sect (Ја 


Hy 


SOUTH. KOREA 

Six people, including a relative of Preside. 
Chun Doo- Hwan, were arrested for corrup- 
tion, police said (Jan. 15). 


THAILAND 

Former prime minister Kriangsak Chom 
nan resigned his parliamentary seat but indi 
cated that he would seek re-election in the 
next general election as leader of the Nation 
Democracy Party (Jan. 12). Police detained 
94 students after more than 400 studen 
rioted at a technical school outside Bangke 
(Jan. 13). Belgium's Foreign Mint 
Tindemans held talks with hig The 


Three armed men who hijacked ado 
aircraft on a flight over the Golden: 


to Pakistan; the | es 





A powerful lobby resists bes 


o the 





Bangkok: For a while it looked:as though 
hailand was heading towards another; 
xercise in full parliamentary democracy 

replace. its current quasi-democratic, 
system. А general.election had been set 
tentatively for June 12 under a revised. 
constitution, - with new. electoral rules 
favouring the large political parties in-the 
lower house and the appointed senate 
ing its crucial powers whittled away to 
luce it to something like Britain’ s weak 













ed ub an 11th-hour AR man- 

suvre by politicians who are strongly 

| 2d by certain leaders in the military, 
vhich is often described as the country's 
ost powerful political.grouping. Earlier 
month a formidable lobby —- sup- 
orted. by senior army officers and com- 
rising fa&tions from both the lower house 








ies designed to retain 
ctoral voting system first used in. 
elections and possibly extend the se- 


nue to hold cabinet portfolios. 
‘An extraordinary session of parliament 
currently in recess —is needed to effect 
constitutional changes. Efforts by MPs to 
convene the session at first faltered, but 
the move has since gathered momentum. 
And now it seems almost certain that. а. 
pecial parliamentary session will be con- 
ened before the end of January after 
army commander-in-chief Gen. Arthit 
amlang-ek and commander of thé pow- 
erful Bangkok-based First Army Division 
Maj.-Gen. Pichit Kullavanich publicly 
;; voiced their support for the move. 
At stake are three crucial issues dealt 
with in transitory clauses in the constitu- 
on. Unless the clauses are extended, as 
urged by the lobby, they will. automati- 
lly. lapse after. April 21, resulting in a 
ew voting system whereby each province 



















utside Bangkok is considered one consti-... 


tuency and constituents are required to 

vote for a single party slate. Under the 

xisting electoral system, provinces are di- 

vided into many constituencies depending 
h ir po ulations. 













matters, such as discussion of budget bills 
and no-confidence votes against the роу- 
ernment, would be dropped and govern: 
ment officials would no longer be.elig 





By Paisal Sricharatchan ya and Rodney Ti Tasker 4 








ble gor appointment to; cabinet: posts. 

Телем voting system .was originally 
designed to strengthen the party system. It 
was hoped that this would eventually lead 
to a strong elected government with a 
clear parliamentary. m ty. When the 
existing constitution was drafted in 1978, 
the eventual strengthening of the party 
system was considered an ideal — and 
logical — progression for Thai democracy 
given the government's traditional insta- 
bility, a feature common to all Thai gov- 
ernments since the country was trans- 
formed from ап absolute to a constitu- 
tional monarchy in 1932. 

Elimination of the senators’ powers and 
of tlie political roles of government offi- 
cials. was also seen as a necessary step to 




















































Arthit: support for the lobby. 











senting the poor from. getting elected. 
There is álso a strong feeling in certain 
quarters of the military-dominated senate 
that unless the parties themselves are 
adequately strengthened, taking powers 
away from the senate would deprive fu- 
ture governments of their necessary sup- 
port-base and lead to more instability. 
Those pushing for an amendment to ena- 
ble civil servants, including military offi- 
cers, to continue to. be allowed into the 
cabinet are doubtless aware of the lack of 
suitable personalities qualified to succeed 
Prem as prime minister. 
One name which is. commonly men- 
tioned as a possible successor is Arthit, 
whose swift rise to the most powerful posi- 
tion in the military has made him the most 
‘talked-about figure in the new 
leadership equation: © Arthit, 
however, has publicly stated sev- 
eral times that he will continue to 
Баск. Prem as prime minister 
after the election, thus implying 
that he has no political ambition 
— at least at this stage. 
Thailand's previous experi- 
“ment with full parliamentary 
democracy, from 1973-76, proved 
politically chaotic. According to 
the lobbyists, instability can be 
averted by extending the present 
transitional clauses through 
amendments to the constitution. 
However, they have not re- 
ceived unanimous support. 
Given differing perceptions about 
which political direction Thai- 
land should take at this juncture, 
an open split in opinion has 
emerged, not only among parties 
of the lower house but, perhaps 
more importantly, within the 
















promote full-scale democracy. On top of 
the three major parties which form the 
present coalition government — Social 
Action, Chart Thai and Democrat — the 
225-man senate has proved the most im- 
portant . political bloc. keeping Prime 


Minister Prem Tinsulanond in office dur- 


Апр the past three years. 


ut as Thailand approaches an era of 
Western-style democracy, the changes 
to result from the lapsing constitutional 


| provisions have drawn increasing scepti- 
‘cism. Lobbyists for retaining the provi- . 
sions argue that the new party-oriented 





voting system would. work heavily. in 
favour of wealthy, influential and possibly 
unscrupulous elements, while depriving 
more able politici d those repre- 





campaigning in elections are dwarfed by 


,ties and who feel that they would be at a 
disadvantage under a new system 





military establishment itself. 
Until now the government has main- 


tained that it will not initiate any move to 


amend the constitution, preferring to 
leave this in the hands of parliament. Iron- 
ically the government's position, which is 
supported by the Social Action and 
Democrat parties, was adopted after a 
previous  government-sponsored par- 
liamentary motion in early 1982 to main- 
tain the present voting system failed to 
pass the final reading and was dropped as 
a result of insufficient support from MPs 
since some small but rich and influential: 
parties voted against it. Since then smaller 
opposition parties, whose resources for 

















the financial might of the three main par- 























voting system. 
Meanwhile, differences within military 
circles appear more pronounced. Senior 
army. Officers — including Arthit and 
Pichit — have come out publicly over the 
| ew weeks strongly advocating reten- 
tion of the present voting system. But sup- 
тете commander Gen. Saiyud Kerdphol, 

. who heads a faction of non-combat staff 
v rs in the Supreme Command, has 
n a firm stand against the proposed 
tional amendments aimed at ex- 
nding the transitory clauses. But consid- 
„ering Arthit's all-powerful position ‘as 
: army commander-in-chief, there is little 
doubt as to which way the political tide is 
"turning. 
















































"he current political skirmish was set.in 
‚ M motion after Arthit urged MPs to con- 
vene the special session quickly and 
amend the constitution to extend the pre- 
sent voting system. The appeal was made 
in an interview published by the Bangkok 
Post on January 11, though Arthit qual- 
ified his statement on the same day by say- 
ing he meant only that he would support 

the MPs if they did (Review, Jan. 20). 
Although senators are legally entitled 
to add their names to a motion to convene 
the session, Arthit felt that the initiative 
should be taken by the elected MPs since 
the senators' involvement might be inter- 
preted as designed to retain their own 
powers. Arthit's statement evidently gave 
a major boost to what was until then а 
гает feeble lobby, spearheaded by the 
“small Siam Democracy Party under the 
leadership of Col Phol: Roengprasertvit, a 
former aide to the late military strongman, 
‘Gen, Kris Ѕіуага, ©. 
ce rding to local press reports, Phol 
- claimed to have obtained the signatures of 
about 120 MPs by January 17, or 56 signa- 
“tures short of the 176 required to convene 
the session. 

An estimated 45-50 votes were possibly 
forthcoming from the Chart Thai Party 
whose leader, Мај.-Сеп. Pramarn 
Adireksarn, made a sharp turnaround in 
his party's position by indicating support 
; for the move. soon after Arthit's state- 
ment. Phol also claimed that he had 100 
senators "in reserve" to support the mo- 

a | ing of the session, therefore, 


















Judging from the army’s position, the 
constitutional amendments — particularly 
n the voting system — are bound to be 
sed if the session is convened. In an ap- 
- parently coordinated move, Pichit, during 
гап interview with local newsmen two days 
с after Arthit's statement, not only threw 
~ his full support behind Arthit's position 
but also warned that the military "may 
"have to conduct some exercises" if na- 
fional security was threatened as a result 
of the new voting system, should it come 
и Pichit’s First Army Division 
has pla (d a crucial role in past Thai 














been quietly lobbyi ig to keep the present 











CAMBODIA 


By Rodney Tasker 

Bangkok: A brief flurry of confusing dip- 
lomatic - statements followed Бу press 
speculation raised hopes recently that a 
new initiative in the Asean-Vietnam stale- 
mate over Cambodia was in the making. 
But the end result was: only a certain 
amount of embarrassment and the realisa- 
tion that the Cambodian quagmire re- 
mains as hazardous as ever. 

Belgian diplomats were embarrassed by 
the affair, as they had been at the centre of 
the speculation. This was unfortunate be- 
cause Belgium apparently had the best in- 
tentions, not wanting to upset unduly any 
of the parties involved. 


Speculation on a Belgian initiative. on. 


Cambodia began late last.December dur- 
ing Singapore Prime Minister Lee Kuan 
Yew's visit to Bangkok. At that time, Thai 
officials said.that Belgium, along with 
France and Romania, had made proposals 
to break the “Asean-Vietnam deadlock. 
However, the Singaporean visitors had 
mentioned France and Romania almost in 
passing as countries which had loosely 
suggested in the past that all parties con- 
cerned іп the Cambodian problem — 
Asean, Vietnam, all Cambodian factions 
and perhaps outside powers — should sit 
down at a conference table. 

Such a scenario, similar to that pro- 
posed earlier by Vietnam, which has call- 
ed for a regional conference to discuss 
peace in Southeast Asia in general, goes 


against Asean's policy of insisting that any 


negotiations > should be within the 
framework drawn up by the United Na- 


' tions-sponsored International Conference 
| on Kampuchea (ICK).. 


Early in January, Belgian reporters ac- 
companying External Relations Minister 
Leo Tindemans to South- Korea, quoted 

as saying that Brussels had been ap- 





More straws in the wind 


Brussels is embarrassed by reports that Hanoi asked it 
to be a go-between in contacts with Sihanouk 






proached by Hanoi toactasa nediató | 
the issue. That would have made sense Е 
cause Tindemans is vice-chairman of the 
ICK; and his country has reasonable: 
| tions with Vietnam though it voted for thi 
anti-Vietnamese Democratic Kampu 
coalition to retain its UN seat at th 
UN General Assembly session. 
The reports prompted Brussels 
a statement denying that Hanoi had 
any such approach. The Vietnamese: 
officially denied the reports. In Sin 
pore, a Foreign Ministry spokes 
ing on reports that the Vietnz 
ese had approached Belgium with a vi 
to talking to the Democratic Kampuche: 
coalition’s. pres ide 
Sihanouk — indirectly accused Han 
trying to break up the coalition. If Vi 
nam wanted to talk to Sihanouk, it shot 
do so in his capacity as president f 
coalition; the spokesman said.-Any otl 
approach would be seen as an attempt 
split the coalition. 









B: the time Tindemansarrived in Ba 
kok on the second leg of his As 
tour, the Thai press was in full cry w 
speculation that Belgium was involved it 
an. initiative to bring "Vietnam. ап 
Sihanouk together. Ata press conferen: 
the harried minister was closely ques 

tioned, and repeatedly denied that Be 

gium had been approached by Vietnam t 
| act as a go-between, Tindemans said tha 
| 
























reports that Brussels was acting as a bridg 

between Hanoi and Sihanouk were: 
He stressed that Belgium’s polic 

wa i» Cambodia was identical 1 


ing : correct any impres 
was allowing itself t 
namese tool to sp 


| 
| 
| 






n Belgium, as vic 

CK's ad hoc committee, was 
ve an interest in the issue. SM CM 
"The minister was certainly speaking the 
ruth, but, because of Asean sensitivity 








By Paul Quinn-Judge 





ielped to form and possibly а тіѕіпќегрге: temper tantrum, Prin 
ion of the Belgian-Vietnamese co Sihanouk is discovering. 

ts, he.wds put in a position of having threats that he might leave the « 

à bit of nifty diplomatic backtracking. | | government of Democratic Kampuchea, 

he REVIEW learned from Asean sources |. | со ов si pporters, including China, 












Vaffaires іп Hanoi, Ferdinand van Wiche-- | |-ance for the prince's fz 
en, did indeed talk to senior Vietnamese 
officials early.in December. Sihanouk's 
ame was raised in the discussions and the 
mpression — possibly misunderstood by 
an Wichelen — was conveyed to Brussels 
t Belgium was being asked to ust its 


















help to pay the. prince's travel expenses 
in the future. The same source asserts 


" prising.three r. resistance factions, 
and de-recognising the Heng Samrin gov- 
ernment. There. have been persistent re- 

. | ports that Sihanouk has been in discreet, 

acted. ^| written contact with Hanoi апа the gov- 

reed that there should be no: official | ernment in Phnom Penh, but the Asean 

alks between Sihanouk and Hanoi unless | position is that unless he acted in his сара» 
as aceepted as president of the coali- | city as coalition president with the backing 
Also, any such talks should be only | of the other two factions he would not be 
те question of a. Vietnamese troop | able.to implement any agreement: 

rawal from Cambodia, as called for | | The prince himself has been acting true 
u o su . | to enigmatic form, first indicating іп a let- 

ou ietnam would not accept | ter he reportedly sent to-his supporters 

nditions because it would be tan- | that he might step down from the presi- 
1ount to recognising the coalition, com- | dency, and then, in cabled replies to news- 


De 





































Jecreed to be freed 
angladesh decides to sell the state-run press to _ 
ate interests, but who will buy is the question | 





Kamaluddin — >. : US PE 
haka: In a surprising move, the military |: With the imminent disinvestment of the 
overnment of Lieut-Gen. H. M. Ershad | state-run press, the authorities have also 
has decided to sell government-owned | abolished. the Newspaper Management 
ewspapers and periodicals by February | Board, which was financed by a levy оп 
21. Explaining the decision, Ershadsaidin | the publications it was supposed to super- 
a nationwide radio and TV broadcast that | vise. In yet another move to'streamline ef- 
ѕ government had firm confidence in à | ficiency and reduce expenditure, the gov- 
free and responsible press. The move has | ernment-owned radio and ТУ networks 
been widely hailed, and some observers. | have been brought undera single manage- 
lave pointed out that. only a military re- | ment. К 
gime without vested interests:or political Government involvement in publishing 
ambitions could take sucha bold step... | dates back to the birth of thenation. After 
‘The government owns four dailies and | Bangladesh became- independent from | 
ree weeklies: 7 gladesh Observer | Pakistanin December 1971, two dailies — 
d The Bangladesh’ Times (English | Morning News and Dainik Bangla — were 
dailies), Dainik Bangla and Dainik Barta’| taken over by the government as these 
(Bengali dailies); the mass-circulation | were owned by the Karachi-based. Na- 
newsweekly Bichitra, the popular film | tional Press Trust of. Pakis an. The Ob- 
magazine Chitrali, and Kishore Bangla, а | server and Chitrali were ‘declared aban- 
children's periodical. All but Dainik Barta. | doned property and were taken over by 
€ published from Dhaka and only .i the Bovernment as their owner, Hamidul 


































o anoi, from the US to Asean 







ёг "е Cambodian coalition which it | | Bangkok: It sometimes pays to have a | 














t the newly appointed Belgian charge | | are said to be considering military assist- | 
































e Bangladesh Observer, Bichitra and: |: Haq Chowdhury, ‘was in Karachi when 
hitrali turn a profit. ios Bangladesh was born. ee 






finds there is 





that the US. covered the costs of 
Sibanouk's lengthy stay in New York 
-during last October's’ United Nations 
General Assembly ‘meeting. (Other in- 
formed sources: doubt this, suggesting. 
that the. parsimony of the  prince's 
‘benefactor in New York points more to 
Peking as the provider of funds.) 
The: prince. has also reportedly re- 
ceived aid from another source: for some 
time now the French — who would like 
to see Sihanouk negotiate a solution with 
“Hanoi — have been paying for the up- 
keep of the prince's villa in Mougins, in 
the south of France. 27 Sw ex 



















agencies from his base in Pyongyang, con- 
firming that. he intended to remain as pres 
sident. His final touch. was to announce 
that he is now on sick leave until May, with 


. diabetes, prostate and’ digestive-system 


problems, and intended to:enter liospital 
in France for à month. x 
> Whether Sihanouk's sickness is a dip- 
lomatic ailment is difficult to gauge, but it - 
is known that he is suffering from a bout of 
pique because. of China's continued pre- 
ferential support for the Khmer Rouge — . 
still despised by the prince, even though it 
is.a faction in his coalition — while his 
much smaller faction is not considered a 





In 1975, the government of the late 
Sheikh Mujibur Rahman, after introduc- 
ing its controversial one-party rule, closed 
down all privately owned newspapers in 
the country. In addition, the authorities 
took over the mass-circulation Bengali 
daily Ittefaq and started a new English 
daily, The Bangladesh Times. Journalists 
who lost their jobs as a result of the clo- 
sures were absorbed in the government: 

However, after Mujib was assassinated 
in a-military coup in August 1975, his 
former commerce minister, Khondakar 
Mushtaq Ahmed, assumed the presidency 
and removed the ban on the private-sector 
press. Ittefaq was returned to its owners. 
In 1976, the Ziaur Rahman government, 
in an attempt to focus attention on the 
neglected northern region of the country, 
started Dainik Barta in Rajshahi. 

Meanwhile, Chowdhury, a former 


. foreign minister of Pakistan and a noted 


lawyer, ‘returned ‘to Bangladesh from 
Karachi and regained his citizenship. He 
also established his ownership of The 
Bangladesh Observer and Chitrali by win- 
hing a high court case against the govern- 
ment. As a result, he'is likely to get back 
his publications. But how and to whom the 
authorities are going to palm off the loss- 
making publications remains an open 


question. 












he prince. Details | 
nouk's relatives at ^ 
er Rouge — said to 
ste — ү, з 


с caution, The story did, however, ema- 


nate from allies of the Vietnamese. 


viable resistance force, and therefore not 
- worthy of being supplied-militarily. + 
«Meanwhile, reports from Western. dip- 


- lomats in Hanoi say that there appears to 


sbe no softening of Vietnam's stand on: 


Cambodia. If the Vietnamese are anxious 
to establish contact with Sibanouk it may 
well be tọ drive a wedge in the coalition, 


the theory goes, because Hanoi has been 


вме to block any attempt by Democratic 


Kampuchea’ s supporters to push for per- 


“mission for the prince to address the non- 
aligned summit in New Delhi in March. 
o That is assuming the: риясе: is BM. 


ind fit BPO to Attend. ü 















& she REVIEW that the gov бшш was still 


trying to find a formula on press owner- 

ip be: їп mind that the. aim of the 
Ho "ensure a viable. and 
XM press." The government is also 
nown to be conscious of the plight of the 








. neglected northern-region and would like 


to ensure the survival of the Dainik Barta. 

итап obvious attempt to provide more 
revenue to regional-publications based 
outside-Dhaka, the government has re- 
vamped its advertisement poliey. The 


: share of state advertisements to the re- 
‚ gional press is- being increased from the 


present 20% to 3596. However, in the 
coming years the’ private sector will 


‘emerge as a significant force in advertising 


< as the authorities have denationalised sev- 
eral major state-owned industries, such as 
<; fate and textiles. 


ж 


Influencing ай these moves is a wide- 
spread public debate over the ways to re- 
tain the government-run press under the 


"so-called social ownership, One alternative 


© 4s to go back to an earlier official suggestion 





to form one or more urit trusts to manage 
these publications. Another is the forma- 
tion of cooperatives ensuring the direct 


"participation of the staff in running these 


publications. Having decided on the po- 
licy, the government will have to devise 
the means to transfer ownership of the of- 


















































By Shim Jae Hoon 
Seoul: Thé contentious issue of Seoul's 
request fora huge development loan was. 
; i apanese 
^ Yasuhiro Nakasofe to 





al. iie ek its aid. and. кык te- 


torting that Seoul was trying high-handed 


methods to secure an excessively large aid 
package. 
. Nakasone's visit on бар. 11212 was 


| thefirstbya Japanese head of government 
to South Korea since the 1965 treaty which | 


re-established bilateral ties: Reflecting 


the new thaw, Nakasone and. his 21- 


member’... entourage, which -included 


Foreign Minister Shintaro Abe, Finance’ 
Minister Noboru Takeshita and, senior * 


members of the ruling Liberal Democratic 


‘Party, were given an exceptionally warm 
welcome: 


Ѕоов after his arrival Nakasone met 
President Chun Doo Hwan at the presi- 
dent's official residence, the Blue House, 
for the first of two meetings with no aides 


present. Some Japanese officials, dip- | 


lomatic. sources said, objected to such 
meetings, fearing they could: spark. off 


charges of a secret deal between Chun. and 


Nakasone. 


The most important sübject of discus- | 


sion was Seoul’s long-standing request for 
aid. Japanese and South Korean officials 
exchanged notes setting forth Tokyo's 








promise to provide US$4 billion over the " 


yen for a thaw | 


Nakasone's visit resolves the knotty issue of aid 
to Seoul and lifts the clouds over bilateral ties 








seven-year period starting f 
1982, which ends in March.. 
South Koreans were. satisfie 
total figure, they were apparten 
happy-about the details of the packag: 

Under the tentative agreement Jap: 
would make available US$1.85. billion i 
yen-denominated soft loans from th 




























loans include аппиаї interest rates 
tle Above 4% and have a тер 
schedule of 18 years with a’ sev 
grace period. However, the total 
portion of the aid was much lower ti 
USS$2.3 billion originally demanded 
Seoul. The rest of the package is in Jap: 
ese Exim Bank loans under not so favi 
able terms of 8-9% annual interes | 
seven-year repayment and a three 
grace period: Of the total US$4 bil 
about 70% of the funds are tied to the pu 
chase of Japanese capital equipment: 
While South Korean officials said th 
the loan package had come at the ri 
moment since the country is concern 
with its mounting external debts, opposi- 








n 
CORRECTION 
processing error it was unfortunat 
|statéd in Intelligence. (Review, Jan. 20) t 
former South Korean: premier Kim Jong Pil һа 
helped destabilise | the government of the late Par 
Chung Hee and had been under house arrést since 
last June, This reference should;.of course, hay 
„been to Kim Young Sam not Kim Jong Pil. 
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ual inflow of some US$6 billion in 





was not considered critically important. 






idetations, however, were the political 







taked his political prestige on the 





the Japanese school textbook соп- 


_troversy last year (REVIEW, Aug. 20,'82), |: | 


more and more South Koreans wondered 
hun's initiative was.a correct move: 


So when Nakasone — secretly through: | 
‘а personal envoy —- offered to visit Seoul. 


O break the deadlock before his depar- 
r Washington on January 17, Chun 

as delighted. The Japanese premier, dip- 
matic sources said, was himself looking 
reign policy initiative to improve a 
domestic political image marred by.the in- 
on of too.many members. of former 
minister Kakuei Tanaka's faction in 





elling Washington how Japan -— under 


önal role. 
‘Both at Chun's state. dinner and at 
me Minister Kim Sang Hyup's lun- 


: foreign capital, the recent Japanese help: 
,More important than the economic сове | 
-implications of the aid question. Chun had |. | 
‘Negotiations as it was he who first | | 


ached the US$10 billion request. As. 
he negotiations stumbled or in the midst: 


abinet. Settlement. of the South Ko- : 
aid question was also a good way-of 





Nakasone — was assuming a bigger ге-. 





ment agreed between the then presid 
[Richard ‘Nixon, and prime mini 
| Eisaku Sato. 
|. On January 12 Japan endorsed Se 
attempts at a dialogue with North Ki 


| while praising Seoul’s contributior 


: maintaining. peace on the penin: 
Aside from these questions, the only si 


|| | ficant part of the communique was 
agreement to open a hot line betweer 


| | two sides for high-level consultations. 


Chun and Nakasone: а fresh i image. 


cheon, Nakasone projected а freshi image 
of Japanese politicians, His speeches in- 
cluded well-chosen Korean phrases and 
his single theme was the need for closer 

economic. and political, relations; Не 
spoke of a new era of partnership, based 





on the understanding of Japan's cultural, 


affinity to Korea. Chun responded by say- 
ing South Korea wanted. 1,000 years of 
friendship with Tokyo. Nonetheless, the 

12-point joint communique issued at the 
end of Nakasone's trip was.couched in 
vague diplomatic. jargon. It said that 


Магсов wants to squeeze more aid as the us plans to 
k the extension of its military bases beyond 1991. 


y Sheilah Ocampo ` 
lanila: Negotiations on the future of the 
Jnited States.military bases in the Philip- 























agreement, which expire 901. 
The talks соте at a time when the рдуегп- 
ent of President Ferdinand Marcos faces 


seek more generous economic aid from 
Washington in return for the bases.. -~ 
< More important, there is a growing sen- 
ment among Filipino nationalists against 
the maintenance of US bases, and: this 
eeling could force Marcos tọ- take a 
tougher line in the negotiations. А coali- 
tion. of opposition. groups іѕ planning to 
пећ a nationwide campaign on. Feb- 
uary 12 against the US mili 
the Philippines, according - 
senator Jose Diokno. Supporting the c 
ion are independent groups such as the 
Civil. Liberties Union of the Philippines 
nd the Nuclear Free Philippines, headed 
y elder statesman Lorenzo Tanada. 
The declaration of the coalition, which 
has already secured about 50 prominent 














| terests of the Us, the Marcos government 
d X 







“economic problems which require him to- 


, against the bases will continue to fester. 





signatories, denounces the forthcoming 
talks in Washington as serving only the in- 


4. The axis Diokno said, was aware 


that its stance could. strengthen ‘Marcos’ 
hand in his negotiations with the US, but 
nevertheless felt it was important to high- 
light the issue. Observers believe that 
while Marcos may even look kindly on the 
coalition because it. could strengthen his 
bargaining position, public’ resentment 







uring his visit to the US last Septem- 
ber, Marcos indicated that Manila will 


D 


„seek maximum benefits оці оѓ the forth- 


coming review. After his visit a figure of 


| US$1.5 billion for five years to 1989 — as < 


against US$500 million for 1979-83 — as 
compensation for the bases was floated by 
officials. The | government-c 

media іп Manila also rei 





January 6 that additional compensation: 


for the bases would head the agenda dur- 
ing talks next month. : 
media 


Reacting to. the Manila. 


"Meanwhile, long-standing issues + 
as the imbalance of trade, techno 
transfers and improved treatment of 
; reans residing in Japan; were all tur 

over to working-leve] officials who v 
expected to meet in Tokyo at the en 
January. Officials will draft the 1 
‘agreement on. the... loan. package’ 
foreign ministers are. expected to | 
their first formal session in Tokyo in 
to decide on the timing of the Tokyo 
by Chun some time this year. In that e 
: Chun would become the first South 
rean head of state to be welcomed by 
Japanese emperor, an event which 
open a new chapter in тво betu 
the two countries. 














оаа, ihe Us Embassy sated 
there-had been communication betw 
the two sides over the talks but that 
review process had not commenced 
that no figures had been mentioned. 
embassy spokesman added that 
amount of US$1.5 billion was specula! 

A touchy issue in the negotiations 
be the definition of Philippine soverei; 
over the bases. At present, while the b 
have Filipino commanders, the US fo 
hàve unimpeded access to and use of 
facilities. Also coming.up for discus 
are the use of Filipino labour at the ba 
customs procedures, quarantine. reg 
tions and the изе of natural resource 
the base areas by US servicemen. Ma 
is also seeking a ban on civilian air 
using the bases, 

Washington has not indicated its st: 
on any of these issues but there are pe 
tent reports in Manila that the US, al 
with the five-year review, would see 
‘extend the agreement beyond 1' 
Diokno told the REviEW: "At that t 
[1990] a simple notice by any governn 

in the Philippines will require the Am 
‘cans to remove their bases." Diokno 
lieves that time may run out on. the Am 
cans if they wait un 

:1989 to extend the te 

“I expect that [the US] w 

of the economic difficulties that the М 
cos government h it the Philipp: 
into in order to get an extension of 
lease on the. bases: his. year],". Dio 
i added. | 
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ments on once-influ 

made it increasingly diffi 
position to governm« 
and, in some countrie 
ing previously giv 
eral public. Although the 





shident organisations have 
dt for students to organise op- 
t policy or to work for social change 
dents have lost essential back- 
n them by powerful sectors of the gen- 
ew generation of students gen- 





today. 





| ntain tight control over 
na Powerful political force 







were a ool More 
removal of re 










of stu ents who тере! Sukarno and 
persuaded him to declare independénce 
from: the Dutch. During the 1970s stu- 
dents were a constant headache for the au- 
thorities, a situation. which peaked with 
the so-called Malari student riots in 
Jakarta in January 1974 during the visit of 
then Japanese prime minister Kakuei 
Tanaka. Now, as one diplomat described 
it, Indonesian campuses are "deathly 
quiet." 

Since 1974 the government — urged by 
military leaders — has clamped down on 
students, trying to defuse their proven po- 
tential as a political force. The campaign 
was given more teeth with the appoint- 
ment early in 1978 of Daud Jusuf as minis- 
ter of education. Jusuf, à о А 
cated academic and a bureaucrat, is 
tough, no-nonsense minister who, shortly 
after his appointment, introduced what is 
known as the NKK, a programme de- 
signed to banish political activity from 
campuses, focus students’ attention on 
their studies and keep them off the streets 
as demonstrators. 

Unpopular though it may be with stu- 
dents, Jusuf's stern policy appears to have 
worked. Under the NKK, student coun- 
cils, or dewan mahasiswan, no longer exist 
in their previous form as students-only 
pressure groups for political action, both 
on and off campus. Instead there are stu- 
dent coordinating bodies, or badan kor- 
dinasi kemahasiswan, which are chaired 
by lecturers. Students have to sign state- 
ments on entering university saying they 
will not take part in political activity or 
criticise the government while on campus. 
The disciplinary mood has been enforced 
with scores of student expulsions and the 
banning of lecturers believed to be too 
close to the activist mark. 

Before a faculty accepts an assistant lec- 
turer, he is thoroughly screened. If it is 
thought that he was a politically active stu- 
dent in the past, he will not be hired. Re- 
cently, a a lecturer in the social sciences 

ulty at the University of Indonesia (UT) 
a took part in a seminar in Ban- 







LÀ 


| dung in which he spoke about the advan- 
tages of no government interference — 
which private universities enjoy, When he 
arrived back in Jakarta he was told by the 
university- authorities that they no longer 
required his services. 

The threat of expulsion has proved 
more intimidating for students than jail. A 
student will be expelled if it is thought he is 
engaging in disruptive activity on campus. 
Although there is no overt military or 
police presence on campuses, the au- 
thorities keep in touch with student activi- 
ty through informers. One notable expul- 
sion was that of Peter Sumartowo, the 
former leader of the now-defunct UI stu- 
dent union. When the university’s new 
rector, Nugroho Notosusanto, was instal- 
led in January-1982 he warned Sumartowo 
about his activism. According to univer- 
sity officials, the student leader ignored 
the warning and was promptly expelled. 

Students worry about the prospect of 
expulsion because it affects their chances 
of getting a job. Expulsion also carries 
with it a serious social stigma because a 
student's family, doubtless proud that 
their child has gained a university place, 
would be upset should their parental 


student told the REVIEW: "Students don't 
care if they go to jail. But if they get ex- 
pelled they have to think about their job 
prospects and their families." She said 

















Nugroho: а warn 


and political questions. With- 
Bangkok, Seoul, Singapore. ап 
examines the state of student ac 





hopes be dashed by expulsion. As one UI. 








more-radical prede es 
тоге concerned with careers 








that when she started her unive 
studies her father; a civil servant, tc 

to do what she thought was right; b 
added: “Please don't be too radical 

The student complained that 
activity or even an attempt to organise 
campus.was taboo and that this wa: 
frustrating for students, who now 
to. meet off campus in small groups 
cuss forbidden topics. “We le 
politics in the university, but we ca 
about it,” she complained. 

Mulya Lubis, a lawyer who runs the 
stitute of Legal “Aid and who has defe 
several students arrested after demonstra 
tions in the past, commented: "It's à 
isolationist policy —- isolating the unive 
sities from. the rest of the co 
promoting the culture of self- 
He said that because of the si 
dents were now talking ab 
scenarios іп the country m 
years from now instead of discussi 
more immediate restricted. politica 
ation, because ony then can they; 
active citizens. - 































































Ее Uland the Bandung Institute o: 
nology (ITB) in West Java have ti 
itionally been the main centres of cam; 
activism, but universities in Jogjakat 
Central Java, and Surabaya, East Ja 
have also been centres of political acti 
These are the prestigious state- 
seats of learning, but only abou / 
high-school graduates are admitted. 
them. Those students who are not ad 
ted, but whose families are rich, goto 
vate universities, 

In 1966, immediately following a 
tive communist coup, students from th 
Ul and ITB were manipulated by politi 
leaders to-help force Sukarno's resig 
tion and install Suharto as his successo: 
Until then, students had been polarised 
between supporters of the now-bann 
Indonesian. communist and socialist par 
ties and Muslim activists. The sociali 
party, banned in 1960, was particularly а a 
tive on campuses. 

During this traumatic period of trans 
tion, with communists and student sym- 
pathisers murdered by the thousands, 
many students were manipulated into 
coming a powerful political force. Seve 
student leaders of that time a 
influential government: or- semi 
ment positions. 
Then came: the 
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dent activism in Indonesia because since 
then the military — which has a huge influ- 
ence on how Indonesia is run — has kept a 
wary eye on campuses, and the students in 
turn have generally soured in their at- 
titude towards what is essentially pro- 
moted as a people's army. 

In late 1973 Gen. Sumitro, then head of 
Kopkamtib, the Command for the Resto- 
ration of Security and Order, was very ac- 
tive on campuses. It was thought by his ri- 
vals that he was using the students to pro- 
mote himself as No. 2 to Suharto and his 
heir apparent. Other military leaders at 
the time saw the students as a force with 
the potential to split the military. There 
was a reaction against Sumitro, who soon 
fell into obscurity, and then military lead- 
ers hardened their attitude towards the 
students. 

The military's suspicions of the students 
were enhanced during the riots when UI 
students and, to a lesser extent, their 
counterparts from the ITB went on a ram- 
page during Tanaka's visit. Ostensibly, 
the students were demonstrating against 
Japanese economic imperialism, but the 
movement also turned against Chinese 
businessmen and alleged multinational 
domination of Indonesia's economy. 

The military cracked down hard, arrest- 
ing more than 500 students. Most were re- 
leased soon afterwards, but a few 
hardcore4eaders were jailed for up to six 
years. It was a punishing experience for 
students who felt that they were in the 
vanguard of a force for change in their 
country. 

Soon after the riots, the Education 
Ministry issued a ministerial directive em- 
powering rectors of universities to sup- 
press political activism on their campuses. 
During the ensuing years, students 
quieted down, apart from some low-level 
protests in the name of a “stupidity” cam- 


paign directed against the government for 
failing to inform the public about what it 
was doing. 

The directive was lifted in early 1977 
when the government, particularly the 
new Kopkamtib head, Adm. Sudomo, de- 
cided to revive campus political life. Later 
in the year, with а presidential election 
due in March 1978, the government de- 
cided it had been too liberal. Students 
again took to the streets at the turn of the 
year, not only to criticise Suharto and his 
wife, Ibu Tien, but also to rally behind 
former Jakarta governor Ali Sadikin as a 
presidential candidate. 

Again the military clamped down on the 
students. Anti-government protesters 
were quickly arrested and by the time of 
Suharto's re-election as president in 
March 1978, most of the student activist 
leaders were placed temporarily behind 
bars. Since that time, with Jusuf at the 





helm in the Education Ministry and with 
the military closely watching students, 
campuses have been relatively calm, apart 
from a brief spate of street protests in 
early 1979 against Jusufs NKK pro- 
gramme. In one such rally, a police 
helicopter hovering above the students in 
Jakarta ran out of fuel and crashed — to 
the cheers of many of the students. 


W ith on-campus political activity ban- 
ned, many students have joined off- 
campus student youth organisations. Of 
these there are five main groups, all best 
known by their initials: the HMI, a Muslim 
organisation; the GMNI, a nationalist 
movement; the PMKAI, mainly Roman 
Catholic; the GMKI, also Christian, and 
the PMII, mainly Muslim. The five are 
loosely known as the Cipayung group, 
named after the Javanese town where 
their leaders gathered in the early 1970s to 





Onward, Christian students 


Activism on Si 


apore's campuses is confined 


to an inward-looking religious movement 


By Patrick Smith 

Singapore: Students of this island repub- 
lic are steering clear of political activism, a 
circumstance that must warm the hearts of 
political leaders as the country slides 
deeper into recession. During Singapore's 
last serious economic downturn in the 
mid-1970s, .student activism became 
heated, but now the most visible move- 
ment on the campus of the National Uni- 
versity of Singapore is one of Christian 
fundamentalism, a movement some par- 
ticipants say is encouraged by senior mem- 
bers of Prime Minister Lee Kuan Yew's 
government. 

There is some irony in this situation: it 
was partly through the socially conscious 
Student Christian Movement in the early 
1970s that university students here be- 
came active in a number of issues affecting 
the country and its workforce. But the 


strain of Christianity gaining popularity 
today is different. It is more spiritual and 
more concerned with the Bible and its in- 
terpretation. It is more inward looking 
than the movement of a decade ago, when 
the principle aim among activist Christ- 
ians was to relate Christianity to contem- 
porary social problems and go back to the 
religion's primary traditions. 

Although there are bright, socially con- 
cerned students here raising questions 
about Singapore and its development 
model, most students are more concerned 
with finding a place in Singapore's small 
elite where some of the country's activists 
of a decade ago can be found in influential 
government or private-sector positions. A 
few former activists, however, are in 
exile. 

The student activism of the past decade 


also differed from what had come before 
it. In the 1940s, 1950s, and 1960s, 
Chinese-educated students were the most 
prominent of the young activists, and they 
were often associated with the traditional- 
Left parties in what is now Malaysia. The 
issue then revolved around the decline of 
colonialism and the rise of nationalism 
and the desire for independence. 

In the 1970s the focus shifted to English- 
speaking students, and the issues were 
similar, but with local variations, to those 
of the so-called New Left in Europe and 
the United States. Among the issues: 
workers' wage levels and working condi- 
tions; the role of multinational corpora- 
tions in Singapore and the republic's de- 
pendence on foreign investment; deten- 
tion without trial under the Internal Sec- 
urity Act, and a string of local issues rang- 
ing from bus fares to university fees. The 
question of economic dependence tended 
often to lead back to the larger issue of po- 
litical independence from Malaysia. 

These issues took on new meaning as 
the ‘recession of 1974-75 deepened. By 
January 1975, some 18,000 workers had 
been laid off, and the Christian humanist 
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Indonesian students today: the ric 


issue statements, including some critical 
of government policies. 

The off-campus youth bodies are all le- 
gally constituted, but there arë signs of 
government concern over their indepen- 
dent status. There are reportedly plans to 
require the bodies to become affiliated to 
one or another of the country’s political 
parties or face dissolution. This would be 
in line with previous attempts by the gov- 
ernment to persuade students and other 
young people to join its national commit- 
tee for Indonesian youth, or KNPI as it is 
known, or another group, AMPI, spon- 
sored by the pro-government group Gol- 
kar. 

These two groups are heavily influ- 
enced by the government and those who 
join them are given material and other 
benefits. But many university students — 
other than those who are solidly pro-gov- 
ernment — are wary about joining. 





“These people are too pampered,” com- 
mented one university student. "They 
[Golkar and government agencies] give 
you everything, but students should not 
have to rely on such handouts." The two 
organisations are also criticised because 
some of their leaders are in their 40s, and 
can hardly be said to represent the coun- 
try's youth. 

So the average Indonesian student now 
is about as politically docile as his counter- 
parts in Thailand and the Philippines, 
though students in all three countries have 
previously proved that, when sufficiently 
organised, they can pose a substantial 
challenge to the government. In the early 
1970s student leaders from these three 
Asean countries carried out regular ex- 
changes, monitoring each other's ac- 
tivities. There is little doubt that when 
Bangkok students rioted in October 1973, 
which resulted in the overthrow of the 
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impulses which orginally motivated many 
students became overtly political. An in- 
dustrial mission was formed in Jurong, 
where much of the country's heavy indus- 
try is located, to help identify and solve 
workers’ problems. Later, students 
formed a retrenchment research centre to 
aid the unemployed. Both efforts were 
short-lived. 


Bi industrial peace is something 
of a sine qua non of Singapore's deve- 
lopment model, the government did not take 
these activities lightly — particularly stu- 
dent support for industrial action. Talk of 
“external influence" in the movement in- 
creased throughout 1975. *By themselves 
the students are manageable. They are no 
threat," said then foreign minister S. 
Rajaratnam at the time. “It is a different 
matter when outside forces intervene." 
Indeed, late in 1974 the government de- 
ported six university students — five 
Malaysians and one from Hongkong — 
charging them with violating scholarship 
agreements that prohibited political ac- 
tivity. A two-day boycott of classes led by 
the president of the University of Singa- 
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pore Students Union (USSU), Tan Wah 
Piow, was staged in support of the six. Al- 
though it was not judged a success, that a 
boycott was held at all surprised many ob- 
servers. Tan estimated then that there 
were only 200 politically active students at 
the university, but 2,000 had voted to sup- 
port the boycott. 

Tan was subsequently convicted and 
jailed by the government on charges of 
rioting because of his part in an earlier 
strike among industrial workers. But in 
later USSU leadership elections Tan's 
sympathisers won decisively, though his 
fate had been seen as a warning to other 
student activists. Tan later escaped from 
Singapore and is now living in London. 

The final blow against the students 
came late in 1975 when parliament dissolv- 
ed the USSU and reconstituted it under a 
set of new regulations, under which lead- 
ers are not directly elected by the student 
body and union funds are controlled by 
the university administration. More than 
anything else, these and other changes in 
the student organisation marked the be- 
ginning of the end of student activism in 
Singapore 
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military regime of Thanom Kittikachorn 
and Prapas Charusathiara, this greatly en- 
couraged Indonesian students who tookto 
the streets themselves only three months 
later in the Malari riots. 

But those days are over, at least for the 
moment. Some observers in Jakarta think 
that with the leadership-succession issue 
— currently becoming more controversiat 
with the proposed re-election in March of 
Suharto for a fourth five-year term — 
there is a danger that studént groups will 
be manipulated by various factions, both 
in and out of power, to identify with new 
leaders. The students have been manipu- 
lated similarly in the past and when Nug- 
roho, an honorary army brigadier-general 
and noted academic, was appointed reetor 
of the UI, he set himself the task of sweep- 
ing away outside influence from the cam- 


US.. 

Nugroho is known to have felt that 
manipulation of the students by various 
political forces had led to a situation of 
near anarchy under his predecessor. His 
strict programme of putting an end to 
what he refers to as “show-business” ac- 
tivism on campuses has brought an at- 
mosphere of academic tranquillity to the 
university, despite bitter criticism of the 
policy by students. But whether this un- 
easy peace in Indonesia's universities and 
colleges, enforced by threats of expulsion, 
will survive through the inevitalfte leader- 
ship-transition process over the next five 


years remains an open question. a 


FOOD TRADING 
ACQUISITION/JOINT VENTURE 


Our Clients, a large privately owned 
European food trading Group, are ex- 
panding their operations in all areas of 
the Far East and wish to make a major 
investment, but not necessarily a 
majority holding, in a company involved 
in food distribution, manufacture or pro- 
cessing. 

A good local sales network will be one 
of the main considerations, with special 
emphasis on distribution of: 


Snackfoods 

Frozen fish, meat & poultry 
Frozen vegetables 
Canned & Dry goods 


Existing involvement in institutional 
food service would be of particular in- 
terest. 


Our Clients have many years experi- 
ence in the food industry with consider- 
able sourcing and buying strengths in 
Europe and USA. 

All replies will be handled with complete 
and absolute confidentiality. 

Please address correspondence for 
the personal attention of Mr. Alun Bul- 


lon at: r 
Moore, Stephens & Co 


Ms 1108 Swire House, 


Chater Road, 
Hong Kong 
Tel: 5-257181 Tix: 83370 INNO HX 








Australian hospital and medical equipment 
has gained a world wide reputation for its 
. high standards of quality and operating 

- efficiency. It is exported to over fifty. 
countries. Typical of the equipment 
available are cardiac monitors, hospital 
beds and trolleys, surgical instruments. 


ru and equipment, invalid aids, centrifuges, _ 


spirometers, sterilizers, automatic 
autoclaves and disposable plasticware. 
The range is a wide one, so check what 
| Australia has o offer. And remember, 
Australia being so close also means 
quick deli ivery. 


„Ask the expert, 


who knows Australia 
For details of suppliers phone or telex. 


_the Australian Trade Commissioner at: 
"Kuala Lumpur, 42 3122; telex MA 30260. 


Hong Kong, (5) 22 7171-8, telex 73685. 
Singapore, 737 9311, telex RS 21238. 
Osaka, (06) 271 7071, telex 5225334. 


-. Tokyo, 582 7231-9, telex 2422885. 


New Delhi, 69 0336, telex 81312356. 


- Manila, 87 4961, telex PN 63542. 
.. Seoul, 7206490-5, telex K 23663. 


Beijing, 522331, telex 22263. 


» Jakarta, 33 0824, telex 46214. 
Bangkok, 286 0411, telex 82621. 
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е public support, 
ort of broad poli- 
occupied and 
eventually consu zir predecessors. 
Most of them were still in primary school 
when police. and ing mili 
aged the Thammasat campus on October 
6; 1976,:killing more than 40 students (by 
official count) and wounding scores of 
others in a day of shooting, beating and 
lynching. 

But for anyone old enough to re- 
member it, the visions linger of students 
hanging by their necks from trees and 
burning on piles of rubber tyres, and 
they serve to place a restraining hand on 
actions that could invite outside manipula- 
tion or provoke violent reaction. 

As many as 3,000 student activists fled 
to. the jungle in the wake of the Tham- 
masat incident and after the subsequent 
disintegration of the once-powerful Na- 
tional Students Centre of Thailand 
(NSCT). Most of the fugitives have since 
returned to Bangkok, disenchanted with 
the rigidly Chinese-orientated line of the 
Communist Party of Thailand (CPT) and 
apparently content after five years of 
hardship either to strive for change in 
more comfortable urban surroundings or 
simply to give up the struggle altogether. 

At least 50 of these students have re-en- 
rolled at Thammasat, another 100 have 
entered Chulalongkorn University and 
probably another 100 are continuing their 
“(studies on the Mahidol and Ram- 
` khamhaeng campuses. All are said to be 
"under cursory police. surveillance. Since 
many are in their late 20s or early 30s, time 
is short for them to complete their educa- 
„ tion and pursue a professional career — a 
circumstance that might inhibit renewed 
political activism. 

*Most of them returned to Bangkok 
physically and ideologically exhausted." 
said Suthum Saengpratum, former NSCT 
president and one of the so-called Tham- 
„masat. 18: who were jailed for two years 
without trial following the 1976 upheaval. 
"Their perspective of life has changed. 
‘The older and need a career. They 







Thai students : ошау r re-enter г political lite 
six years after a government crackdown on cues 
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cannot play the role of a student forever." 

Because of their youth, Thailand's new 
student leaders have not been greatly in- 
fluenced by the radicalism of the 1970-76 
period. Instead they grew up in a political 
climate that had changed onsiderably, 
both. domestically and internationally, by 
the latter part of the decade. “In the early 
1970s, the students were unanimous in 
looking at the military regime às à model 
of failure, so they rejected itand turned to 
the socialist movement because condi- 
tions were conducive to a more progres- 
sive society," Suthum explains. “Їп other 
words, they could see clearly where to go 
and what objective to pursue.’ 

The overthrow of the Thanom Kit- 
tikachorn-Prapas Charusathiara regime in 
the bloody October 14, 1973, uprising 
brought student power to its zenith. But 








Ramkhamhaeng students: conservatives in charge. 


during the subsequent democratic period, 
the NSCT tended to use that power indis- 
criminately by going to. the streets 
whenever a new issue or problem arose. 
This lack of a flexible response, the as- 
sociated disorder, the students’ use of 


Marxist rhetoric at rallies and an outpour- 


ing of leftist literature frightened the gen- 
erally conservative Thais, and effectively 
played into the hands of rightwing. ele- 
ments who had been knocked temporarily 
off-balance by the events of 1973. 


Co with these failings was the im- 
pact of developments outside the 
country, felt in different ways by both the 
students and the people they were alienat- 
ing. The first external factor was a change 
of course in China and the emergence 
there.of a leadership committed to estab- 
lishing relations with the United States, up 
to then one of the main targets of student 





movement was broken —- at least 
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the jungle, where they came int 
conflict withthe CPT over the refusal 
hard-line leaders to bring 
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maturing Thai society. 
The Vietnamese invasion of Ca! 
and the open split thát developed 
Hanoi and Peking also fanned : 
of this ideological dispute, w 
mately undermined a newly forme 
ed Front and sent 
students “and ot 
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down: to uncerta 
a lack of conf 
and. general - 
sion, гапа 
movement t has stagnated because: 
generation of students has been u 
to. identify the. broad political p 
or the forces at. work within. society 
day. 

While he: acknowledges that the: 
confusion in student ranks over the poli 
cal.balance of power, a CPT youth lead 
looks on the students somewhat diffe 
ently: "Now [that] the government 
held out the hope of democracy, I thi 
they [the students] are trying to ope: 
their minds and to accept the realities 
society," he said. "They are prepared. 
accept the inevitability of a military 
society." 

Still deepl y mindful of the Thamma 
tragedy — "the nation's loss," à 
dent put it апа conscious of sc 
police and military security agenci 
students are clearly feeling th \ 
















ndergraduate, told the REVIEW that the 
ortnight-long campaign should по Бе re- 
garded as a show of force. “What we are 
‘trying to do is bring problems tothe atten- 
ion of the government," he said. “We are 
more worrjed about, social and economic 
issues than political problems: ” ^ « 4 












Komart Thanasa-thiensub, who feels 
emocracy in Thailand is developing in 
he right direction, is perhaps even more 
autious — as befits a member of auniver- 
ity with a shorter history of political ac- 
ivism. "We have to be more careful about 
he way we do things now," he said, “We 
ауе to look at our society and at how the 
ublic looks at us." Thammasat vice- 
ector for student affairs Noranit Setabutr 
ded: "In the early 1970s the students 
ете heroes, now they are not heroes any 
оге and so they have to pick their issues 
'éfully. The student movement is weak 
ecause the political situation has 
hanged, but think they have good inten- 
ions and want to do something for the 
untry." E 

'Formerstuderits also note a lack of en- 
usiasm among today's students for ac- 
ities outside the lecture room, but that 
y be due to the enforcement of regula- 





























s$ "mild compared with firebrands о 
srday.” The observation was made late in 
981 when there were signs of a rebellious - 
tudent movement résembling closely pre- 
lartial law activism. But the threat of stu- © 
dent rebellion against school and govern- 
ent authorities was averted after discus-. 
ions between the leaders of three student 
rganisations and the ministries of de- 
nce and education. Two agreements re- 
ited; one granting student demands for 
restoration, of their right to organise 
Student councils and produce school pub- 
cations, and the other calling for the re- 
oval of policemen from campuses. ^: 
"Student militancy emerged in the láte 
960s — a phenomenon that the govern- 
ient said was partly responsible for Presi- 
dent, Ferdinand Marcos’. imposition of 
атна! law іп 1972. When Marcos sus- 
pended habeas. corpus after the Plaza 
Miranda bomb attack in 1971 against а 
; major political rally; Manila educational 
authorities closed their doors to student 
radicals and leftwing professors. The re- 
> sult was an exodus of these people to the 





























president Seksom 
‚а communications. faculty: | 








hulalongkorn student union president |. 





| countryside, and this eventually led to the 
formation of the outlawed New. People’s. 





‚ student unrest by acceding to some ‘stu- 


. League of Filipino Students (LFS); Youth 


Пе Ministry of Education was not $o suc- 
«cessful: Ministry sources said at the time 


















-including guidelines for student councils 
“and school publications, and he enjoined 





“regulations governing students’ rights to 



























Seksom: no shows of force. 








tions — generally relaxed in earlier years 
~ that students must have an 80% atten- 
dance record to sit for examinations. 
Another reflection of tighter government 
controls is a stipulation at Thammasat and 
Chulalongkorn that students. must riow 
seek permission to hold seminars and also 
must submit a list of those who plan to at- 
tend. 

The fragmented nature of the student 
movement and the lack of any centralised 
student body are two of the movement's 
major weaknesses. Student leaders say 


there have been attempts to reorganise 


ampuses at rest — 
hilippine students have regained some rights through 
Iks with the government, and remain relatively calm 





Army (NPA), and the re-establishment of 
the Communist Party of the Philippines, 
allegedly under the leadership of leftist 
college instructor Jose Maria Sison: 

' The Defence Ministry's move to ease 


dent demands placated the leaders of the 


for Nationalism and Democracy (YND) 
and the College. Editors: Guild of. the 
Philippines (CEGP). However, the series 
of meetings between student leaders and 


that Education Minister Onofre D. Cor- 
puz thought that the LFS, YND, and the 
CEGP were strident “vocal political op- 
positionists” and doubted the groups’ sin- 
cerity in tackling specific issues. On De- 
cember 9, 1981, Corpuz released an order 


school leaders to draw up reasonable 


‘self-government апа a free press: | 
While the agreements seemed imper- | 




















the movement. At Ramkhamhaeng, one 
of the largest open campuses in the world 
with branches throughout the coüntry; the 








| student administration has been. taken 


over by the Krasaethum Party, a largely 
conservative grouping which says it would 
join a revived national student body-— but 
with the singular purpose of moderating 
extremist elements. PE Ga ТАР 
A measure of student solidarity was evi- 
dent аї а six-day demonstration: outside 
Government House last month Бу more 
than 1,000 students who travelled. from 
the. northeast provincial capital of Khon 
Kaen to demand the removal of their uni- 
versity rector. Bangkok students lent sup- 
port to the protesters, and with no end to 
the sit-in in sight the university council 


“sought and obtained the rector's resigna- 


tion. 

Coming only.two weeks after the end of 
the bus-fare disturbance, the latest protest 
awakened speculation about possible be- 
hind-the-scenes manipulation by non-stu- 
dent anti-government forces, which the 
students themselves have said.they are оп 
guard against. “I’m prepared to accept 
that two demonstrations may be coinci- 






fect to the students, they succeeded in ` 
calming tensions among the swelling ranks 
of young anti-government demonstrators 
who were opposing increases in tuition 
fees, suppression of freedom of associa- 
tion.and assembly, and harassment of stu- 
dents by police and school security guards. 
They were also seeking the right to form 
student councils and a free press. 

Student councils and: school publica- 
tions were banned during martial law, and 
after the emergency period was officially 


lifted in January 1981 many schools re- 
fused to lift these bans. Student organisa- 


tions and alliances sprouted up and slowly 
moved into action. They were cautious at 
first bécause the limits of student dissent 
remained vague. But, during September 
and October 1981, matters came to a boil. 


`$ агре numbers of students, not only in 


aMetro-Manila but in other cities, 
began boycotting classes. On September 
16, 1981, 30,000 students in Baguio City 
Staged a one-week walkout almost simul- 


‘taneously with’3,000 students in Manila. 


In Bacolod City in Negros Occidental pro- 
vince, another 3,000: students began a 
boycott of their classes:‘on October 1. 

On October 7; violence marred а rally 
of-3,000 students in Manila's Liwasang 
Bonifacio. Scores of demonstrators were 
hurt in an.ensuing battle with anti-riot 





police. Marcos gave a dramatic warning, 


threatening "to go back to 1972" (when 
martial law wa sed) if the unrest con- 


















uine voice in society, perhaps an 
{е development but one tempered 
Љу students’ reluctance to call themselves 
ivists or to admit to strong feelings 
u arpened political role. “The stu- 
dent movement is not finished as a force," 
¿said one; Ramkhamhaeng leader, “but it 
lias its limits in forcing political change." 
Suthum, on the other hand, feels it may 
only be a matter of time before students 
again become influential and that if the 
student-labour alliance is cemented, the 
hext step will be to seek cooperation from 
Other pressure groups — including farm- 
ers organisations which also have recently 
shown signs of reviving politically 
(REVIEW, Dec. 17, 82). 
Whatever happens and no matter how 
"much caution is exercised, the dangers are 
ever-present: Ап ominous reminder of 
that, though the motive is still not clear, 
was the murder last month in his mative 
Prachuab Khiri Khan province of a third- 
year Ramkhamhaeng student who helped 
organise the bus-fare protest. Even more 
significant, given its role in events leading 
up to the Thammasat incident, was a 
counter-demonstration. during the Khon 
Kaen protest by members of the royalist 
; Village Scout Movement with the open 
backing of senior provincial officials. — pg 


tinued. Before the announcement,.some 
“generals had suggested:that NPA fighters 
“have'slightly increased" in number be- 
cause of student recruits. ^. 

It was the implication that militant stu- 







dent organisations were communist fronts ` 


or were infiltrated by the communists that 
"prompted the students to seek discussions 


“with. government authorities. The stu- , 


dents believe that they achieved some pro- 


gress in the talks. The REVIEW learned | 


from several of those who participated in 
these meetings that the authorities viol- 
ated the two agreements, but the viola- 


tions were not seen as significant enough ` 


to.warrant a renewed student upheaval. 

CEGP president J. Virgilio Bautista has 
said that-his-group will take up not only 
campus questions but also broad political 

. issues, such as its opposition to American 

"military bases in the country, the govern- 

. ment's crackdown on labour and various 
human-rights issues, But, as Bautista 
explained, the CEGP had to start withas- 

sues affecting the students' welfare, such 

“sas tuition fees. The organisation has now 
adopted a two-pronged campaign, first to 
remove campus militarisation and sec- 
'ondly to win back student rights. 

The students have become less strident 
and, for the moment, the country’s cam- 
puses are calm. The threat of students be- 
coming a strong political force capable of 

toppling the government 1s remote now, 
but, as Enrile indicated; they cannot be ig- 
nored. 
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South Korean students have lost most of the " 
influence they once had over government policy . 


successors. of those. students who: Over- | 
threw.the elected government of the late 


nation’s political course in any substantial 


Angered by the Rhee government's rig- 
ging of presidential and vice-presidential t 7 
elections in April 1960, tens of thousands | public. After.18.years of uninterru 
of college students took to the streets in | iron-clad rule, Park was finally 


youths dead. With most of the country's 
population behind the student demon- 


the revolutionaries, the Rhee government | The October 26 incident 


fell. Rhee eventually stepped.down from | 
Office. His running mate, Lee Ki 


South Korean university students as a po- 




















decision to normalise diplomatic relátio 
with Tokyo after centuries. of. m 
animosity, once again took to the. sti 
in a bid not only to thwart the rapp 
ment, but also to oust Park. 
South Korea’s press and oppo: 
ties backed the students, but Par 
government emerged unshakén -—- le 
because of support from two sou 
military establishment and. the 


niversity students, 
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alleged security threats from the North 
and having seen in Park's example how a 
strong regime — despite its poor record in 
the areas of civil rights and the develop- 
ment of democratic institutions — could 
deliver an improved material life, the 
country's middle class has rejected radical 
political change. 

e Thus in the winter of 1979 and the 
spring óf J980, when tens of thousands of 
students again demonstrated across the 
country, demanding a quick dismantling 
of Park's authoritarian system, the rest of 
the population withheld its support. That 
factor, plus opposition leaders' failure to 
unite into a single political force to cope 
with the political crises following Park's 
death, encouraged President Chun Doo 
Hwan, then an army general, to seize 
power. 

The way Chun ascended to the presi- 
dency with support from the military illus- 
trates the decline of student influence over 
political events. Facing the prospect of 


what half-heartedly. Busloads of riot 
policemen, armed with shields and batons 
are often parked outside university gates 
and quickly break up even the smallest 
gathering. Police agents, dressed like stu- 
dents, have now become a part of the cam- 
pus scene. Their job is to monitor student 
feelings and activities. Small one-column 
news items in the local press from time to 
time report arrests of demonstrators. Ex- 
cept for Protestant-led human-rights ac- 
tivist groups, almost no one now pays at- 
tention to campus unrest. 


Fi supplied by dissident sources in- 
dicate that 293 of the 413 political pri- 
soners held by the authorities on various 
anti-government charges are college and 
university students. The rest are profes- 
sors, writers, some Christian clergymen 
and workers. The government insists that 
most of the detained students are leftists, 
including some involved with arson at- 
tacks against United States cultural 


Students under arrest in Kwangju: the reaction was relief. 


popular but disorganised opposition lead- 
ers coming to power through an election, 
South Korea's two other major power 
groups — the family oriented big-business 
companies, and the technocrats — opted 
for the continuation of "strongman" 
leadership similar to that of Park. 

The confrontation between the two 
sides — the students lined up against the 
more conservative groups, including the 
military — erupted in a flash in Kwangju 
in May 1980. Although initiated by stu- 
dents, the city's insurrection was largely 
sustained by the general public there for 
nine days. It was another example of how 
South Korea's student movement has 
changed from that of an overthrower of 
government to a less potent catalyst of 
change. When the military put down the 
Kwangju insurrection, which claimed the 
lives of nearly 200 people, the rest of the 
nation reacted with relief. 

Confrontation between students and 
the authorities continues, though some- 
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centres in Kwangju and Pusan. Leaflets 
scattered by students in Pusan shortly 
after they burned down the US library 
there in March last year attacked the Chun 
government for allegedly preparing a 
"northward invasion". 

At the root of current anti-American 
sentiment is the US endorsement of a gov- 
ernment decision to put down the 
Kwangju rebellion with regular troops. 
Command authority for such a decision 
lies with the US under a security agree- 
ment between Seoul and Washington. 
The government, however, sees what hap- 
pened in Pusan as evidence that some rad- 
ical students favour socialist causes. 

Finding themselves incapable of mount- 
ing large street demonstrations, many 
campus dissidents now turn to indoctrinat- 
ing workers and farmers, a tactic which 
disturbs the government because it is 
harder to detect. During a recent workers' 
strike at Wounpoong Textile Mill some 
students were found to have become 





members of the underground Urban In- 
dustrial Mission, a church-led labour-ac- 
tivist group. 

The government deals sternly with any 
manifestation of campus dissent. When 
caught, demonstrators are usually clas- 
sified into four categories, depending on 
the degree of their involvement in political 
agitation. Ringleaders àre normally tried 
and imprisoned; the rest receive punish- 
ments ranging from early conscription 
into military service (students normally 
get draft deferments to complete their 
education) to expulsion from school or 
suspension from class. Once expelled, it is 
almost impossible for a student to find em- 
ployment with prestigious companies 
which shun those they view as potentially 
rebellious employees, With nowhere else 
to turn, these students continue to be po- 
tential political troublemakers and are al- 
ways under some sort of official surveil- 
lance. 

The price of dissent is high in South 
Korea and it is becoming higher still with 
each passing year. But the government, 
frightened by the spectre of the April 1960 
revdlution and the Kwangju upheaval, is 
unwilling to relax its controls on students. 
The result is a perpetual state of tension 
between the government and campuses. 

In another effort to deal with campus 
dissent, Education Minister Rhee Kyu Ho 
has instituted a series of university re- 
forms. Under the reforms, each university 
is permitted to enrol 30% more students 
as freshmen than the law normally allows. 
One out of three of these students will not 
receive a diploma, and many of those who 
do not graduate will be those who become 
involved in political activities frowned 
upon by the government. Although this 
has had the desired effect of keeping stu- 
dents off the streets, it also has fuelled 
even more dislike of the government 
among students. 

The government has also partially lifted 
a ban on Marxist literature in an attempt, 
the government says, to "demystify" 
Marxism. The more students find out 
Marxism's irrelevance to South Korea's 
situation the better, officials have said. 
Marx's Das Kapital and many of Lenin's 
writings are still banned, but students are 
permitted to read books and commen- 
taries that criticise these revolutionary 
works. Also, every college has newly insti- 
tuted ideological education courses aimed 
at pushing the government's philosophy of 
à free-enterprise system and a gradual 
movement towards democracy. 

Since many of these steps are relatively 
new, it is still too early to say how success- 
ful or unsuccessful they are in discourag- 
ing student demonstrations. But more and 
more students admit it has become 
tougher for them to spar with the govern- 
ment on political issues such as freedom of 
the press and more even distribution of 
wealth. Even if mounting campus dem- 
onstrations were feasible students are 
sceptical of how effective they would be in 
changing the government's course. The 
key to their success is middle-class sup- 
port, and the middle class wants evolu- 
tion, not revolution. 
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In Hong Kong, there is a hotel for 
perfectionists. 

For people who demand a view of 
the city at its most spectacular 
From their own room. 

Who believe that bathrooms 
should be marble, with separate 
showers and sunken tubs. 

Who expect their hotel to have 
remarkable service. Famous res- 
taurants, And a swimming pool 
worthy of the name. 

The Regent of Hong Kong lives up 
to all this. And more 

The next time you book a room in 
Hong Kong, be a perfectionist. 
Reserve at The Regent. 
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e OF the wor 
programmes (so. vii 
mation when ni 


arious radio news 
source of infor- 
ting a. country 
innot be trusted 
ced world pic- 
"BBC's World 
eller to be the 
to ap 
ten goes 

ibing athe most 
wn correspon- 


the BBC; gave 

ecution of a 

al official for cor- 

rst such sentence. dis- 
eking. cracked down on 


s last year. The official, | 


“according to the BBC, had been con- 
victed for embezzlement and for accept- 


ing bribes, having made a fortune in. 
state-owned. goods and pay-offs. The. 


news reader added: "Correspondents 
say that Guangdong province is notori- 
ous for smuggling and corruption be- 
cause it adjoins Hongkong." 


„Ном was that again? Because of its. 


proximity to Hongkong? What then a 


te causes of the widespread corruption 
the rest of China, in Shanghai and Pe-. 


| Xinhua newsagency, did. 
роль, but not as a cause of 
Among the official's main 
ported, was the taking of 
тоге than Rmb 10,000 (US$5,000) in 
“bribes from people seeking permission 
to goto Hongkong. That put the story in 
rather a different light. 

e THE REVIEW is occasionally dragged 
.. into communist propaganda, its contents 


appropriately twisted or quoted out of 


context. One example was brought to 
my attention by à kind reader. A copy of 
the Soviet weekly New Times, published 
last July, showed a photograph of a stu- 
dent being arrested for demonstrating in 


South Korea. The picture was attributed : 


to the REVIEW and purported to show 
. “reprisals against а democratic opposi- 
боп and massacres of students with the 
help of American weapons." In fact, the 
photograph — of à student being quietly 
led away by a couple of soldiers — ap- 
pearéd in our issue of May 14, 1982, 


clearly attributed to the American news- 


agency UPI. 

Occasionally, communist propaganda 
comes unstuck. The New Zealand 
| Tribune, a journal of that country's 
5 Socialist Unity Party, which slavishly fol- 
: he Moscow line, published on 

29, 1982. a picture of the new 


he cai tion: * A secret 


ar fac- 








police chief and polithuro member, An- 
dropov delivers keynote speech at Lenin 
anniversary celebration in Kremlin in 
1982." That at any rate was the caption 
in the early editions — later copies had 
the offending ‘words "a secret police 
chief" blacked out (the peace-loving 
Soviet Union of course has no secret 
police!). The editor of the Tribune 
should indulge in a little self-criticism, 
for both the photo and the caption were 
reproduced. from Time magazine of 


1 November 22, 1982. 


e A REVIEW reader, P. Rajah, writes 
from Rome to point out that itis notonly 
in Asia that the English-language press 
occasionally makes for hilarious read- 


| ing..A report in the Rome-based news- 


paper Daily American on November 20 
concerned the allegations that the Polish 
authorities were in possession of tapes, 
pictures and documents which allegedly 
implicated Solidarity leader Lech 
Walesa in both sexually compromising 
situations and financial irregularities. 
The item continued: 

NBC quoted a source close to the 
church as saying the tapes and pictures, 
reportedly made before martial law was 
imposed last December, were either 
genuine or high-quality fakes.* 

@ FULL-PAGE. advertisements. ap- 
peared in the Indian magazine Main- 
stream, proudly promoting another pub- 
lication; Al-Zahf Al-Akhdar, or The 
Green March. The blurb ran: “The first 
paper that is not owned by an individual, 


| government or any tools of exploitation 


— important in the history of Arab and 
International Press." The paper sup- 
ported: ^the cause of freedom. every- 
where and against the exploitation of the 
masses." 

“The true degree of its independence 
was revealed. when the ads ended: 
"Latest issues. О The Green March 
сап .be. obtained from the. People's 


Bureau of the Socialist People's Libyan 


Arab Jamahiriya.” 
@ RELIGION provided a few chuckles 


_over the Christmas period. At least five 
"readers sent in а headline from The 


Straits Times reporting the beatification 


| by the Pope of Sister Angela de la Cruz, 


in Spain, which appeared to indicate that 
the services of a mortician had been 
used: 





Sister Angela 
beautified 


€ ANOTHER  Singaporean reader, 
who recently visited Pakistan, spotted an 
item in the Morning News which con- 
cerned a Christian faith healer, Djuna 
Davitashcili; who. practises her агі in 
Moscow апа was. even credited with the 
rejuvenation .of the ailing Leonid 





Brezhnev last year (evidently effecting 


rary cure). But her papuler- 








| 
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and the newsp: 
tender in the 


field witha an m electrik 
own design. He prosi 
of his patients died.” 
So; of course, did Bre 
best feature of the article was 
line: ^ | 
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e IN Japan'sold capital city of Ky jo 
Buddhist nunnery, the Jakk 
ple, prints a little brochur 

which contains a poem penne | 
Komatsu, the temple's abbess. It 
pears to Keep d ye muc 
home: ; ; 


In the morn ‚ 
Аз well as in the eve 
My prayer is — 

Peace on the earth ава 
| Upon every parson/ 


el SUSPECT that there are some ir 
reverent types among the British comi: 
munity in Taipei. They got together to 
put or a pantomime — Cinderella — fo 
the kids during the recent festive season. - 


The. performance, as advertised in thi 


China Post, was: 








| pfseboledby 
T.-T.S. (Taiwan international 


Theatrical | 
| Society) supported by B.R.A. (British Re- T 
pertory Association) A Fairy Tale Pantomime |: 


ы à 


€ A HEADLINE, spotted by Donal 
Hindley, chairman of the Department o 
Politics at Brandeis University in Mas 
sachusetts, in a recent issue of the Bos 
ton Glóbe, was enough to make Bize 
turn in his grave: 


Carmen told to le 
cleaning crew 

































By David Jenkins 

Taipei: In the months since the United 
States and China signed the so-called 
Shanghai II joint communique placing a 
ceiling on US arms sales to Taiwan, lead- 
rs in Taipei have been somewhat mol- 
fied by soothing words from Washington 
about a continuation of Americam sup- 
rt. Howeyer, concern remains about a 
inding down of the island's defence 
capabilities and there is a fear that if this 
tuation continues, Peking will in time 
be tempted to launch a full-scale attack 
or throw a naval blockade around the is- 

ind. ` 






er to keep the communists 


tionship. being underpi 
al Defence Treaty of 1954, 
| when then president Jimmy Carter 
10unced the normalisation. of US- 
relations in December 1978 (giving 
мап a: mere seven hours' warning), he 
ered all official links: with Taipei, in- 
cluding the defence treaty. If that decision 
appeared to leave Taiwan high and dry, 
then some of the damage was remedied 
when the US. Congress pushed through 
e Taiwan Relations Act (TRA) in 
March 1979, less than three months after 
US recognition of China had gone into ef- 
fect. = Gn ae | 
‘The legislation, which went well beyond 
anything the Carter administration had 
envisaged, obliges the US to provide the 
island with such weapons as may be neces- 
ry "to enable Taiwan to maintain a suffi- 
cient self-defence capability," with Wash- 
ington retaining the right to determine 
what is sufficient. 
Та the view of Chang King-yuh, director 
f the Institute of International Relations 
n Taipei, the security provisions of the 
ТКА are in some ways more elaborate 
than those of the old -mutual-defence 
treaty. The treaty provided that the sig- 
|» natories would take joint measures to 
-cope with military attacks in the western 
< Pacific. Under the TRA, Washington con- 
siders "any effort to determine the future 
“of Taiwan by other than peaceful means, 
including by boycotts, or embargoes, a 
threat to the peace and security of the 
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(MT leaders fear that if they fail to obtain advanced weapons, 
‘the island could be the victim of a Chinese blockade 








western Pacific area agd of grave concern 
to the United States." | 
Bechuse Taiwan cannot hope to match 
China's arms quantitatively, Taipei argues 
that it must maintain qualitative superior- 
ity, especially in the air and at sea, if itis to 
ensure its security: If Taiwan possesses 
sufficient deterrent power, it is said, 
China will be less likely to launch any at- 
tack on the island. What concerns defence 
planners in Taipei is that any qualitative 
edge the island may now have is rapidly 
being blunted. Carter rejected Taipei's re- 
quest for high-performance aircraft in 
1980 and the succeeding Republican Party 
administration of President 
Reagan has been no more helpful on this 
score, Reagan’s pro-Taiwan campaign 


ЕБЕ takes off: no match for Peking's new models. 


Ronald 





: 5; ley рш 
their faith in the sincerity of the US 
pledges, they maintain that friendship be- 
tween Taipei and Washington was under- 
mined because the US had again yielded 
to what they see as Peking's blackmail. 
"As a long-standing faithful ally of the 
US," said government spokesman James 
Soong, "the Republic of China had every 
reason to resent US concessions to the 
Chinese communist regime." 

Despite this resentment, Taipei sees 
certain positive aspects of the US-Taiwan 
relationship, aspects which compensate to 
some extent for the drift in support for 
Taiwan in some US Government circles. 
One significant plus as far as Taipei is con- 
cerned is Reagan himself. *We definitely 
have a friend in the White House," says 
Chang, "and his heart is with [Taiwan] 
even though he and his advisers may be- 
lieve that the strategic relationship with 
the mainland is important to the US at the 
present time." 

Senior officials in Taipei feel there has 
been substantial improvement in relations 
with Washington since Reagan came to of- 


gotia 
Although Taiwan leader 








statements notwithstanding. In January 
last year, the US State Department an- 


nounced that Washington would not sell : 


an advanced fighter to Taipei büt would: 
instead extend Taiwan’s co-production 
line of Northrop's FS5E. | i 


0: August 17, the US and China issued 
the Shanghai II joint communique, 
which placed a ceiling on the quantity and 
quality of US arms sales to Taiwan and said 
that Washington intended to reduce the 
sales gradually. In a statement at the time 
of Shanghai П, Taiwan noted that the US 
had made certain points to Taipei — thatit 
had not agreed to set a date for ending 
arms sales to Taiwan; had not agreed to 
hold prior consultations with Peking оп 
arms sales to Taipei; would not play any 
mediation role between Taipei and Pe- 
king; had not agreed to revise the TRA: 
had not altered its position: regarding 


sovereignty over Taiwan, and would not 





an advanced fighter, believing the island 





| fice, despite Shanghai II. Representatives 


of Taiwan, they say, have not only suc- 
ceeded in having one of their representa- 
tive offices reopened in Boston but have 
better access and better working relation- 
ships in Washington. "For reasons of its 
own the American Government does not 
wish to talk too much about this," said a 
source in Taipei. ^And we do not talk alot 
either. But our assessment is that there 
has been an improvement." 

A second plus is that it is generally ac- 
cepted that under the terms of the August 
communique Taiwan will be able to buy 
US arms worth at least US$880 million a 
year, the level of purchases in the final 
year of the Carter administration. The 
other side of that coin is that Washington 
seems reluctant to sell Taiwan the very 
weapons it feels it most needs. Taipei has 
been particularly. disappointed by the 
Reagan administratión's refusal to sell it 
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must have such a fighter to maintain a 
qualitative edge over the mainland’s 
forces, 

At present, an invasion of Taiwan 
seems unlikely, given Peking's commit- 
ment to modernisation on the mainland, 
the difficulty of mounting such an opera- 
tion and the very high losses which 
Chinese forces could be expected to suffer 
in any such undertaking. However, ex- 
port-oriented Taiwan worries that Peking 
might seek to bring the island to its knees 
by means of a naval blockade. 

In this scenario, Peking would declare a 
cordon sanitaire around Taiwan and inter- 
dict shipping with its fleet of missile and 
patrol boats, the largest such fleet in the 
world, the blockade being backed up by 
its 70-90 attack submarines. Although 
Taiwan's air force, with about 390 combat 
aircraft, could be expected to account for 
a good number of the attacking missile 
boats, it would be progressively ground 
down by the numerically superior main- 
land air force, which has some 5,000 com- 
bat aircraft. 

In these circumstances, Taiwan's 20- 
odd destroyers would be of little help. 
Vulnerable in the Taiwan straits to missile 


А 
Defence Minister Soong: ‘I wouldn't hesitate.’ 


boats and lacking an effective anti-sub- 
marine warfare capability, they would be 
dependent on the air force maintaining 
tactical air superiority over the battle 
zone. 

To maintain such superiority, it is ar- 
gued, Taiwan needs a combat aircraft with 
a longer range and heavier payload than 
the FSE, the workhorse of the Taiwan air 
force. This is all the more important, 
Taiwan argues, because the mainland's air 
force — already numerically superior — 
will soon enjoy a qualitative advantage as 
well. 

Although many of China's 5,000 com- 
bat aircraft are obsolete, the F7 — à 
Chinese-made version of the Soviet 
MiG21 — is said to be as good or better 
than the FSE. China is said to have 120- 
280 F7s, which can fly faster and higher 
than the Е5Е. It also. has about 30 F8s, а 
locally adapted variant of the MiG23 that 
is capable of flying at Mach 2.5. 
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The FSE is equipped with two Side- 
winder missiles, but, when these have 
been fired, the firepower of the F5E can- 
not match that of either the F7 or the F8. 
Taiwan has about 200 FSEs but the rest of 
its aircraft are obsolete. To offset the 
quantitative superiority of the mainland's 
navy, Taiwan has sought, again unsuccess- 
fully, the US-built Harpoon surface-to- 
surface missile. 


[: Washington. does not supply the 
sophisticated military equipment which 
Taiwan seeks, the government in Taipei 
has almost nowhere else to turn. West 
European nations, acutely attentive to Pe- 
king's sensibilities, are unlikely to be of 
much help. Israel might be willing to sell 
Taiwan its Kfir fighter, but Taipei is in no 
position to consider this option without 
Jeopardising its close relations with Saudi 
Arabia, its main oil supplier. 

South Africa, a fellow political pariah 
and a nation with which Taiwan-has close 
relations, might be able to provide some 
equipment but not the sophisticated com- 
bat aircraft and missiles which Taiwan is 
seeking. That leaves only Taiwan itself. 

Taipei has allocated US$225 million to 
research and production for its defence in- 
dustry and Prime Minister Sun Yun-suan 
said late last year that plan designs and 
trial production of Taiwan's own jet 
fighter and high-precision missile system 
should be completed within the next five 
to six years. Senior defence planners have 
spoken in a similar view. 

Much of this talk, however, has about it 
an air of self-delusion. Taiwan does not 
have the industrial base to develop an ad- 
vanced fighter at this stage, despite the re- 
cent statements to the contrary by Sun. 
“АП this talk about building their own 
fighter is nonsense," said a diplomat in 
Taipei. 

As things stand, Taiwan has no real sub- 
stitute for the US connection, not least be- 
cause the link shows the US is concerned 
about Taiwan's security. "Washington 
would love it if [Taiwan] could get equip- 
ment elsewhere," says one source, "but 
that is just not possible." 

In the six months prior to Shanghai II, 
US military sales to Taiwan had been 
very slow: However, many decisions were 
pending at that time and there has been an 
enormous spurt in sales since then. Two 
days after the communique was issued, 
the Reagan administration notified con- 
gress of its decision to sell 30 FSE and 30 
FSF aircraft to Taiwan, a deal worth more 
than US$600 million. At the end of 
November, the Pentagon said it planned 
to sell Taiwan US$97 million worth of 
armoured personnel carriers, mortar car- 
riers, command vehicles and support 
equipment. 

For the moment, the three parties most 
affected by Shanghai II — Peking, 
Washington and Taipei — seem to feel 
they can live with the communique. But 
Taiwan senses that the rug is being eased 
out from under its feet and can be expected 
to fight tooth-and-nail to retain and en- 
hance its residual, but still quite signifi- 
cant, informal links with the US. 
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' Taipei: No опе in Taipei has been. more 
concerned with the attempts fo persuade 
Washington to sell Taiwan an advanced 
fighter aircraft than Minister of Defence 
Soong Cliang-chih. Inia wide-ranging in- 
terview recently with Regional. Editor 
| David, Jenkins, Soong explained why. he 
feels Taiwan needs to maintain its qualita- 
tive edge over the communist forces on 
the mainland. : 9 
















Shanghai IE, ( éamminique. have on 
Taiwan? 

The communique really hurt our coun- 
try and people. It damaged the morale of 
our people, since the communique. was 
mainly concerned with arms sales. But 
[United States] President [Ronald] 
Reagan made a strong statement of con- 
tinuing support and. the [then] assistant 
secretary of state, John Holdridge, as- 
sured the [US] senate that there would be 
a continued. arms supply. -So the com- 
munique doesn't réally affect. our arms 
supplies at present: 

On the other hand, it did mention a de- 














































crease in quality and quantity, What does. . 


a decrease in quantity mean? Is it to be 





interpretations. The Chinese communists 
say this means the end of агт sales, But 
the US feels it means the arms situation 


problem" is resolved. 


Are you concerned that a different US ad- 
ministration might take a different view of 
the situation? 

A different US administration might 
have a different interpretation because 
the words used in the communique are 





very flexible. But for the moment, with: 
Reagan in the White House, there is not. 


much difference. As long as he.is there 1 

don’t think the communique. will ‘affect 
things very much because he has an- 
nounced his continuous support many 
times and Reagan іѕ а great friend of our 
country. 8 


In 1980 Taiwan purchased military equip- 

ment worth about US$880 million from. 

the US. Given the problem with inflation, | 
| Ttake it that you will not wish to make too. 


much of that figure in arguing: for the sale 
of a similar quantity of equipment in fu- 
-fure years? : 
* We don't want to argue on that. And we 










trade. So a blockade would be: very 


What impact did the August 17, 1982, 





an v 
yu the words: “final resolution” 
[in the communique] are open to different 


will remain in status quo until'the “Taiwan | 





How serious is the threat of a possible 
blockade of Taiwan by Peking? — 

That is very serious. This is an island 
and we depend very much on foreign 







— and anti-blockade warfare capability i 
very important. 






How does Peking's air force compare with 
yours? 

Their main fighter aircraft. is. the 
MiG19. They also have MiG17s. and 
MiG15s, but they will be obsolete very 
soon. They are making the MiG21 and 
have тоге than. 120 already... In future 
years this will be their main fighter. But 
they are also developing the next genera- 
tion of fighters — the F8. The prototype is 
completed and they will probably produce 
F8 series fighters in the mid-1980s. 


Is the F8 better than,the ESE, your main 
fighter? 

The MiG21 — what they call the F7 — is 
a little better than the FSE and the F8 is 
much superior. ү 


Recent developments suggest that there 
might be some easing of tensions in Sino- 


|! Soviet relations. Are you concerned that a 
mutual troop reduction. along the Sino- 
d | Soviet border might leave Peking in a 
.| position to place additional troops along 


the coast along the Taiwan straits? 
Even during the normalisation of rela- 


tions between the Chinese communist re- , 


gime and the US we predicted that they 
would опе дау play the Russian card. But 
even if they pulled some troops back from 
the border. and placed them along the 
stráits, it would. not increase ће threat to 
us; because ground. troops. must use sea 
transport to cross the straits. 

On: the other hand, their air force can 
move from one place to another in several 





days. We feel the threat always exists over ` 


there. So we have to.be-on alert all the 
time. They can change their intention at 
any time. We never trust the communists 


because of our past. experience. We have 
hàd many, many. bitter рны with 


them. 


ы that mean no reunification i is possi- 
e? 

What they call peaceful reunification is 
United - Front warfare; that is, United 
s. Because if the 
communists, not . Chinese com- 
munists, talk реас is also a: kind of 
war. So we cannot.aecept their proposal, 
because if we.do, iti s we surrender to 

















[ | are confident of continuing strong support | oi 
Pain: the senate and in-the House of. R« 









What 


ely, the crackdowns being 
by the Taiwan Garrison Command. 
exactly is the role of the armed forces in 
such situations and how far can it be said 
that the military in Taiwan is playing an 
important political role? 


As military men we do not interfere in 
politics. We do have a [state of] serious 
alert but this does not affect the daily life 
of the people very much. Some people 
probably don't realise that the alert still 
exists. If other countries declare martial 
law they impose a curfew, suspend the 
constitution, shut down the parliament 
and restrict the newspapers. But here we 
have not done all that. I think newspapers 
are really quite free, freer even than in 
some countries of the Western world. 


In that case is there very much reason for 
retaining martial law? 

We want to maintain the security of the 
nation, without affecting politics, without 
affecting the life of our people. Unless na- 
tional security is threatened, the military 
is not involved. 


How many military men are there on the 
27-man standing committee of the Kuo- 
" 


The only ones are myself and Gen. 
Wang Sheng and my predecessor, Gen. 
Kao Kuei-yuan. So in all, a total of three 
out of 27. 


What is your basic defence philosophy and 
are you confident that you will continue to 
have the necessary weapons to defend 
Taiwan? 

If we can maintain this country's de- 
fence capability as strongly as possible, 
that means we can maintain peace. If this 
country is weak the situation will be like a 
hawk attacking a chicken. If I were a com- 
munist in these circumstances, I wouldn't 
liesitate to take over this country. So the 
Chinese communists' aim is to deprive this 
country of weapons. They say the threat to 
them comes from the Soviet Union but 
they know that it does not. 

People on the mainland know that over 
the past 30 years we have made great pro- 
gress and they have slipped backward and 
because of this they are against the com- 
munists. If the communists take this is- 
land, the people on the mainland will lose 
hope of freedom. This is the threat and 
that is why the Chinese communists want 
to seize this island by any means. On 
weapons: we can manufacture all the con- 
ventional weapons locally. And, if we 
can't get sophisticated weapons overseas, 
we will have to develop these ourselves. 


Some people have suggested that if any- 
thing were to happen to President Chiang 
Ching-kuo, there could, in certain cir- 
cumstances, be a military coup in Taiwan. 
This seems to have caused some misun- 
derstanding and I wonder if you could 
clarify what has been said. 

A military coup in this country is com- 
pletely impossible. Our mission is to de- 
fend our country, protect our people and 


support our government. 
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Г the world becoming bored Бу 
revelations of old one-time spies in 
high places? The question has been 
raised by a couple of friends on The New 
York Times, who sent me a news clip of a 
December 27. 1982, interview with a 
former top-level spy in the White House 
who escaped pünishment by belated 
confession and who is now going to earn 
profits by publishing his own account of 
his shameful record, which he denies — 
deadpan — was that of “а traitor, spy or 
Soviet agent." My friends reckoned that 
Japan should be especially interested as 
Prime Minister Yasuhiro Nakasone 
broods over necessary changes in 
Japan's totally inadequate anti-espion- 
age laws which have made the country, 
according to a recent magazine com- 
plaint, “а cockpit for spooks of varied 
stripes and feathers." 

The old crooked spy — curiously mis- 
named — is Michael Straight, who went 
to England with his wealthy American 
stepfather and mother when he was 


Nakasone: overhauling the law. 


nine, and was educated at Trinity Col- 
lege, Cambridge (like Donald Mac- 
Lean). There arch-traitor Anthony 
Blunt — smirking in freedom today in 
London — lured him into becoming a 
communist agent in 1937 before his re- 
turn to the United States. There he also 
met Guy Burgess. 

Straight, in his interview with David 
Binder in The New York Times, said 
that young members of the communist 
cell met openly in his apartment in Trin- 
ity College. They all carried green party 
cards. 

Back in Washington in 1938, his initial 
Soviet contact was a Michael Green (a 
well-chosen cover name?). Straight 
worked in the State Department, In- 
terior Department and then as a speech- 
writer for president Franklin D. 
Roosevelt himself. He will insist in his 
book — to be entitled After Long Si- 
lence and on sale in the spring — that he 
had no access to classified documents 
and passed over only his own “analyses 
of political and economic development." 
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It will be interesting to read how he ex- 
plains his conversion from communism 
as the years rolled on. He says: “I remain 
a political liberal." Nu 

Then in 1963 — 25 years after his re- 
turn to the US — he was offered a job as 
“adviser on arts and hurjaniges" inJohn 
F. Kennedy's administration and, obvi- 
ously reckoning that his past might be. 
uncovered, decided to confess to the 
FBI. 

He was sent for further interrogation 
to London, where he claims he first 
named as Soviet spies Blunt, Leo Long 
(another Cambridge commy whe had 
been appointed to the British intelli- 
gence service) and Sir Roger Hollis, one- 
time director of MIS. 

He promises full detail in After Loi 
Silence, which he says is *mainly an ef- 
fort to explain myself to my children and 
grandchildren." (He has already pub- 
lished several novels and a play.) Surely 
his book — lies or truth — should be a 
best-seller even if public boredom over 
old spy stories is developing as new spy 
stories spring up. 

Japan, as always, thrusts into the 007 
scenario. Washington last month re- 
leased testimony by Soviet defector 
Stanislav Levchenko in July that the 
KGB had recruited 200 Japanese agents 
— many politicians and journalists — in 
the late 1970s, when he was a KGB of- 
ficer disguised as a magazine correspon- 
dent. 

At present, under Japanese law, any 
Japanese who pinches state secrets and 
slips them to a foreign power can be ac- 
cused only of theft. And the maximum 
sentence for a military — rather “self-de- 
fence" — officer caught passing clas- 
sified information to the Soviet Embassy 
is only a one-year prison term. However, 
any Japanese agent supplying defence 
information about US forces in Japan 
can cop 10 years. Nakasone is believed 
to be considering awarding that same 
penalty — surely a logical decision — for 
similar espionage reports about Japan. 

Some of us senile reporters who were 
in Japan during the Occupation recall 
that Soviet "journalists" and embassy of- 
ficials were trying to recruit agents 
among foreign correspondents. Two US 
mates told me that they were respect- 
fully requested by a Soviet "cultural ad- 
viser" to keep him informed about “con- 
fidential Occupation news," which they 
couldn't print, in exchange for alleged | 
similar news which he picked up 

He was known as "Ivan the Chain- 
Puller" because, whenever he visited 
them in their Foreign Correspendents 
Club apartments, he would enter the 
toilet and keep pulling the chain as he 
conversed. "MacArthur has got all these 
rooms bugged,” he insisted. “Yeu can't 
trust the Yanks." 
















New: Delhi: When the Norwegian ice- 
breaker Polar Sirkel sailed from Goa in 
December 1981, it marked the start of 
India's campaign for a stakein the Aritarc- 
1с: The ship carried a 22-member Indian 
scientific expedition which set up a station 
80 miles inland on the Antarctic land-mass 
designed to - gather automatically 
meteorological, geological and -other 
data. En route to the station, the Polar Sir- 
el paused when the scientists discovéred 
3,500-m.' submerged mountain which 
as named Mt Indira in honour of Prime 
Minister Indira Gandhi. E 
o Late last month; a 28-memiber Indian 
xpedition' retraced Ш 
the steps of the first 
mission to retrievé 
tà colected over 
intervening year 
nd to service the sta- 
n, " located іл 
orwegian-claimed 
tory tlose "to 
iere it borders ter- 
claimed by 
. The latest 
ion, which is ex- 
ed to return 
ie late this month, 
also preparing the © 
yy for a third exped- 
1 planned for later 
5 year, 
The station's name, 
















































y India's: 
laim to part of An- 

arctica and its riches. 

he name implies a 

istorical claim to the 

égion which is based 

on a geological theory 

suggesting that 200 

million years ago India, Antarctica and Af- 
Tica formed a single land mass which broke 
p and drifted apart due to the movement 
fsubterranean tectonic plates. 

S. Z. Qasim, secretary of India's De- 
partment of Ocean Development and 
leader of the first expedition, told the 
REVIEW that India aims to continue its an- 
ual missions to Antarctica until 1985 
When the station is to be manned all year 
nd. Now only the Soviets maintain 
ha station. Other nations leave sta- 
tions unattended during the severe winter 
from April to September. India lias used 
the same Norwegian ship for both its ex- 
peditions. But discussion has begün on 
whether to buy an icebreaker or build 
опе in India. 

0 Mrs Gandhi described the first expedi- 
tion to Antarctica as the fulfilment of a 
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India is continuing its scientific expeditions to the : 
southern continent, in part to ensure a future stake there 


By Salamat Ali and Michael Richardson 











life-long. dream. Speaking in. the upper 
house of parliament on February 20, 1982, 
she said she sent the eXpedition to further 
India’s national interest.-Four days later, 
she told the lower house: “We do not sub- 
scribe to the view that only a very few rich 
countries have the right to such uninha- 
bited, secluded places. 1 think we and 
other countries have an equal right; ^ 
Mrs Gandhi has“ said’ that. India’ will 
weigh carefully the pros.and cons of accéd- 
ing to the Antarctica Treaty of 1959 which 
came into effect in 1961: As in the case of 
other nations, India's continuing expedi- 
tions to Antarctica, which has a land area 




















“the Third World, an exclusive club — 
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| brella for making con 
ments to the advantáge of its members has 


ulgaria, : 
stG 
many, the Netherlands and Romania. 
The treaty reserves the Antarctic. conti- 
nent south of 60 degrees latitude: for 
peaceful research and international co- 
operation. It does not grant territorial 
rights or recognise claims. The territorial 
claims of seven treaty signatories аге поі 
recognised by other parties to the accord, 
and the other parties have not made any 
territorial claims. Three of the ‘original 
treaty members — Britain, Argentina and 
Chile — have overlapping claims, but 
these in effect have been frozen by’ the 
1959 pact. | 





pinion in India is divided on whether 

to.seek membership in the club. Reh- 
matullah Khan, a consultant to the United 
Nations and professor of international law 
at Jawaharlal Nehru’ University, New 
Delhi, argues that by signing the treaty 
and thus becoming a member of the club, 
India will gain international stature 
through assertion of its scientific prowess, 
but by doing so, it^will be barred from 
making any territorial claim on Antarc- 
tica. Hence one reasonable course might 
be to stay put, assert the same principle of 
non-exclusivism which is the basis for 
India and China staying out of the nuclear 
non-proliferation treaty, challenge ter- 
ritorial claims already made in the region 


“and strive to exteüd" tó Antarctica the 


jurisdiction of the Seabed Authority 


| |; created under the UN Taw-of-the-sea con- 
{vention signed by 119 states in Jamaica 


last year (REVIEW, Jan. 6). 
«. Third World concern that the Antarctic 
lub may use the 1959 treaty as an um- 


mercial arrange- 





1 -Бееп heightened over-the past couple of 










larger than that of China and India com-’ 
bined, seem to have been spurted by the: 
treaty. China and Brazil are due to send; 
their first teams to the region this year and... 
several Latin American countries are pre- 
paring similar missions. The treaty has be- | 
come the focus of many nations! attention: | 
Article 9 of the treaty has created acon--} 
sultative committee — or, in the view of 


whose membership is restrictéd to’states’ 
demonstrating interest in the region- 
through "substantial scientific research. 
activity there such as the establishment of 
a scientific station or a despatch of a scieri- 
tific expedition." The membership is now 
confined to only 14 states, including Po- 
land and West Germany, whith were re 
cently admitted. The other 12 are Argen 
tina, Australia, Belgium, Britain, Chile, 










REVIEWCHART by Frank Tant: |. А ; 
,ments has been established in Hobart, 
""Tasmania. 






^R years by discussions "within the treaty 
framework on the reldted issues of ex- 
J:ploitation and conservation of mineral 
and living resources. Two ‘years ago 
| negotiations led to agreement on protec- 


tion of living resources in Antarctica and a 
commission to oversee these arrange- 


Talks on Antarctic mineral resources 


stook place in Wellington in June 1982, and 


New Zealand announced last month that 


| Antarctic Treaty nations would meet 
‘again in Wellington next month to try to 


work out regulations controlling explora- 
tion and possible mining of the frozen con- 
tinent's energy resources. The question of 
sovereignty obviously has a bearing when 


territorial resources are discussed. 


. In recent years, international interest 
has focused on the belief that Antarctica 
conceals huge reserves of oil, natural gas, 


‘coal, iron ore, uranium and even gold, 


diamonds and platinum. The geologists 
who think Antarctica may have been part 
of а super-continent in the southern 


hemisphere believe that it holds mineral 


deposits similar to those found in Austra- 
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mineral wealth would. 
be very difficult. and 
costly to extract. c 


prospect of-a: 


of krill, a shrimg 
crustacean 
abounds in An 
waters. Many Шап in / га: а common heritage of mankind. 
eries experts consi 7 
that krillis the wi 
of natural protein 
so faris about 200, 



















latter- day Eldora o, 
petroleum ; 













Of more im vedi 
interest i i 
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resources todo so; and it is not happy with 
à.proposal to make Antarctica a con- 
dominium of the member states of the An- 
tarctica. Treaty's.consultative committee. 

Hence India's preference is for the world 
to declare the continent a “соттоп heri- 












It is too early to exactly the | 











self máyr main largely im 
cades, offshore drilling: for ‘oil, gus an 
minerals is considered feasible. 
Irrespective of its preference. regard 
' the distribution of Antarctic увай, 
Delhi is not taking any chances on Isi 
stake in the region. India points Gu 
unlike some countries claiming terr 
the area India is separaféd from А 
tica by only a single sheet of water wi 
any intervening land mass. It also clai 
rights in the region because Ап 
could be the key to weather of the Sul 
tinent. Monsoon rains at least ares; 
be affected directly by what. happ 
Antarctica. By sending expeditións 
. area, establishing a station ia 
toman it all year around, 
ing qualifications:for m 
Antarctic club. But even 


































tage of mankind" with its benefits accru- | stay out of the club, its voice 
course of In T action Y with те- | ing fo.all of humanity — of which India | in 1991 when the Antarctica T a 
gard to An is | constitutes 20% and would claim a pro- | forreview. 
not in doubt; In portionate share of the benefits. No official Indian claim has be ‘ 
ritorial clai tralia, Argentina, It is not yet known if any of the member |. yet to. Antarctica’s natural resources, 












Zealand and | statés plans to raise the Antarctic issue at.| the pro-Congress daily newspaper, 






and Chile, which have claimed slices of 
A tarctica, almost all other non-aligned 
countries share. India's preference. The | 
Arab states are s ongly i in favour of ex- 











¡proposal to leave 
marine resources 
whoever has the 






B B B The “Symposium on Oil and Gas Investing 
| and Financing" will concentrate оп both ће 
i business and technical aspects of energy in- 
SYDNEY ` vesting. The Keplinger staff along with other 
February 14 & 15, 1983 foremost energy experts will outline the legal, 


accounting and financial aspects of an oil and 
gas investment during our uncertain economy. 
Petroleum engineenng and exploration tech- 
niques will also be presented in a non-technical 
manner. Current investment opportunities 
available with public companies and drilling 
funds are among the topics that will be high- 
lighted during each of the seminars. 

.. For more information, send for our 
brochure. 


KEPLINGER AND ASSOCIATES (INTERNATIONAL), INC. 
v 17-05 Goldhill Square, Podium Block 


= ss _ Singapore 1130 
* Tek: 65-256-3252 Telex: KEPINT RS 38908 
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YOURE INVITED TO PARTICIPAT. E IN THE KEPLINGER COMPANIES . 
SYMPOSIUM ON OIL & GAS INVESTING & FINANCING | 
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| the non-aligned summit in New Delhi in | National Herald said on February 20, 1 
March. With the exception of Argentina |. that “naturally India does not want t 
deprived of her share in these hidden n 
eral deposits [in Antarctica] and 
shown urgency in sending an expeditio 
Antarctica." 
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February 17, 1953." 


































By Peter Hastings | 
Port Moresby: Until recently Pap 





mbination of exploitable resources, 


generous Australian aid. From 1977 
980 commodity prices boomed, inflation 
held steady, investment money poured in 


decline in world prices for copper and ag- 
nicultural products resulted. in not only a 
sharply contracting economy but rising 
cial problems... I : 
Unemployment. and the ensuing: spin- 
off in terms of social dislocation and urban 
nd rural violence are now becoming a 
jor worry for Papua New Guinea politi- 
5. In a primarily extended-family so- 
ety in which 85% of the people are sub- 


y, actually go hungry — unemployment 
difficult to assess. Nevertheless there 
ay be ase тапу as. 200,000 who hover 











d  underemployed, such as the 
jousands of highland laboürers and 


hers who have flooded coastal towns | 


id New Britain over the p. 
‘ith copra plantations closing d 


d rich outer islands like Bougainvi 





homes and remain a source of contention 


Guinea's... mushrooming. urban- centres 
1ave contributed largely to the country's 
increasing crime rate. And the growing 
Iwlessness is making Papua New Guinea 
ess attractive place. 

Australian defence personnel are no 
прег as keen as they were to take wives 
and children on postings. And mis- 
sionaries complain that colleagues are not 
eager to serve in the country — espe- 
ially in its towns-— as they once were. : 

- There are two kinds of lawlessness; 
highlands tribal fighting, and urban crimi- 
nàl activity. Tribal fighting is by far the 
most destructive but. is 
phenomenon rather than one of haves 
confronting have-nots. Most of the high- 
ands remained untouched by modernisa- 
tion until the 1930s and most was not 
pacified until the 1950s. i 
With the passing of thé colonial order 
ind. the inevitable disappearance of. Pax 
Australia, the highlanders have increas- 
ingly resorted to. warfare to resolve, in 
traditional fashion, traditional conflicts 
over land, pigs and women — generally in 










erated by the rival leadership claims ofa 
- younger, better-educated generation and 


34 





Political leaders аге worried about increasing ruri dad 
urban violence stemming from growing unemploymen 













ud New 
Guinea wag ойе Third World country 
doing better than most through:a happy. 


nsible economic . management. and 
7 to 








and employment rose..After 1980, rapidly 
escalating oil prices, an unexpected steep 




















stence. farmers — and in which few, if 


somewhere between being unemployed | 


е been stranded far from families and | 


d resentment. | "E 
Unemployed migrant labourers, теп |. 
thout land and women, in Papua New - 


а cultural | 


hat order of importance — or those gen- 





those of the traditional, old-order big. 


morale and poor organisation, seem. un- 


operation in Western Highlands province 


a cost of A$400,000 (U5$392,157). In the 
province of perhaps 300,000 people, there 
were in the past six months 567 serious tri- 
bal fights in which 220 people died. .. 





violence, is commonplace. Few people 
travel at night. Tour. buses have been 
threatened and police. say | traditional 
weapons are .being replaced with shot- 
uns. . {уу ; 

But itis urban crime, especially the cun- 
ning and persistent. pattern of. breaking 



















Tribal warrior: the trouble comes to town. 


and entering, which worries politicians and | 

social workers alike. Today any house; 
especially one containing a video-cassette 
unit, is fair game. The: burglaries: have 
turned Port Moresby into a city of barbed- 
wire security fences, dogs and sirens. 
Burglars, known as raskols (rascals), are 
‘not always the migrant unemployed who 
live in the capital's. growing, dispiriting 
shanty towns. Some are fully employed 
and steal fo augment their incomes or to 
méet the demands of their wantoks == 
| or clans. 


Е Minister. .Phil Bouraga, а 
former police commissioner, points ош. 
that one problem is the wantok system it- 
self. People are reluctant to inform on cri- 
minals who.belong to the same clan and. 
linguistic group. Often police fail to act for 
the same reason. This in turn is exacet-. 








| tion. of 3.2 million. Half of Papua New 


men. The fighting is highly destructive and - 
expensive, and police! suffering from low | 


able or unwilling (осоре. A recent police- 


aimed àt curbing fighting there involved 
300 police, a helicopter. and 28 vehicles at. : 


Highway robbery, sometimes involving | 






































bated. by the rapid growth, of urban 
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3%. 

outlook. is bleak. This year 

xpected- to join: the un- 
‘employed — a large number in a popula- 





Guinea’s children do not attend primary 
school: Over the next eight’ years, only 
20,000 of the country’s estimated 250,000 
Grade 10 school-leavers can expect to find 
jobs for which they have been. trained. 
The remaining 230,000 will tend to swell 
urban populations. The picture may well be 
worse at the end of the century, when the 
“country is expected to have a population 
of more than 6 million, v 
Still, by Third World standards Papua 
New Guinea's future has promise; pro- 
vided it can weather the current economic 
storm. Prime Minister Michael Somare 
announced recently that the country was 
abandoning its expensive, closely regu- 
lated development plan. Papua New 
Guinea will still remain heavily dependent 
on Australian aid to keep its economy 
vafloat. But Australia — now faced. with 
700,000 unemployed — is feeling the 
economic pinch itself more than at any 
time since the 1930s. 

.. Australian aid, purely budgetary with 

























п no strings attached, accounts for more 


than 26% of total Papua New Guinea.te- ` 
‘ceipts. Under an agreed formula, aid is 
being reduced annually in real terms over 
a five-year period, by 5% a year from its 
present level of A$241 million to A$196 


| million in1985-86; afterallowing for an in- 


flation factor. mos 

+ This year's budget assumptions are first 
hat gold and copper earnings will im- 
prove, but that agricultural exports will 
earn a lot less in the 1980s and, secondly, 


|. that extra Australian aid will arrive. 


The second assumption is highly ques- 
tionable. Papua New Guinea will need to 


| make a.very strong case for extra aid and 


will. һауе, to implement recently an- 
nounced economy measures before more 


| aid is extended, The economy measures 


include sharply increased taxes on beer, 
cigarettes, wine; various licences, betting 
and a variety of imports. The government 
has also decided.to sack 3,000 public ser- 
vants, a tenth of the bureaucracy. 

> Government budget strategy is to em- 
phasise the need for a back-to-the-farm 
programme through. soft loans, develop- 
ment projects and education, but it.needs 
money, which can only. mean Australian 
aid. The country's financial strategists 


.'Want to freeze Australian aid at present 


levels for the next three years and then re- 


, duce it by only 2% annually in real terms. 
‚ Australia is most unlikely to agree. While 


the difference in the first year between the 
present level and the agreed 5% reduction 
is only A$12 million, this snowballs to 
A$110 million over-five. years. What it 
may agree to when the foreign ministers of 
both countries meet.án February in Can- 


¿berra is to make up the A$12 million for 


he first year. After that it might agree to. 


- examine requests. for aid in successive 
years. ; 
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DOWN TO EARIH 


TO KNOW YOUR BANK, KNOW YOUR MAN ! DOWN TO 
EARTH, DOWN TO BUSINESS ! WE'VE BEEN KNOWN FOR 
CENTURIES ! CONSISTENT, SOBER, KNOWLEDGEABLE ! 
VERY DUTCH ! PATIENTLY BUILDING А NETWORK ! OVER 
200 FOREIGN BRANCHES, 42 COUNTRIES, 5 CONTINENTS ! 
AT HOME IN ALL FINANCIAL CENTERS ! ADAPTABLE ! 
MOVING IN TO STAY ! THE DUTCH BANKER ! OUR TOTAL 
ASSETS ARE NOW OVER $ 45,000,000,000 1 AND GROWING 1 
MEET US IN YOUR OWN LANGUAGE ! WHEREVER YOU ARE ! 
ABNBank THE DUTCH BANKER 


Head Office: Algemene Bank Nederland, 32 Vijzelstraat, P.O. Box 669, 1000 EG Amsterdam, tel. (020) 299111, telex 11417 
Regional Manager North East Asia: Hong Kong, tel. 5-236001, telex 73453. Branches in: Hong Kong, Kowloon, Seoul, Tokyo, 
Kobe, Osaka, Fukuoka, Taipei. Regional Manager South East Asia: Singapore, tel. 91 55 ll, telex 24396. 
Branches in: Singapore, Colombo, Kuala Lumpur, Penang, Jakarta. 






rovs ADVANCED ENGINEERING 
GETS OFF TO A GREAT START... 
AND A ONE-TWO FINISH! 








в n 
FACT: Each year, there are only a handful of events that count _ 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers" World Championship. This year's Motogard 
Rally in New Zealand was one. Thus it attracted and tested not ony 
the world's best rally drivers and navigators, but also the best - : 
designs and engineering of the world's leading car makers. 





2 
FACT = Toyota entered two new Celicas in the rugged _ 
Motogard Rally. After more than 2,220 km of fierce competition. — 
Through day and night. Over paved highways, gravel roads, and icy — 
forest paths... Only 31 out of a starting field of 64 cars were П — 
running at the finish. Toyota's two Celicas were first and second! = 


: # 
FACT: Not every entry in the Motogard stood a chance for 
overall victory, but of those that did, virtually all were “works” | 
prepared and entered like Toyota's specially modified Celicas. But 
unlike any of the others, Toyota's new Celicas were making their 
official debut in World Championship Rally competition. 





w : 
FACT * You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
long lasting performance are why Corolla is the world's best selling 
car. For winning performance you can count on, start by checking out. 
all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 
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Giant Panda 
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in China 
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depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the prob 
Panda. 


é urgent need to solve these 
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'ship between WWE and the 
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Saigon by Antho Grey. Weidenfeld & 
Nicholson, London. £8.95 (US$14.50). 






> that this book 


THE publishers promi 
ames Clavell’s 


will. do for Vietn 










namese tragedy 0 
experiences | of 





k оп page 798. One. 


States senator 





whom he manages t 
last chopper to take off from the roof of 
the US embassy in Saigon as the North 
Vietnamese hammer thei way: through to 
“final victory in 1975 

Grey speeds the ‘action along with the 
very helpful device of using factual his- 
tories of events within the unfolding time 
period, interspersed before the eight 
major sections of the book. He uses coin- 
'cidences as easily as, 
































in newspapers durin; 
except (curiously 
when, in the middle of 
street-corner. pr 
chief of police 
Officer as casually: as 
ting a fly. 
Would some miethbérs of all families 


an impromptu 


a captured Vietcong 
igh he were swat- 


have been at the greatsiege of Dien Bien. 


Phu in 1953 when France lost the flower of 
her army? Or in Saigon and Hue during 
the great Vietcong attacks during Tet 
(new year); at a disastrous My Lai-type 
massacre of civilians by US troops; on the 
spot when the first Buddhist bonze bar- 
becued himself in-petrol (to use the words 
of Vietnam's First Eady Madame Nhu) in 
protest against ‘thé: government; ог in 
Hanoi during the US saturation bombing? 
And would the late president Ho Chi 
Minh have had.a downed US pilot brought 

. to him for a bottle'óf beer and a chat be- 

“cause he knew his father when Ho and he 

"iwere holed up in the hills outside Japan- 
.esé-held Hanoi in 1945? Maybe: after all 
Ho did later adopt as his son a captured 
German of the Frénch Foreign Legion. 
Anyway, these devices are legitimate in 
this genre of novel. : 

Try as he did, Grey never made it to 
Vietnam, so there are inevitable errors. 
There is no way his BBC-TV crew could 
‘have filmed the street fighting around the 
Doc Lap presidential palace in Saigon 


«from the roof of the Caravelle Hotel be- 


i cause the view is blocked by houses, trees 
ind the cathedral. Old camp-followers 
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А Shogun for Vietnam 


briefing, the Saigon - 








will not recall finding sausages in the US 
C-ration packs nor, when the siege of 


Dien Bien Phu started, could the French 
base B25 bombers and fighters there: 
Chinese-directed artillery fire was far too 
deadly: . 

Grey has harsh words for the French 
and Americans — and the British, whose 
Gurkhas’ duty it was to restore the French 
colonial administration after World War 


П. The reason for that was increasing 


Soviet hostility to the West in Europe, 
which left the US badly in need of allies in- 
cluding the colonial powers, If Paris had 
not been supported in its claim to rule In- 
dochina again France might have gone 
Red. So, despite that country's brutal col- 
onial record, the argument seemed as rea- 
sonable then as today it is accepted that 


the Americans (who failed to win in Viet- 


nam) cannot be expected to adopt a policy 
of friendship and cooperation with the na- 
tion that pushed them out of Indochina — 
even. in the hope that it might shut the 
Soviets out. 

Despite four years of research, Grey's 
Vietnam comes out somewhat desiccated, 
and this must be, the only book on that 
country which makes no serious mention 


- of its food and all-pervading smell of nuoc 


‘mam sauce used with everything. Un- 
like his The Chinese Assassin where the 
smells and spices (and belches) of north- 
ern. Chinese: food сате powerfully 
through the streets of Peking — or in Jean 


-Larteguy’s writings on colonial Algeria 


"where the smell of sweat, kebab, pastis 


The life and death 
of a glittering city 


їп Search of Old Shanghai by Pan Ling. 
Joint Publishing Co., Hongkong. 
HK$25 (US$3.85). 


THIS readable and concise narrative is 
ideal for the visitor, combining as it does 
solid fact with an enthusiastic account of 
the glittering society and entertainment, 
vice, business tycoons, and adventurers 
who came from all over the world to make 
the fascinating combination called Shang- 
hai. Despite some over-writing and purple 
passages, the book narrates most of the 
things а bemused Western visitor would 
want to know about what is really the only 
modern.city in China — and a pre-1940 
city at that. 

There is little of the tedious moralising 
about whores and gangsters which makes 
official writing on Shanghai so dreary. 
Certainly it was a cruel and immoral city; 











[Hoa beer and a chat? 











and cheap scent seem impregnate 
pages — Saigon misses out on th 
buffaloes sloshing around in the rai 
bomb craters; and the Annamite girls 
(to quote Graham Greene's The 
American) “twitter and sing on your 
low so that it is like taking a bird to be 
and the ear-splitting roar of the Тарап 
motorcycles stinking up the flo 
kets with their exhaust fumes in the 
of the US war in Vietnam. : 
But no matter; Saigon is a very 
read, and if some old Vietnam-lovers: 
this reviewer cavil a little, no great 
age will be done to Grey's bank-balan 
— DONALD: 

























but humankind craves at least a je 
Gomorrahs, if only as a warning 
possible victims of vice. And vice wol 
not exist unless people found it fun: 
The. greatness of Shanghai was its 
availability to any new influence 
as it could be sold. Subseque th 
damp blanket of socialism was spre 
this once mind-blowing place, its cut 
about the outside world, its respoi 
ness to new trends and its unash 
-obeisance to the gods of pleasure 
made it unique. 
The: Chinese. Communist Party ne 
really got to grips with the problem 
Shanghai — which in the CulturaERev 
tion posed the danger of mutiny and ev 
overthrow of the Peking government, cu 
minating in the Gang of Four aff 
1976. | 
It would be reassuring to belie: 
that the leaders in Peking todav reali: 
how impractical it is to try to sociatise b 
tions of free enterprise in à mere de 
two. Otherwise Hongkong — w 
be the sea-urchin-of the 
than its pearl - ; 
hard aş Shanghai has: 




























décided to allow orti Бай 
the POPE To the Purpris 


th in the number of banks to be allowed. 
try. and in thé terms under. which they. 


e granted. licences. The n 
s of the new policy are; 
yo. government. will allo: 


equirement for amini- 


| juity of 50%. The Treasury. 
tment was solidly behind thé mini- 


uirement. 


ocal-equity 
he ch more liberal is a 


treasurer who achieved reforms 
ancial system. It. was Howard 
nounced the establishment in 
nuary 1979 of a committee — which be- 
me known as the Campbell Inquiry after 
hairman —.to inquire into Australia's 
inancial system. The findings of the com- 
hittee were released almost three. years 
ater, and among the sweeping reforms re- 
'ommended was the entry of foreign 
anks, with no local equity requirements, 
hough the committee recognised that the 
vernment might wish to. see a local- 
ity réquirement. 
It is now 15 months since the Campbell 
'eport was issued and in that time several 
jolicy changes have been made to in- 
rease the flexibility ofthe existing domes- 
ic banks and increase their competitive- 
ness, including the. removal of interest- 
rate ceilings ön- trading- and savings-bank 
Osits, removal of quantitative controls 
ank lending anda reduction from 30 
ays to 14 days of the minimum term of 






'he latter relaxation in particular has: 
li 


other non-bank fin: ; 
(particularly the mercha t ba 
because they fear the trà 
erode their deposit base. Th 
_ been pressing for further y 
* enable them to borrow overnight funds 


anks have 





— banks. If this is granted it will make life 
40 








| for many years with. 
„but they have relat 















laxations to“ 


- and compete head on with the merchant 








yery difficult for tot merchant banks 


Which have concentrated on lending and | 


money-market activities and not sought 
fee-based business: © 

A large number of international banks 
have let it be known for some time that if 
Australia were to open its doors to foreign 
banks, they would be interested in li- 
cences. Some had given submissions to 
this effect топе Campbell Inquiry; Those 
known to be interested include Bank of 
Tokyo, .Mitsui, Sumitomo, Industrial 
Bank of Japan and Mitsubishi: from Japan; 
Barclays, National Westminster, Mid- 
land, Lloyds” and ‘Standard ‘Chartered 


| from Britain: Bank of America, Citibank, 


Chase Manhattan Bankers Trust - and 
Morgan Guaranty from the United States; 
Deutschebank from West Germany, ; 
the Hongkong and Shanghai 
Corp. Many others no doubt will seek a li- 
сепсе now that the. Australian: Govern- 
ment has shown its hand. Bs 
Australia already has limited foreign- 






bank entry. Banque Nationale d ris 


(BNP) and the Bank of New Zealand 
(BNZ) have both ope. ated in the count 






account for a small p tag 
ket. Bank. of Tokyo's pr 


: Yokohama Specie Bank, operated in Aus- 


tralia until Japan entered World War II 
and the Bank of China also operated in 


Australia but let its licence lapse when : 


Australia recognised Taiwan. 


"he Australian бегде has decid: 
ed on a number of broad conditions 
which. will apply to foreign. banks: 

» The banks will be expected to ope- 
rate through subsidiaries and not 
branches. 

» Policy regarding Australian equity 
participation will be basically the same as 
that applying to non-bank financial inter- 
mediaries, which will allow scope for entry 
on the basis of less than 50%. Australian 


‘equity where net economic benefits can be 


demonstrated. 
э» New foreign banks will be required to 


meet basically.the same prudential stand- 


ards as those applying to new domestic 


"banks. 


> Allapplicants will be required to pro- 
vide a wide range of banking services апа 


a reasonable branch network. 


. "These conditions represent a doy for. 
Howard, a partial victory for the 


‘Campbeil Committee. — which favoured 
100% foreign ownership and no set 


number of foreign entrants, but a carefully 


| managed rate of entry. — and a defeat for 











the Treasury, which was not enamoured 
of foreign-bank entry but had: been re- 
signed to its inevitability. However, it was 
keen to see a strict 50% local-equity re- 
quirement to limit the size and capability 
of foreign entrants and prevent the possi- 
bility of the local capital market being 
swamped. Moreover, because the number 
of Australian companies able and willing 
to contribute the necessary capital is li- 


mited, a local-equity requirement would 


result in the märket itself imposing care- 
fully managed entry, 

. Howard has also overcome some op- 
position within the ranks of the ruling Lib- 
eral-National Party coalition from col- 
leagues concerned that foreign-bank entry 
might be an electoral minus in an election 
year, and that the Labor Party opposition 


might be able to exploit it in emotional 


terms. Howard is going to have an im- 
portant influence in determining which 
foreign banks obtain licences. Potential 
applicants will have to lodge submissions 
outlining their longer-term objectives i ina 
detailed plan of intended activities over an 
initial period of, say, five years, together 
with an assessment in detail of how their 


| participation will benefit Australia. Those 
| submissions must be lodged with Howard 


rather than the: Treasury, the Foreign In- 
vestment Review Board. (FIRB), the Re- 
serve Bank or the Prime Minister's De- 
partment. 

That Howard has been calling the shots 
in this area was demonstrated last De- 
cember, when the government quietly al- 
tered its policy governing requirements 
for non-bank financial intermediaries. 
Where à foreign holding. in a merchant 
bank was for sale it had to be first offered 
to Australians. Last month, however, ap- 
proval was given for N. M. Rothschild to 
lift its stake in a local merchant bank, In- 
ternational Pacific Corp., to 60% by buy- 
ing 20% from another foreign holder, 
Harris. Trust of; Chicago. Howard 
explained that where the. proposal in- 
volves a rearrangement of shares between 
existing foreign shareholders and there is 
no decrease in the level of Australian 
equity, the holding.need not:be first of- 
fered to Australians. Whathe did not pub- 
licly explain is that the decision to alter the 
administration. of policy. was his own ini- 
tiative and not taken: on the advice of the 
FIRB. 

Howard's suggestion: that policy regard- 


ing Australian: equity participation would 


be. basically the same.as that applying to 
non-bank. financial: intermediaries gives 
him and the government maximum flexi- 


bility. The FIRB has. for some time ad- 








ministered policy to require at least 5096 
local equity for any new merchant bank. 
But this is simply because the market is al- 
ready demonstrably adequately serviced 
in terms of the number of merchant banks 
and the range of services they provide and 
it is virtually impossible for new candi- 
dates to demonstrate net economic bene- 
fits from their arrival. 

That is not necessarily the case with the 
trading banks, where the ranks are much 
smaller. They have actually decreased in 
number but grown in size over the past 
two years as existing domestic banks have 
merged in anticipation of increased com- 
petition from new foreign entrants. The 
Bank of New South Wales swallowed up 
the Commercial Bank of Australia to be- 
come Westpac and the National Bank of 
Australasia merged with the Commercial 
Banking Co. of Sydney to become Na- 
tional Commercial Bank. 

In choosing the successful applicant, the 
government will have regard to a number 
of factors. They include the level and qual- 
ity of Australian equity proposed, the 
standing and substance of the foreign 
bank principals, the range and depth of 
services offered (including the branch 
network), the intended nature and scale of 
operations proposed by each bank in its 
application for a licence, geographical 
spread and whether there is full reciproc- 
ity of bank entry in the applicant's coun- 


try. 


he question of reciprocity could prove 

important. The Australian trading 
banks have become increasingly interna- 
tional in their outlook in recent years. They 
have expanded their banking operations 
abroad, particularly in the US, where they 
have been allowed to establish branches. 
The Australian banks have become in- 
creasingly concerned that the lack of re- 
ciprocity for US banks to operate in Aus- 
tralia may rebound on their US activities. 

Additionally, the Australian banks are 
interested in expanding into other coun- 
tries where they are at present restricted, 
notably Japan. The Japanese banks in 
turn are among the most eager to obtain 
Australian licences and it may be that the 
Japanese Government will need to make 
some concessions in this area. 

The Australian Government is ex- 
pected to make а further statement soon 
to set a deadline for submissions to be re- 
ceived and give indications as to how they 
will be processed. Howard's statement on 
foreign bank entry ignored a number of 
aspects, and it appears that some policy is- 
sues are still to be decided. These will in- 
clude the question of prudential guide- 
lines and whether foreign banks can ex- 
pect some prudential support from the 
Reserve Bank, Australia's central bank. It 
may be that, as in a number of other coun- 
tries, an undertaking on depositor protec- 
tion will be required from the parent 
bank. It is also likely that one of the as- 
pects which will be considered is the de- 
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gree of trade with the applicants’ coun- 
tries. 

The position of the existing two foreign 
banks, BNP and BNZ, also needs to be 
considered. Bankers expect that they will 
be allowed to retain their status quo, in- 
cluding retention of branch status, but this 
is not clear at present. It may be that the 
government will require them to make a 
submission and to consider the introduc- 
tion of local equity. The government is 
concerned that foreign banks should be 
subsidiaries rather than branches, because 
it fears that a branch could be operated on 
an unprofitable basis, subsidised by other 
Overseas activities, and thus have an un- 
fair competitive advantage. 

Howard stressed that foreign banks 
should not have an unfair competitive ad- 
vantage against existing domestic banks. 
He also said that the conditions applying 
to the entry of new domestic banks will be 
no more stringent than those applying to 
foreign banks. There is, however, unlikely 


Howard: a personal triumph. 


to be any stampede to establish new 
domestic banks. Only one domestic bank 
has been established since the Banking 
Act was introduced in 1981. Known as the 
Australian Bank, the newcomer was 
granted a licence in February 1981 and has 
an issued capital of only A$30 million 
(US$29.6 million). 

The realities of the marketplace may 
dictate that if 10 or more foreign banks are 
allowed to obtain a licence there will be 
some with a local equity of less than 50%, 
perhaps even no local equity. It is unlikely 
that major foreign contenders will be in- 
terested in setting up shop unless they can 
aim for a deposit capacity of A$1-2 billion. 
That would require, given a gearing ratio 
of 20:1, а capital of A$50-100 million. 
There are few local contenders which 
would be able, let alone willing, to put up 
A$25-50 million for an investment in a 
bank licence, particularly in the current 
depressed economic conditions. The list 
of potential domestic partners, as aspiring 





new merchant-bank applicants have dis- _ 
covered, is small. 

The major life-assurance offices, such 
as the Australian Mutual Provident Socie- 
ty (AMP) and National Mutual Lige,Havé — 
ample capacity to take 50% ofa bank. But — 
there isysome doubt whether institutions — 
such as life offices, credit unions, building —. 
societies and so on should be allewed to _ 
participate in a bank licence. The AMPis 
interested in banking, but its preference — 
would be to build up a sizable equity stake — 
in one of the existing domestic trading _ 
banks, such as Westpac. 


he AMP already holds about 10% of 
E Westpac, which has a market capitali- — 
sation of more than A$1 billion, making it — 
Australia's sixth-largest public company. 
The AMP, easily Australia's largest in- 
stitution, would like to build its holding to 
30-40% of Westpac, creating a dominant 
financial intermediary which many be- 
lieve should not be allowed. If the AMP 
were not permitted this link-up, it would. 
be interested in joining with a foreign 
bank. 

Making his announcement, Howard _ 
said the government would, if necessary, 
amend the existing Bank (Shareholdings) - 
Act. It is difficult to see how it could do 
otherwise as this act prohibits one party 
holding more than 10% of the capital ofa > 
bank. When Australian Bank was formed 
it had to find a minimum of 10 share- 
holders. It ended up with 14 but ence the 
legislation is amended it is likely that there 
will be a reduction. 

The fact that the government chose to 
mention a wide range of banking services 
rather than a full range appears to leave 
the way open for the introduction of some 
specialist banks, such as wholesale, rural, 
commercial, and so on. It also improved - 
the chances of some of the existing long- 
established merchant banks, such as Hill 
Samuel Australia, Schroder Darling, 
AUC (which has Morgan Guaranty as a 
shareholder) and BT Australia (Bankers 
Trust) to obtain a licence. 

Just what the government means bya | 
reasonable network remains to be seen. | 
Australia is already endowed with one of — 
the most extensive branch networksofany | 
country — arguablyitisover-branched. 

Of the contenders, it is thought likely — 
that Barclays, Bank of Tokyo (provided 
the matter of reciprocity can be cleared 
up), Bank of America or Citibank and 
possibly both, will be almost automati- 
cally granted licences. Citibank is ideally 
placed, with a ready bank in the wholly 
owned finance company, Citicorp-Austra- 
lia, which has a network of 50 branches. 

When the foreign banks do arrive — 
and this will take time — further relaxa- 
tions may occur, which could force some 
of the existing non-bank financial inter- 
mediaries to call it a day. But Howard 
claimed that foreign banks will net be al- 
lowed to have an unfair competitive ad- 
vantage over existing domestic banks. рй 
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Undeterred by the world 





Bucking the tide | 


rochemicals slump, Thailand pushes 


on with ambitious plans for a huge complex on the east coast 


By Paisal Sricharatchanya 

Bangkok: Amica deepening slump in the 
world petrochenficals market which has 
been stifling oil-based producers in coun- 
tries such as Taiwan, South Korea and 
Japan, Thailand is pushing ahead with an 
ambitious Baht 20 billion (US$869.5 mil- 
lion) petrochemicals complex targeted for 
commissioning in 1987. The project will 
be based on relatively cheap local gas- 
based feedstocks and production will be 
targeted for domestic consumption, 50 
authorities are confident it will be viable. 

In line with a 1982 feasibility study by 
the International Finance Corp., a World 
Bank affiliate, the proposed scheme calls 
for the complex to be broken into two 
main parts: upstream units comprising an 
olefins plant capable of producing 300,000 
and 73,000 tonnes.a year of ethylene and 
propylene respectively, plus a central 
utilities plant to ensure maximum effi- 
ciency for the overall complex; and sepa- 
rate downstream plants capable of pro- 
ducing polypropylene (70,000 tonnes a 
year), high-density polyethylene, or 
HDPE (110,000 tonnes), low-density 
polyethylene, or LDPE (100,000 tonnes), 
vinyl-chloride monomer, or VCM (80,000 
tonnes) and ethylene glycol (50,000 ton- 
nes). 

According to Thongchat Hongladarom, 
governor of the Petroleum Authority of 
Thailand (PTT), the state-run national oil 
company, the upstream units will involve 
roughly US$400 million in investment 
with another approximately US$470 mil- 
lion for all the downstream plants. While 
the downstream projects will be de- 
veloped entirely by the private sector, the 
government, through the PTT, will 
spearhead development of the olefins 
plant and utilities centre in a proposed set- 
up which will eventually see the PTT hold- 


ing roughly equal equity participation. 


with the private sector. 

Government participation in the up- 
stream sector is considered vital to get the 
entire project off the ground. But in order 
to skirt legal complications and red tape 
which characterise state-run corporations 
in Thailand, a pilot company to develop 
the olefins plant and utilities centre — to 
be established tentatively by June — will 
function like a private company, with the 
PTT and downstream investors holding an 
equal 49% of its capital. The remaining 
2% will go to the Crown Property Bureau, 
an independent agency which manages 
the king's property. This is clearly de- 
signed to give the government side a mar- 
ginal majority in decision-making. 

The government is pushing the project 
forward in an apparently well-organised 
and businesslike manner unmatched in 
Thai bureaucratic history. In a profession- 
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ally produced prospectus released on 
January 7, which was djstributed to poten- 
tial local and foreign downstream inves- 
tors айа Bangkok embassies, all pertinent 
details were clearly spelled out. Prime 
Minister Prem Tinsulanond, in his capa- 
city as chairman of the Eastern Seaboard 
Development Committee, of which the 
proposed petrochemicals complex is a key 
prope; summed up the positive factors in 

is introductory message as including indi- 
genous feedstock, a large domestic mar- 
ket, economic stability, a skilful and in- 


Prem: positive summing-up. 


dustrious workforce, investment privi- 
leges and other incentives. 

Under the proposed implementation 
schedule, all prospective sponsors of the 
downstream projects are to submit their 
proposals by March, and evaluation will 
take place over the following two months. 
By June, downstream investors will be 
selected and the pilot company estab- 
lished with an initial US$3 million capital. 
This company will ultimately evolve as 
owner of the olefins plant and utilities 
centre and its equity will be raised to about 
US$100 million (an equity-to-investment 
ratio of roughly 1:4). Negotiations on con- 
tractual arrangements will take place up to 
July 1984 and construction will start the 
following month. The complex is targeted 
to start production by October 1987. 

The proposed complex is designed to 
supply Thailand's domestic requirements 
by 1990. By that time, projected demand 
for petrochemicals in Thailand will equal 
the full capacity of all five downstream 
plants. (Thailand currently has a 50,000- 
tonnes-a-year polyvinyl chloride [PVC] 





30,000- 
| jected 1 















demand of 77,000 tonnes. 

The market forecast is based on an 
econometric model which takes into ac- 
count growth in gross domestic product 
(projected at an average 6.6% for the rest 
of the 1980s), international price fluctua- 
tions and substitutions of the various pro- 
ducts. The forecast shows that the average 
annual growth rate of demand for these 
petrochemicals products, varying from 
2.3% for polypropylene tó 11% for 
HDPE, is about 7,7%. Official figures 
show Thailand imported 39,500 tonnes of 
LDPE, 42,000 tonnes of HDPE, 57,200 
tonnes of polypropylene, 45,800 tonnes of 
VCM and 25,200 tonnes of ethylene glycol 
in 1981. 

It remains to be seen whether the plan- 
ned implementation timetable can be 
kept. Plans have béen finalised for the 
construction of the country's first gas-sep- 
aration plant (REVIEW, Oct. 29, '82) at 
Ban Mab Ta Pud on the eastern coast 
where gas is piped onshore and the cluster 
of gas-based heavy industries will be lo- 
cated, Now scheduled for completion in 
early 1985 with capacity to process 350 
million cu. ft of gas a day, the plant will 
supply ethane and propane as feedstocks 
for the petrochemicals complex. 


n official subcommittee on the petro- 

chemicals industry, headed by Deputy 
Industry Minister Chirayu Issarangkoon, 
has also conducted several rounds of 
negotiations with interested potential 
downstream investors — including the 
Siam Cement group, the Sri Krung group 
of chemicals and fertiliser companies, a 
number of foreign petrochemicals con- 
cerns, the present PVC production com- 
pany and another local company which 
will begin LDPE production later this year 
using imported ethylene from a 73,000- 
tonnes-a-year plant not far from the pro- 
posed petrochemical-complex site. 

With a combination of special privileges 
from the Board of Investment, prices of 
feedstocks which will be lower than world- 
market levels plus a government policy to 
protect local industry against foreign 
"dumping," the authorities are confident 
that the project can be made to work and 
that prices of petrochemical end-products 
will be internationally competitive. 
Chirayu and Thongchat, chairman and 
secretary respectively of'the petrochemi- 
cals industry subcommittee, have given 
public assurances that the prices of ethane 
and ethylene/propylene will be somewhat 
lower than the world benchmark. 

The government clearly intends to bank 
on cheap feedstocks as the project's 
underlying strength rather than introduc- 
ing massive protection from the outset — 
unless dumping is proved. 

Several import-substitution industries 
which were set up iri the 1960s under high 
tariffs and other forms of protection have 
become inefficient and are now going 
through a government-orchestrated re- 
structuring programme (REVIEW, June 4, 
'82). There is no indication that the cur- 
rent import duties on petrochemicals pro- 
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pi products 
ill be sold at prices close to those fori im- 
fs. : 
spite the government's optimism, 
re are doubts about the project within . 
private sector. In view of the pro- 
cted' gas-supply shortfall from American : 
oncessionaire Union Oil's Erawan field, 
re are questiens about whether there 
ill be sufficient" supply to feed the gas- 
paration plant once it starts operation in 
985. Against the 250 million cu. ft daily 
pply contracted under Union Oil's first 
ontract, actual production is now only 
0-120 million cu. ft, down from а high of 
out 150 million cu. ft halfway through 





















oth Chirayu and Thongchat have tried 
iet such concern. During a press con- 
nce on January 7, when, potential 
vnstream investors were: officially in- 
med of the government's... package 
; they admitted there may беа consi- 
le gas shortfall during the gas plant's 
t year of operation but asserted that. 
ply ill be more than adequate by 1987, 

er Union Oil's second gas-sales con- 
t, which covers five additional fields in 
Gulf of Thailand (against only one 





















































ities’ жане; ехресїе 
su m. of about AD mill 


ofnew v findings by an Asian Deve. 
Вапк-сопігасіед British Petro- 
y unit which put proven re- 
inion’ 5 five: new “fields. at 2.58 


d by: some observers as optimis e. 
he government is also expected to re- 
€ talks shortly with Texas Pacific, : 
other American petroleum сопсеѕ- 
aire which has reported about 1.8 tril- 
lion cu. ft of proven gas reserves in its B 

tructure alone, for a gas-purchase agree-. ` 
ment. 

Some industry sources are concerned 
Out whether present policies will be al- 
red by a new government after the gen- 
eral. election, now set for mid-June. 
Again, petroleum officials sought to play. 

)wn such worries. Gr 
































8: 
which is likely to be finonced by borrow- 

from multilateral: fin 

8, whichever góvernm inpowe 

automatically committed to ensure the 
tire project's survival, théy said. 
Thongchat said the petrochemi 
mplex will be treated as the top-p 
project in the sixth five-year plan, startin 
in 1987, just as the gas-separation plant is 
ccorded priority in the current plan. 
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| cuit has more elements than the.most comi- : 


Rz f evelpa based on the MS i 





mous $ilicon:chip, have’ provoked much 
discussion about their effects on industrial 
productivity, patterns of employment and 
international trade. In, developed coun- 
tries where nearly all. microelectronics» 
based innovations haye taken place, “the 
electronics complex ..... will be the main. 
pole around which the productive struc- 
tures [of the national economy] will be 
reorganised,” according to a report from 
the Organisation for Economic Coopera- 
tion and Development. 

While most of the technological deve- 
lopments underpinning the microelectro- 
nics revolution are less than a decade old, 
they have already introduced an array of 

















entirely new. products (especially recrea- | 
| tional products), transformed the charac- 


teristics of ‘existing goods and. services 
(watches, cash registers, electronic. tel 







and. labour req 








buted: intelligence). "The key. to “these 


developments i is the ability to cor lense an 








nents into integrated circuits imprinted г 
chips of silicon. Today, one integrated c 


plex electronic equipment producedin the 
1960s. Such increases in circuit-element: 
density translate, in economic terms, into - 
corresponding decreases in the cost per 
unit of performance, permitting drastic re- 
ductions in both the size and cost of elec- . 
tronic equipment. 

Flexibility and reduced cost of chip 





technology has led to the increasing use of 
computer intelligence in industry. Місго |: 
| computers are now used to control various. 

-stages of the production process and even. 


entire manufacturing systems. Industries 


in which the new technology has been in- 
. troduced or which. are considered. most. 
¿ripe for microelectronics-based innova- 
tions include printing and publi 


fice machinery, metals and 





















cation, instrumentation; . е 
gineering, aircraft," shipbu 

otor vehicles. Indeed; microele 
annow be applied to existing prod 
processes and techniques of all levels: 
complexity 



















Of particular concern to labour-abun- 


dant, low-wage developing countries is 


that their comparative advantage in tradi- 


tionally labour-intensive industries is 
-gradually being eroded by the increasing 


use of high- -technology equipment and 
machinery: in: some developed countries. 
The production process in these industries 
~~ for example, in textiles, garments and 
the assembly of standard electronics pro- 


- ducts which constitute the three most im- 


portant manufactured exports of develop- 
ing countries — involves the repetitive 
performance of low-skill, assembly-type 


, tasks. Such tasks are, in fact, the most vul- 
` nerable to:microelectronics-related inno- 
| vations. that considerably reduce unit- 
labour costs. 


| The mechanisation and automation of 
textile manufacturing is occurring rapidly . 


. in some developed countries. In the Unit- 
~ | ed. States, textile producers are expected 
production processes | 
nts of many indus- | 


to invest about US$2 billion a year in the 
19805 оп new equipment and machinery, 
some of which will be computer-control- 
led, making it likely that the American 


‘| share in world textile. production will be 


maintained or even increased. In garment 


|; manufacturing, new technologies. have 
been introduced, : involving . computer- 


| n, to be published shorty i 
_| by Westview Press SES 


aided design systems for grading and lay- 
ing out patterns on materials, computer- 
controlled lasers to cut fabrics and semi- 
automatic sewing machines equipped with 
photoelectric sensors following the out- 
lines of cut fabric pieces. The labour-sav- 
ing and productivity-enhancing potential 


_ of these innovations is such that they offer 


bright prospects for garment producers in 
developed countries to become . competi- 
tive once again. Finally, the electronics in- 
dustry, dominated by: transnational com- 
panies with offshore factories in develop- 
ing countries that: assemble and connect 
integrated-circuit. components to output 
devices, is reportedly tooling up for com- 
puterised-assembly operations. This may 
cause leading. electronics companies to 
move their production operations from 
the developing countries. 












"he. implications of microelectronics 
‘technology differ among the developing 





. countries. Primary interest is in two 










groups: the.newly industrialising coun- 
tries, ог NICs; which. have dominated 
Third World. exports 
goods (including Ho kong, Taiwan, 
South Korea and Singapore, the Asian 
NICs accounted for about 80% of such ex- 
ports over the: past 15 years); and the so- 
Cs, such as Malaysia, Thai- 
Philippines in Southeast 
or Jess following the 

i dus rial developm ы ofthe 

























Until the early 1970s the NICs’ exports 
consisted principally of labour-intensive 
manufactures. They have since undergone 
a shift in relative factor supplies away 
from the abundance. of unskilled, low- 
wage labour, requiring them to export 
more skill- and capital-intensive goods. In 
fact, the NICs generally have begun to 
shift towards the production and export of 
more technologically sophisticated indus- 
trial products such as cars, ships, metal 
products and chemicals. The need to do so 
has been intensified by growing protec- 
tionist measures being imposed on their 
labour-intensive exports. 

Because the rate of adoption and diffu- 
sion of microelectronics-based innova- 
tions is likely to differ among developed 
countries, it is possible that the compara- 
tive advantage of some of these countries 
in certain industries will at some point be 
overtaken by the technological advances 
of some of the more dynamic NICs. Fur- 
thermore, the latter countries could in- 
creasingly become an attractive supplier 
to less-advanced developing countries of 
industrial products, particularly those re- 
quiring both low labour costs and high 
technology for comparative advantage, 
such as in certain machine tools. 

The near-NICs are, apparently, in a 
less-favoured position. They are the most 
immediately threatened by the “renewal” 
of previously declining industries in de- 
veloped countries, in which industries the 
near-NICs have in recent years begun to 
establish their comparative advantage 
owing largely to low labour costs. And un- 
like the NICs, which have already ac- 
quired some level of technical competence 
and therefore stand a chance of quickly 
adapting to the new technology, the less- 
advanced developing countries are hard 
pressed to provide a competitive re- 
sponse. 

The structure of the microelectronics 
industry and the nature of the technology 
itself present formidable obstacles that 
make it extremely difficult for latecomers 
to move towards technological parity, The 
industry is dominated by a few multina- 
tional corporations with worldwide pro- 
duction facilities and marketing and ser- 
vice networks. There is a heavy reliance 
on trade secrets, and technology transfer 
is becoming increasingly difficult, if not 
now nearly impossible, without the know- 
ledge of the original producer. The earlier 
technique of “reverse engineering” to as- 
similate the technology embodied in 
mechanical devices is no longer possible, 
given the complex structure of microelec- 
tronics-using equipment. Software pro- 
grammes (that give instructions on the use 
of microprocessors) are notoriously dif- 
ficult to unpackage, and developing origi- 
nal software is widely known to be 
cheaper than copying from someone else’s 
programme. 

Software capability, however, requires 
sophisticated skills that can be acquired 
only after high-level training and long ex- 








perience with programming problems; in- 
dustrial applications would involve entire 
production systems, especially the elec- 
tro-mechanical interface, rather than 
separate pieces of machinery. Such skills 
are also in great demand in the indus- 
trialised countries because of the central 
role of software in microelectronics-based 
innovations and its' increasingly dominant 
share in the total cost of data-processing 
systems. This is expected to lead to the 
subcontracting of software in developing 
countries (where the necessary skills are 
present) for export to the industrialised 
countries. At least two US-based electro- 
nics firms have already started negotia- 
tions for such arrangements with some 
Asian countries. 


Ac possibility is that highly skilled 
programmers in developing countries 
will be lured to higher-paying jobs in the 
large microelectronics firms in developed 
countries. This type of brain drain started 


to widen further the technology gap be- 
tween rich and poor nations. 

Among developing countries, the NICs 
are in the best position to respond,to the" 
competitive pressures arising from the 
widespread application of microelec- 
tronics in the industriglised countries. 
Most of them have little choice but to play 
the technology game in order to remain in- 
ternationally competitive in their indus- 
trial exports. This is critical if they are to 
sustain their high income growth. On the 
way to technological parity with the indus- 
trialised countries, the NICs will have to 
draw on their demonstrated economic 
dynamism and effectively adapt their in- 
dustrial structures to the changes in trad- 
ing conditions caused by the introduction 
of microelectronics-based innovations. 

In addition to software subcontracting, 
some writers have suggested that an inter- 
national division of labour will become 
possible in the production of certain lines 
of equipment and machinery between 





Malaysian electronics factory: following the NICs’ lead. 


some years ago and seems to be gaining 
momentum. In either case it is the needs 
of developed countries that will be met, 
not only in industry but also for produc- 
tion of such items as sophisticated toys, 
and other recreational products, as well as 
military goods in those countries' missile 
and aerospace programmes. 

It is, therefore, highly improbable (and 
it is wishful thinking among some writers 
who have expressed the view, however 
cautiously) that the microelectronics revo- 
lution will provide the developing coun- 
tries with a golden opportunity to leapfrog 
decades of industrialisation. Rather, the 
increasing use of microelectronics in de- 
veloped countries is likely to exacerbate 
the difficulties currently faced by develop- 
ing countries concerning the transfer and 
assimilation of industrial technology and 


machine manufacturers and producers of 
microelectronic control systems. The con- 
trol units made in an industrialised coun- 
try would be imported and installed into 
the machinery fabricated in a developing 
country which, in view of the high cost of 
microelectronics controls, would have to 
be produced in a sufficiently large volume. 
The growing capability of the NICs over 
the past decade in the manufacture and 
export of machinery used in the food, tex- 
tile, construction and other industries in- 
dicates the feasibility of such an arrange- 
ment and the likely directions in which it 
might be applied. 

The near-NICs, at the present stage of 
their industrial development, are relative- 
ly ill-equipped to meet the competitive 
challenge of these innovations in the in- 
dustrialised countries, as noted earlier. It 








e acq п and us | 
onics-based innovations. The social 
to generate employment in most of 







proach to the adoption of such innova- 










ental labour-output ratio) favouring 
ose that fhduce a sufficiently large out- 
expansion where they are being intro- 
uced or, їй viéw of possible external 
conomies, in other production sectors. 








nfortunately, recession imposes an ef- 
fective constraint on the demand side at . 






ew technology on such grounds for the 
ear-NICs. This does not mean that the 
eneral upgrading of technological capa- 
tyshould not have aplace in a develop- 
country’s industrial-development stra- 
‘gy. In fact, government subsidies to fi- 
ance training in microelectronics, at least 
software field, can be justified on 

of external and dynamic benefits. 

һе position taken here is that de- 
concerning the adoption of these 
vations need to be. чокы с, 




















is annual yaaa dinner for the 
, Philippine Central Bank gover- 

aime Laya said there was much to e. 
ful for — chiefly that 1982 was over. 


one of the worst years for the Philip- 


economy since independence, and 


orst in the.16 years of President Fer 


and Marcos’ rule. While the economy 


wat a lowly 2.6% according to the gov- | 


ent’s preliminary estimate — the 
'st growth rate since 1960 — debts 
nd deficits came home to roost. =; 

n the minor league compared. to the 
kes of Mexico, Argentina and Brazil, 
P lippine debt nevertheless was — and 
will remain — the controlling factor for 
€ economy. While the external-debt 
tal of nearly US$17 billion is well below 
t of both South Korea and Indonesia, 
& absolute figure is of less significance 
than its rapid growth rate. over the past 
three years on the one hand and the 
conomic implications of coritrolling it on 
the other. Laya's new foreign-debt limit 
r. 1983 is US$2 billion, which. by De- 
ber will. push the growth of foreign 
t since the turn of the decade to consid- 

rably more than 50%. 
_ High interest rates, depressed commod- 
ity prices and lofty. import costs рш a 



















face of declining export revenues. While 
the International Monetary Fünd and the 
‘World Bank variously put the debt-service 
ratio at 23% or 25%, depending on whe- 
her IMF loans are included, Manila’s 
ethod of calculating the гапо — relying. 





se countries demands a very selective.” 


Ой$ (which invariably entail a low incre- ` 


sent, weakening the potential.of the. 









strain on debt servicing, particularly in the. 








sources, which gives them. some e flexibility 
^in responding to the threat against their 








labour-intensive manufactured. exports 
arising from the revitalisation of compet- 
ing. industries in developed countries 
through microelectronics-based. innova- 


national competitiveness that the near- 
NICs suffer in labour-intensive industries 
transldtes automatically into an enhance- 
ment of their comparative advantage in 
natural resource-based products (which 
they should learn to exploit, if necessary 
with the assistance of the new technol- 
ogy). Near-NIC exports of resource-in- 
tensive products could be expanded, 
therefore, to offset the prospective reduc- 
tion in labour-intensive industrial exports 
to developed countries. In addition, the 
NICs constitute a large and rapidly grow- 
ing market for resource-intensive pro: 
ducts which, combined with their increas- 
ing ability to meet near-NIC import re- 
quirements of capital goods, makes a 
strong case for trade expansion between 
these two groups of countries which have 


ceiling this year even if the hort a | 
covery begins to boost export revenues. 
Only if interest rates drop further might 


the technocrats allow themselves to in- 
crease the debt limit for the: year. 
But that is likely only if firm signs of re- 


covery accompany the drop. Otherwise 


the government this year will be powerless 
to affect overall economic performance. 


The. reason is the budget deficit. While | 
many .Asean. countries spent 1981 either 


building reserves (in the case of oil pro- 
ducers) or preparing for what everyone 
thought would be a limited recession in 
the West, Manila had to contend with a 
self-induced financial crisis which forced 
the government to overspend, with much 
of the extra-expenditure going to bail out 
insolvent firms. | 

Thus when the 1982 doldrums arrived, 
there was little left to drive the economic 
engines through recession. By late 1982, 
the only choice remaining was to cut an al- 
ready austere budget for 1983, pull back 
on new borrowings and pray for a quick 
recovery in the United States. 

On the balance-of-payments side, taxes 
were rationalised to ease exports while 
making it more expensive to import. It is 
clear the technocrats are sincere despite 
such unpopular steps. And they will man- 
age the economy іп 1983 to meet their. own 
— as well as IMF-imposed — targets. But 


while. the estimated US$2.8 billion cur- |. 





rent-account deficit, the US$1 billion-plus 










| technology-induce: fact Eee re- 
tions. Indeed, whatever.erosion in inter- | 








| balancé-of-payments shortfall and the 
















mics tec nology has called into 
question the wisdom of development 
strategies relying. heavily on a narrowly 
based export-led industrialisation. In cop- 
ing with the added uncertainties in the 
field of manufactured exports due to 












аы coun- 


| tries would be well advised to diversify 


their economic structure and. search ac- 
tively for alter 2... development 
strategies based on Иво resources 
and needs. | 











пртоуетеп of existing 
mechanism: fri technology development, 
transfer and dissemination. The prevail- 
ing structure of the microelectronics in- 
dustry and the nature of the technology as 
described here do not, provide cause for 
optimism that latecomers will not even- 
tually find themselves shut out of the in- 
dustrial game. u 

















Р 14 billion (US$1.56 billion) budget de~ 
ficit will all ease significantly this year, the 
policy adjustments: making this possible 
will squeeze business — not to mention 
coconut farmers — close to strangulation. 

Banks are extremely liquid, but loan de- 
тапа is low and managers are retaining 
padding as many borrowers edge towards 
default. The high margins and new im- 
port-duty prepayment rule may help keep 


the trade balance in check, but will also 


boost costs.for manufacturers already 
Stuck with depressed demand. So for the 
next quarter, the pressures on Philippine 
businesses will increase. But miners. may 
smile a bit if gold prices stay firm and cop- 
per continues climbing. Glutted markets 
will continue to keep sugar- and cocónut- 
farmers scrambling, despite growing talk 
about processing raw commodities on- 


- shore as insulation. from international 


price vagaries. 
But the measures taken late in 1982 and 


' in early 1983 to rein in the economy will 


only filter down to the people this year. 
With government funds cut, there will be 
less activity in the public sector, particu- 
larly in construction. While prices may 
rise — given plans to increase fuel costs — 
inflation will probably not extend beyond 
the 10% result in 1982. Thus the needed 


months of the year. But às the рс 


|. of the brakes implies, there is now very lit- 


tle the government can do to.assuage. 
businessmen or ће. village vendor until a 
h 
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po 
go rnment ‘outlays for major pro- | 


8 rathér than to boost exports — and in 
сазе the argument appears to hold. 
Many governments and business groups 
e expressed. concern about Jakarta's 
olity..But most non-Japanesé exporters 
Indonesia felt protest. was.a lost cause. 
eir governments were not in the habit 
of looking after them so they had either to 
ері Indonesian terms or, if the risk 
semed too great, to give up doing busi- 
ess.here. The government-business al- 
ance in Japan became:the. strongest op- 
ent of the Indonesian policy. Re- 














































'ade and against bilateralism and barter 
hich, in the past, had led to disaster. On 
ifferent plane, it. tried to convince 
rta officials that the added risk to ext 
rs would only increase Indonesia's. 


July, the Japanese alliance worked 
ош a four-point joint position on the In- 
onesian policy, the REVIEW has learned. 

hile’ the Japanese were opposed, to 
ounter purchase, they were also mindful 

Indonesia's worsening balance-of-pay- 
ents position and the plight of local ex- 
ters, particularly smallholders of tree 
ps. As a result, they decided to go 
ng with counter purchase, but only up 

0% of the value of Jakarta’s purchase, 

with the maximum cash penalty of 5% 
he counter-purchase obligation (that is 
f the total deal). Tokyo also insisted 

arta withdraw requirements on 
ralism and counter-purchase trade 
g additional to traditional trade. 
Jakarta firmly rejected the Japanese 
ion, which softened progressively as 
adonesia’s strong commitment to the po- 
Cy. became more apparent and Japanese 
ompanies became impatient to partici- 
ate in tenders. The Japanese alliance 
egan to crumble last August when Mit- 
bishi Corp. took part in the fertiliser 
nder on Indonesian terms, with only a 
all review clause providing for the pos- 
lity of non-feasibility of counter pur- 
ase owing to problems on the Indone- 
n side (REVIEW, Aug. 27; '82). The Ja- 
anese have bid for other major deals in- 
olving counter purchase since then ànd 
won, among others, a US$1 billion oil-re- 
finery project which will require US$700- 
800- million in counter purchase over sev- 
al years. 


anese (and the South Koreans to a lesser 
xtent), with their trading companies, 
еге better equipped than others to.com- 


at Indonesia will 
ot be able to offer counter-purchase pro- 
ducts of quality and in enough quantity as 
and when they are needed. Marketing of 
them is also a major. headach 








possible knock- -on effects. Whai willother 
countries, with substantial trade deficits 

is-a-vis Japan, demand if Tokyo complies 
‘with Indonesia's policy? ü 






| By Jeffrey Segal: ` 


, counter trading in its various forms. With 


| away from established, conservative trad- 


atedly, Tokyo argued the case for free. | 


` major change during 1982. Counter trad- 


‘titude could be traced to three major 





It was clear from the start that the Ja- | 


ith the Indonesian policy. But the Ja- | 












ing North. Korea's predictable offer ot 
counter trading out of hand, the Malay- 
sians listened. A Foreign Ministry official 
said after the visit that Malaysian Prime 
Minister Datuk Seri Mahathir Mohamad 
had told Li that though Malaysia did not 
engage in barter trade, it'was prepared to 
look into the possibilities of. exchanging 
goods such as palm oil, rubber and natural 
gas for items including coal, fertilisers, 
, metals and construction equipment. 

Four months later, the government set 
up a special committee to look into all as- 
pects of barter, to examine potential mar- 
kets, identify products and draw up volun- 
tary guidelines. for private businesses - 


Kuala Lumpur: It has taken. Milaysia | a 
lotlonger than most other Asian countries 
to. recognise the. possibilities offered by 


exports rising throughout the 1970s and 
trade surpluses so big they seemed impreg- 
nable, Malaysians saw no reason to move 


ing patterns. Repeated offers of barter 
deals from socialist: countries in-Eastern 
Europe and Asia were all staunchly rebuf- : 
fed, whether made during official visits or 
in the course of negotiations on new trade 
agreements. All. Malaysia's, trade pro- 
tocols with Eastern-bloc countries insisted 
on payment. in hard currency and Bank 
Negara, the country's central bank, stuck 
firmly to its rule that exporters to any re- 
gion must obtain the proceeds of their sale 
in convertible currency within six months 
of the sale. 

But government policy underwent a 

























ing not only became acceptable, it was 
even officially encouraged. The shift in at- 





developments in Malaysia's economic 
position. First, demand for its primary- 
commodity exports in traditional indus- | 
trial markets waned. At the same time, 
many of the new déstinations for Malay- 
sian goods began to suffer from the 
worldwide recession. Shortages of foreign 
exchange and limitations on currency 
transactions in areas. 
such as South America 
hampered their ability 
to pay for Malaysian - 
commodities in cash. 
While Western sup- 
pliers could allevia- 
te their customers 
problems through cre- 
dit facilities and soft- 
payment terms, coun-' 
tries such as Malaysia 
had to look for differ- 
ent ways of maintain- 
ing sales in these new 
markets. 

Finally, Malaysia it- 
self encountered grow- 
ing problems in paying for its own imports 
in hard currency. The buying power of its 
commodity exports withered as prices fell 
to new lows in 1982. With a trade deficit 
topping M$900 million (US$396.5 million) 
in January-August 1982, Malaysia’s ex- 
ternal reserves shrank by nearly a third 
over the same period, to the point where 
they could finance barely two-and-a-half 
months’ worth of imports. 

In these circumstances, counter trading 
naturally began to look more attractive. 
The first evidence of a policy shift.came 
during the February 1982 visit of North 
Korean Premier Li Jong Ok and a retinue 
of economic ministers. Instead of reject- | 


Mahathir; Musa: offers from нл 


North and South Korea. 










wishing to counter trade. The 
committee. apparently con- 
cluded that ‘barter was worth 
exploring, particularly as anin- 
strument ог export promotion. 
Bank Negara's currency regula- 
tions could be overcome through 
the use of "back-to-back" letters 
of credit by both trading partners 
for equal amounts: 

Mahathir has already given his 
personal stamp of approval to 
counter trading. In a ‘widely 
acclaimed speech last July, he suggested 
barter could be a useful method of trading 
with East European countries, in particu- 
lar those with foreign-exchange difficul- 
ties. From then on, virtually every over- 
seas mission by Malaysian ministers and 
every visit here by foreign dignitaries has 
included some discussion of counter trad- 
ing. Deputy Prime Minister Datuk Musa 
Hitam returned from a trip to South 
Korea in September 1982, to announce 
that the two sides had talked about barter- 
ing Malaysian tubber and petroleum for 
two South Korean-built naval vessels. 

Thé:state visit by Pakistan's President 
Zia-ul Haqi in early November was the 








V y equipment. to 


iibalance with 


the govern ad decided on се раг- 
ticular cou with which it would ac- 






Areas such as 









ware all places 
substantial. 






s uncompetitive to begin 

it areas like Australia or 
re seen either as too 

ng to counter trade. 







ms to hàv merged instead is 
ind of import-promotion 
Government officials say Malaysia 
counter trade to encourage im- 
А tom some areas and, by so doing, 
reduce imports from others. Current 
‘surpluses and deficits will thereby be re- 
г. distributed and evened out. By buying rice 
7 тот Burma, for example, Malaysia will 
narrow its surplus with that country and at 
«the same time cut its deficit with Thailand. 
A senior member of the government said 
the policy would give added “leverage” 
for exports of Malaysian goods ‘into Sub- 
"continent or Eastern-bloc markets. Asmat 
-Kamaluddin explained: "We. feel. they 
could absorb more Malaysian products if 
they could sell a lot more of their products 
to us.” 
. Marketing food items or raw materials 
‚ from these countries in Malaysia is not 
seen as presenting any problems. Com- 
. plaints of shoddiness: or ‘unacceptable 
quality are not likely to arise. “Iron ore is 
iron ore, ricé-is rice," commented ‘one 
» government source. But products such as 


































. capital goods or transport equipment from- 
Eastern Europe have тип up against | 


Malaysian consumér resistance in the 

past. While Malaysian officials are aware 

of the difficulties, they are still keen to di- 
- versify their sources of certain manufac: 
tured products to countriés with which 
they ate linked through counter trade. ОЁ 
ficials repeatedly mentioned the possibil- 
ity of buying light armaments from places 
such as India, Pakistan or Egypt. 

The government also recognises that 
these markets offer only limited outlets 
for industrial raw materials such as rubber 
сапа tin from Malaysia, though it points 
out that palm oil —a basic food product — 

n high demand in developing countries, 

id Indi 











ding: Pakistan, | 


. Arab Economic Development (KFAED), the proceeds 
- of which would be used for the extension units 3 and 








 Ashuganj Thermal Power Station in Bangladesh. . 





ruary 1983, during office hours. 


j Application. should be accompanied by a bank vou: 
-cher or pay order of three thousand Bangladesh Tak: 


| Completed prequalification documents shall be E 
 mitted to above address of BPDB, not later than 12:0 











POWER STATION 


EXTEN SION UNITS 3 AND 4: 










The Bangladesh Power Development Board ib 
has applied for financing from the Kuwait Fund fo 







of the Ashuganj Thermal Power Station (2 x 150 MW 


The Bangladesh Power Development Board invite. 
experienced contractors to be prequalified as Tender- 
ers for the Civil Works (Lot C) for the extension of t 












Procurement for such civil works will be in ассо: 
dance with the guidelines for procurement of th 
financing institute. The scope of works comprises th 
construction of the turbine hall extension, miscella 
ous auxiliary buildings and structures and the coo ni 
water system. à 


Contractors wishing to be included i in the list of qu 
lified Tenderers for Lot C, Civil Works, should ap 
for the prequalification documents i in one p gm ni 
one copy to: | 
Bangladesh Power Development Board. 
Attn: Тһе Secretary: < ` ; 
Wapda Building, Motijheel 
Dacca — 2, Bangladesh 
| Telex: дас 65617 bpdb 


Prequalitieation documents. can be Дае trn и 
above office from 20th January 1983 until. 28th Feb- 








(Taka 3,000.-) only, on any bank in Daeca/Bangladesh. 
issued in favour of the BPDB. 






















hours of 31st March 1983. 



















untry's newest companies, Sime Darby 
ras Trading Corp. — the last of five Ja- 
Se-type general trading corporations 
ave beerrset up and the first to have ac- 
ally started business. Mahathir has per- 
sonally been promoting the formation of 
general-trading corporations = 
hich he and other Malaysians refer to as. 
go shosha, the name by which they are: 
own in Japan — since taking office in 




















mber of that year, was called trà, 
orp., the Federal Land. Development 
hority, the Kuok brothers group and 
te oil corporation Petronas. It was soon 
llowed by Mattra, or Malaysian Trans- 
tional. Trading Corp. , а joint venture. 
tween Palmco Holdings, United Motor 
s, the Selangor. state government 
id state-owned food industry conglo- 
erate Kumpulan Fima. The third sogo 
osha was PAM, formed by the Sabah- 
d Kim Chuan Seng Holdings group, 
National Youth Cooperative, units of. 
Sarawak and Sabah state governments 
d the Sabah’ Associated Chamber: of 
nmerce and Industry. 












early December’ 1982, Multi- Ждан 
dings’ long-awaited: international 
їп operation finally took shape, with 
restructuring of Singapore-incorpo- 
ubsidiary Guthrie. Bhd. and the 
multaneous purchase of a ha 
M International by Guthrie Bhd апа а 


Later the same month came the forma- 
n of Sime Darby Pernas Trading Corp., 
which the partners are Sime ad Por 








By Therese Obrecht 
Geneva: While there is no official posi- 
tion within the General Agreement on 
"Tariffs and Trade on counter trade, the 
general feeling. is that it is not: 











; good 
thing and should be avoided wherever |- 


possible. It is argued that barter trade re- 
Stricts the area of multilateral trade — 
about 10-20% of world trade is counter 
trade, but estimates are greatly distorted: 
by deals with the East European bloc — 


à b ^ 
that counter trade is the only way out for 


countries which have no other method of 
selling their products. 
5 Gatt thinks that counter trade will di- 
minish with economic recovery except 
with (and within) the Soviet bloc, which 










81. The first to be established, in De- | 


owned in equal shares by Malaysia Mining. | 
| trading became a "very important item on 


has always preferred barter, because of- 


in addition to promoting trade and invest- 
ment generally it aims to take advantage 


:of the growing trend toward: 

“ing. Over the past year, Sime Darby itself | 
_ has been indirectly involved in Indonesia's 
‘official counter-purchase programme, by 


acting as broker for US principals obliged 
to match the value of cbntracts won in In- 


couriter- ae was 


the agenda" of the New York talks, ac- 
cording to Halim. 
Within a short time Sime Darby's — 








l-and'ándeed Malaysia’s — first barter deal 


was accomplished; Mexican tyre com- 
panies that һай found themselves ham- 
pered by govertiment-imposed restric- 
tions on foreign-currency : movements 
worked out with their rubber supplier, 


` Sime Darby Commodities Inc., of New 
; York, a novel method of payment: cocoa 
| beans. Sime Darby gratefully accepted the 


cocoa, and iri turn resold it to US confec- 
tionery. manufacturers, 
The next. Mexican swap could be 


‘rubber-for-liquor. Sime Darby is trying to 


line.up supplies of Mexican drinks such as 
tequila and sherry, which it plans to distri- 


| bute'in the East Asian market. : 


The shape of the new corporation is al- 
ready being tailored to fit long-term 
counter-trading needs and opportunities. 
In évery location where Sime Darby cur- 
rently has a presence, it is appointing a 
core of traders who will be looking exclu- 
sively at trade in non-traditional commo- 
dities and non-traditional methods. 8 






foreign-exchange shortages and its fond- 
ness for organising commodity produc- 
tion years in advance. (Such a case in- 
volved the United States aerospace com- 
.pany, McDonnell Douglas, which sold 
‘aircraft to Romania in exchange for can- 
ned ham which ‘the: firm's staff is ex- 
pected to munch its way through at the 
company’s canteen for years to come.) 
The position of another UN body, the 
Economic Commission for Europe, is 
that though reciprocal-trading arrange- 
ments are not new, recent difficulties in 
financing trade through Conventions 











J commercial transactions have prompted 


increasing recourse. to linked .transac-. 
tions. Nowadays it is not just East-West 
trade that is involved. Reciprocal trade 
also occurs’ between 














European | 


By Paisal Sricharatchanya 

Bangkok: As a major agricultural coun- 
try, Thailand has plenty оѓ scope for bar- 
ter trade. But as yet, the potential has 
been largely unexploited. Barter trade is 
'new to the country and official policy 
limits it to ..government-to-government 


|. deals. The Thais entered their first formal 





barter agreements, with the Soviet Union, 

Romania and South Korea, in late 1981, 

swapping maize and tapioca chips for fer- 

tiliser. However, actual exchanges in 1982 

were less than.a third of the original con- 
tracts, chiefly because. local maize and 
tapioca prices climbed steeply. 

(Thè Thai Commerce Ministry 
negotiated and concluded the agreements 
but the Marketing Organisation for Farm- 
ers [MOF], a state-run corporation under 
the Ministry of Agriculture and Coopera- 
tives, is the sole recipient of the fertiliser. 
The -MOF was. supposed to supply the 
equivalent volumes of Thai maize and 
tapioca chips but had difficulty doing so 
because of price fluctuations. Three sepa- 
rate Bangkok-based business firms acting 
for the Soviet Union, Romania and South 
Korea actually bought the bulk of the 

. commodities from local markets at price 
Jevels agreed upon with the organisation.) 

The Thai venture into barter trade is 
seen here as the result of repeated over- 
tures by Romania and the Soviet Union 
rather than of Thailand's own initiative. 

However, Thailand could. conserve 


































Economic Community members and de- 
veloping countries, as well as among | 


countries . belonging - to the | same 
economic groupings. - 

Major. categories include laige-scale 
and long-term compensation arrange- 
ments (which appeared for the first time 
in June 1968 with a contract for the sup- . 
ply of natural gas to Austria in exchange 
for capital goods and technical services), 
counter-purchase . arrangements and 
short-term reciprocal-trading arrange- 
ments (since 1974 іп response to the ba- 
lance-of-payments difficulties of Eastern 
bloc countries). 

These types of delivery, including 
sales in third markets under industrial- 
cooperation . or commercial arrange- 
ments have developed. rapidly during 













i raditional barter, ich, Pared 
an important role in the post-war years, 
accounts nowadays for only a small por- 
tion of trade conducted under recip: 
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Thai tapioca: restricted opportunities. "9" 





foreign exchange by bartering for fer- 
tiliser. Of the estimated slightly more than 
1 million-tonne annual demand for fer- 
tiliser, only about 20% is met by local pro- 
duction. But the government has been 
slow to exploit the possibilities offered by 
barter. A government committee in 
charge of regulating barter tradt, cur- 
rently chaired by Deputy Agriculture and 
Cooperatives Minister Narong Wongwan, 
is restricted to exchanging Thai farm pro- 
ducts for agricultural-production mate- 
rials. 

Although a proposal by the committee 
to expand the scope to cover foreign capi- 
tal goods and longer-term contracts was 
approved by the Council of Economic 
Ministers in November 1982, the new rul- 
ing seems to be hamstrung by red tape, in- 
cluding stipulations that the prices of such 
capital goods must not be higher than local 
and international market prices, priority 
must be given to new markets for Thai 
farm products and the Thai products must 
not be re-exported by the recipient coun- 
tries. 

Evolving from the 1981-82 agreements, 
the new barter deals for 1982-83 also cover 
the same three countries, with the Soviet 
Union, Romania and South Korea supply- 
ing fertiliser in exchange for Thai maize, 
tapioca chips and possibly other products 
(exact details of which have yet to be 
finalised). Most analysts believe that bar- 
ter trade will have little impact on Thai ex- 
ports in the short and medium term. But 
they agree there is plenty of scope for ex- 
pansion — especially with East European 
countries — if the authorities tackle the 
matter seriously. At present, the Thai pri- 
vate sector has virtually no role in barter 
deals. But a trading-company executive 
suggested that the government should 
study patterns in countries which trade 
with Thailand to pinpoint. opportunities 
for barter trade. “Thailand is capable of 
producing 7 million tonnes of tapioca pro- 
ducts annually but the largest market, the 
European Economic Community, can 
take only about 5 million tonnes. The idle 
capacity could be utilised if new barter 
markets — like South Korea — are de- 
veloped. In addition, the government can 
look into the possibility of service barter 
by exchanging Thai labour with Middle 
Eastern [crude oil],” he said. 
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Tightrope-walking Manila 
seeks a better balance 


By Guy Sacerdoti 

Manila: For a growing number of coun- 
tries such as the Philippines, regardless of 
their. commitments to free-market 
capitalism, there may be little alternative 
to counter trade. Prices of Manila’s tradi- 
tional commodity exports such as 
coconuts, sugar and copper have plum- 
meted, while costs of imported machinery 
for continuing development maintain 
their dramatic rise. The result is bur- 
geoning current-account deficits to main- 
tain growth — deficits which must be fi- 
nanced in large part by foreign borrow- 
ings. As repayments rise along with con- 
tinuing widening deficits, there is less left 
over to finance trade. So companies which 
still want to do business with Manila are 
forced to at least consider the counter- 
trade option. 

One West German firm was in Manila 
recently to investigate the sale of non-mili- 
tary machinery to the Ministry of De- 
fence. When the question of financing and 
the likelihood (or lack thereof) of govern- 
ment help arose, counter trade — and in 
this case straight barter — became. the 
only solution. The Philippines wanted to 
export coconut oil in exchange for the 
West German equipment, but when the 
Europeans considered the extra costs of 
marketing an unfamiliar commodity in а 
glutted market they abandoned their pre- 
liminary talks without even attempting 
serious negotiation. 

Manila's technocrats are not very keen 
on counter trade either, citing its inability 
to maximise quality against cost. One 
senior government official, for example, 
alluded to a barter deal in 1978 with 
Romania, in which coconut oil once again 
was traded for, among other things, an oil- 
drilling rig. The deal worked well except 
for the fact that when the rig's drill hit a 
high-pressure zone, the hole had to be 
abandoned for fear that the Romanian de- 
vice could not handle the stress. 

But these same technocrats admit that 
unless protectionist quotas are reduced in 
Western nations for the cheaper and more 
efficiently produced Third World-man- 
ufactured products such as textiles, or un- 
less protectionist subsidies for raw-mate- 
rial production such as the European 
Economic Community's sugar-beet sub- 
sidies are removed, the shift towards 
counter trade may prove the only way out. 

It is certainly the answer for increasing 
trade with the state trading organisations 
of socialist-bloc countries. The Philip- 
pines, for the past five years, has used its 
own state trading organisations for the 
country's two largest traditional exports 
— coconuts and sugar — and has been 
able to take advantage of counter trade 
with the Soviet Union and Eastern 
Europe. Aside from coconuts and the 
Romanian deal, Manila is currently dis- 
cussing options with the Soviets on con- 


tract payments for a proposed 1,mitlioh 
tonne-a-year coal-fired cement plant 
(REVIEW, Sept. 3, '82). 

Moscow is Manila's' largest buyer of 
sugar, The Philippines has been trying to 
negotiate long-term contracts with the 
Soviets for some time (at present, most 
purchases are done on а ship-by-ship 
basis). Existing long-term contracts with 
futures brokers have been the saviour of 
the sugar industry locally during the cur- 
rent price depression, though these will 
expire at the end of the year. If counter- 
trade negotiations for the cement plant 
contain a sugar component, the local in- 
dustry may breathe easier and the Soviets 
will have their first major industrial pro- 
ject within Asean. 


Ithough sugar and coconuts dominate 
Philippine exports in counter-trade 
deals, the government is trying to place 
more non-traditional exports on the 
counter-trade table. A relatively new state 
trading organisation — the Philippines In- 
ternational Trading Centre — has been 
set up as a marketing arm of the Ministry 
of Trade and Industry, which signs the ex- 
porting side of counter-trade contracts for 
Manila. Its plush new office building in 
Manila's commercial centre of Makati is à 
working display room of non-traditional 
products, mostly rattan and wooden office 
equipment. But it has yet to sign a deal. 
Most interesting — and controversial — 
however, is a pending trade deal with Bel- 
gium, which would mark the first counter- 
trade agreement with a non-socialist gov- 
ernment. Currently poised at a very sensi- 
tive stage, the deal would involve a US$55 
million sale of military transport equip- 
ment from the private Belgian firm, Trade 
Development Corp. or Devetra, and the 
Philippine Ministry of Defence. Just what 
the Belgian company would receive in re- 
turn is not yet clear, but textiles have been 
mentioned as at least one likely compo- 
nent. 

One thing is certain. The value of Bel- 
gium's exports from the Philippines would 
have to reach a level of US$67.7 million. 
That is a condition of a Belgian trade pro- 
tocol worked out last September, commit- 
ting Devetra to a counter-trade position of. 
importing 125% of the value of Belgian 
exports in Philippine products. Devetra 
reportedly has much experience in 
counter trade, including acting as agent 
for socialist countries. 

The Devetra agreement falls in line with 
what Manila's technocrats want from 
counter trade. That is balancing, even if 
bilaterally, values of exports and imports 
and so reducing the chronic current-ac- 
count deficit. At present that goal is still 
mostly pie in the sky, as none of these 
counter-trade options have come to frui- 
tion. [г] 
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Indonesia’s counter-purchase 

fey. is ‘beginning to cause ‘concern 
mong South Korean exporters dealing 
Jakarta. A- particular worry is the 

ct thatthe new Indonesian measure, 
hich went into effect in January 1982, 
ects most of Indonesia’s imports of 
vy industrial items such as ships, 
hore oil rigs, vehicles and construc- 
projects sponsored ы the govem 







паре ане Indonesia? sscheme 


use there is no alternative. Seoul. 


‘government’ contract involving more 
ап US$790;000: “We're participating 
Il Indonesian ео for import and 


aru Kerns . 
For countries wishing to dispose ; 
Iwanted goods, Japan is a prominent. 


enient vehicle. Japan has accommo- 
»eounter-trade arrangements; but 
éluctantly.' Itvhas been especially 
al of Indonesia's system. : 
pan is more susceptible to the imposi- 
n of artificially structured trade than 
St other countries. As an aggressive ex- 
ter and buyer, whose survival depends 


elations. Moreover, its huge trading com- 
anies are sometimes-able, through third- 
ountry trade or by creating domestic de- 
and, to dispose of the goods that de- 
loping or socialist countries cannot con- 
ume or market. 

ndeed, some Japanese traders view the 
inter-trade efforts of some countries as 
form. of market penetration, These 
ntries are stuck with relatively illiquid 
ommodities and rely on the purchasing . 
ders as a sales force. Traders say they 
accept this role depending on busi- 
5 conditions and their own resources. 
Some cases a counter-tràde arrange“ 


panese partner hasended in a profitable 
hird-country trade. But this cannot be 
uaranteed. 


rpluses, a country that forces Japan to 
ccept its goods bilaterally may be pushing 
е same or substitute goods of another 
eveloping or socialist country out of the 
market. If unable to create new demand 
for these surplus goods, Japanese traders’ 
ust alter established or natural trade те: 
ations with other countries to accommo- 


: баға rtrade : JOWS 


et, and counter trade an increasingly | 


trade, Japan cannot readily sever trade 


nt undertaken ‘reluctantly "by the | 


n an environment of commodities | 


ment арест to follow the cor Ser par: 
chasing policy,” said Oh O Hy: 
manager of Daewoo Corp.; 
Koréa’s: 10 large genetal trading com- 
panies.» 

South Korea’s’ ‘exports to Jn- 
donesia during the first nine months of 
1982. amounted to US$264 million, of 
which Daewoo's share was about US$84 
million — mostly in machinery, iron and 
steel-and chemical products. 

Daewoo officials are worried that they 
will be bound by the new Indonesian po- 
licy, Опе Daewoo official’ concerned 
with the Indonesian market said: “We 
$aw the list of 33 items that Indonesia. 
wants us to [counter] Purse and un- 













date BS counter trade. Or it must under- 


cut! trading Telationships between other 


countries: The Japanese regard this as dis- 


"ruptive and unsatisfactory. In rare cases, 


traders say, they may accept a loss on a 
counter-trade transaction and write it off 
as goodwill. 

"In the early post-World: War П years 
when it had little foreign exchange, Japan 
used to initiate barter trade. Recently, ex- 


-cept'in unusual cases, Tokyo has tended to 


avoid it. In counter trade, monetary 
values are’ used to price thé goods being 


exchanged, but the term impliesthatsome | 


of those goods моша пої have changed 
hands in a normal, free- market transac- 
tion. 

The Japanese regard deficiencies or dé- | 
fects in the economies of developing or 


“socialist countries as one root cause-of the 
demand for counter. trade. Especially | 
when world recession strikes ога glut in. | 


the market occurs, planned economies are 
unable to adjust quickly, if at all. Their 
leaders and bureaucrats, in the Japanese 


с view, are politically at risk if goods pro- 


duced under the plans are not sold. Rather 


than admit mistakes in planning or make | 


painful changes in the: econortiy, such 


countries will try. to achieve sales by link- 
bes bei arbitrarily with imports. 


ountries such as Indonesia demanding 
counter trade often begin by asking for a 
price based on an increment over cost of 
prodüction, the Japanese have found. 
This is because of depressed free-market 


prices, The linkages to the buyer's objec- 


tive — usually to sell industrial goods. or 


plant — and the need to dispose. of un- 
wanted goods, make the negotiating pro- |. 








with its own 1 produce. And almost 92%» 
of South Korea's imports from In- 
donesia (which during the first nine. 
months .of 1982 amounted. to. so 
Н ion) consisted of crude 
ives. Thus one of the pr 
blems ‘facing South Korean exporter 
such as Daewoo. is finding a. third-coun- - 
try market for items they must impor 
from Indónesia: 
Some. exporters are looking to. the 
South Korean Government for help. They 
said that as an example the government 
could arrange for local coffee importers 
со shift their purchases from’ Latin © 
America to Indonesia or have a state- 
coritrolled company such as Pohang Iron” 
and Steel use more Indonesian iron ore: 
brought in by companies such as Dae- 
woo through counter trade. : 










































































cess extremely complicated and time-con- 
suming. The. net result is'a tendency to: 
wards diminished trade. 

. Japan is particularly upset with. In: 
donesia, which has set up a 100% counter- 
trade. system for 33 designated. com- 
modities (excluding its desirable gas and 
oil). Yet Indonesia had a trade surplus 
with Japan of about US$9 billion in 1981. 
In 1982, it is estimated, about US$3-4 bil- 
lion in exports and imports between In- 
donesia and Japan involved counter trade, 
out of total trade of about USS18 billion. 
About 9095 of Japan's imports from In- 
donesia were of oil and gas. 

“Japan has long dealt with Eastern 
Europe. and the Soviet Union on a 
counter-trade basis, but the Eastern bloc's 
regulations are more flexible and have a 
lower percentage of required purchases in 
transactions, often less than 4095, Iraq has 
also used counter trade with Japan in 
some of its oil transactions. Some indus- 
| trialised countries, such as Australia, have 
j imported Japanese plant and equipment 
tied to sales of the fruit of their produc- 
| tion; The Japanese Government has, in 
addition, received reports of the Philip- 
pines seriously considering the adoption 
of- counter trade. It also knows that 
Malaysia and South Korea have officials 
studying the issue. Some Japanese traders 
say likely candidates to adopt counter 
trade сап also be found in Africa and 
South America. 

“The Japanese believe counter trade will 
grow as long as the recession lasts and 
commodity prices remain low. There is 
also the. danger of a weakening of the in- 
ternational trade system, in which case 
each country will begin to resort to defen- 
sive measures such as protectionism and 
counter trade. Loans could be a substitute 
for counter trade for a developing or 
socialist country if its only objective were 
to pay for a desired level of imports, 
though the international credit system is 
already strained enough. 
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It’s hard to be in, - 


unwise to be out 


By Daniel Nelson 

London: The complexities of counter 
trade have inhibited many British com- 
panies from involvement, and British 
banks have also proved cautious. 
“Counter trade is more complicated from 
everyone’s point of view,” a Barclays 
Bank International spokesman told the 
REVIEW. But he also admitted: “In the 
past three or four months I have had more 
inquiries about counter trade than in the 
past five years.” 

That interest in counter trade is growing 
and that there isa need to learn more 
about it is becoming an increasingly com- 
mon view in the City of London. And 
those few specialist banks and counter 
traders that have developed the expertise 
are now reaping the benefits. Most of the 
experience in this area of trade has been 
built up with the Comecon countries of 
Eastern Europe, though the large deals of 
the 1970s involving entire industrial plants 
are now scarce. 

Assessing the full extent of counter 
trade is difficult, partly because of 
problems of definition. The Organisation 
for Economic Cooperation and Develop- 
ment has estimated that counter trade ac- 
counts for some 15% of exports to the 
Soviet bloc. Howard Prothero, a director 
of Emerson Associated, one of the most 
experienced counter-trade concerns in 
London, quotes a figure of 20-30% of total 
world trade. 

Like many others in the business he 
does not think that counter trade will fade 
away even if the recession disappears. 
"It's an additive to the financing cocktail,” 
he said. Developing and some developed 
countries are also turning to counter- 
trade, switch-back or buy-back deals be- 
cause they do not wish to continue buying 
goods from the United States and Western 
Europe while their own products pile up at 
home. Countries new to the field lack 
counter-trading expertise but they know 
that British and Japanese companies are 
prepared to arrange the deals. The feeling 
in the City appears to be that the Japanese 
are unbeatable in government-to-govern- 
ment deals but that in the commercial field 
the British specialists are their equal and 
are the front-runners in Europe. 

Indonesia's counter-trade terms are 
considered stiff. “Asking for 100% 
counter trade is extreme in the world spec- 
trum," said one trader. But he recalls that 
a few years ago East Germany was asking 
— and getting from some countries — 
140% deals. He puts the average of British 
deals at 25% of financing value and there 
are now signs that, despite initial hostility, 
a number of British companies are prepar- 
ing to attempt business on Jakarta's terms. 

Several major companies have also ac- 
cepted what they regard as the inevitable, 
and have established in-house counter- 
trade departments. “If you can't fight 
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counter trade, feature it," David Nevill of 
Cadbury-Schweppes was reported as say- 
ing recently. But a wide scale of opera- 
tion, good contacts and entrepreneurial 
flair are necessary. The pitfalls are obvi- 
ous and were highlighted by an OBCD re- 
port in late 1981, which warned Western 
countries of the risks they take in signing 
counter-trade agreements with Eastern 
bloc countries. The report specifically 
warned against the imprecise language of 
many agreements which could lead to mis- 
understanding and delays. 


he British Government, for its part, sits 

firmly on the fence. “The government 
is fully aware of [counter trade's] useful- 
ness. But it's purely a commercial deci- 
sion," said a Department of Trade and In- 
dustry official. The Confederation of 
British Industry (CBI) is more clearly op- 
posed. Noting that “Asean is not pushing 
it, but it is beginning to take off in mem- 
ber-countries," a spokesman said that a 
CBI trade-policy study had expressed the 
hope that its incidence would be reduced. 


| He was particularly wary of buy-back 


deals. *A company selling textile machin- 
ery abroad can find it used to undercut 
domestic textile production." Percy Pond 
of Emerson also warns about buy-backs. 
The risks include not only breeding one's 
own competition but having, for example, 
to buy back and sell tractors which have 
become outdated in the interim period. 

The rivalry between the specialist trad- 
ers and the newer in-house departments 
was reflected in comments made by Law- 
rence Pierce, vice-president of Panagri 
Trading Corp., | Massey-Ferguson’s 
counter-trade arm. He told the REVIEW 

,that because of their weakness in market- 
ing, developing countries could get “rip- 
ped off [by international counter-traders], 
whereas companies like ourselves want to 
sell our product and to assist them.” 

He added that counter trade had 
created general excitement in the com- 
pany at a time when sales were difficult, 
but admitted that Massey-Ferguson en- 
joyed the advantage of a network of of- 
fices and agents throughout the world. 
This enhanced the awareness of new regu- 
lations and counter-trade opportunities, 
and also meant that local staff could super- 
vise the organisation of the take-back. But 
the company still preferred to deal in pro- 
ducts which could be disposed of within 
the group or to companies with which it 
had a business relationship. 

As one dealer commented: “Without 
such precautions, companies could be 
tempted into the trade and find them- 
selves left with 10,000 left-footed Wel- 
lington boots.” But then, the Swedish pop 
group Abba was reportedly paid in coal 
for a visit to Poland and managed to con- 
vert it back into cash. ш 





Reagan: relaxing the rules. 


And now — 
Uncle Sam's 
sogo shosha 


By Robert Manning 

Washington: The Export Trading Com- 
pany Act, signed into law by United States 
President Ronald Reagan in October 
1982, represents the first move since the 
Depression of the 1930s to allow direct 
banking involvement in trading firms. 
Buoyed by its introduction, American 
firms are slowly moving in the direction of 
export-trading companies — a key feature 
of Japan's powerful sogo shosha. Counter 
trading is expected to be among their 
activities. 

A few American export-trading com- 
panies have been operating since the late 
1970s. And in addition, there are perhaps 
10,000 or more small export-management 
companies — essentially manufacturers' 
agents — in the US. Very few engage in 
counter trade. 

But the Export Trading Company Act 
opens new horizons for US companies — 
and perhaps more significantly for Ameri- 
can banks. The two key features of the 
new law are that it: 

» allows bank-holding companies to 
buy and sell goods as well as to hold equity 
in trading companies; and 

» frees companies engaged in the same 
business — for example coal or textiles — 
from anti-trust restrictions. 

The intended beneficiaries of the new 
legislation are small and medium-sized 
companies which can now — at least in 
theory — join together and compete with 
the large multinationals. Trade analysts 
here say smaller firms have an insular at- 
titude, and the Export Trading Company 
Act is in part aimed at increasing "export 
consciousness." But given that export 
trade can be a relatively high-risk venture, 





st in export-trading companies are 
se with a Pacific-rim orientation: Sec- 
Y Pacific — the first bank to file with 
Fed — and Bank of America. Other 
nks involved include Manufacturers 
anover Trust, Irving Trust and Citibank.” 
‘Sources say a number of medium-sized 
anks — those with assets of around US$2 
өп — in export-oriented cities are ex- 
ted to becomé involved with local port 
horities in export-trading. ventures. 
ong ports mentioned are Seattle, New 
rk, Oakland and Philadelphi i 
nsylvania, a group ш -sma 

























nomies of scale. Some trade Xia 
ect that shippers, insurance firms and 
зе companies’ pension funds will. be- 
ле involved in forming trading com- 
ies and marketing new or existing US 
ucts overseas. 









essional sources see à natural focus 
Asia, in part based on the tradi- 

scination with the potential China 
ket which trading: companies тау 
ore success in penetrating, and the 
countries, "which US companies 
"t exploited very well," опе source 














degree to which US export-trading 
panies will engage in counter trade is 
clear. Commerce: Department offi- 
Oted that most counter trade is gen- 
ed "on {һе other end, not here," par- 
arly in Asia. A Commerce Depart- 
official told: the REVIEW: "I expect 
See more and more less-déveloped 
untries resorting to counter trade be- 
iuse of the debt problem and their need 
ncrease exports.” 
‘Sources at the International Monetary 
und told the REVIEW that the trend:to- 
ds US export-trading companies and 
nter trade is increasing as "the US is 
to compete with the aggressive ex- 
strategy of countries like France and 
pan. The US has been the least or- 
inised of any major industrial power in 
rms of export business." These IMF 
urces pointed out that counter trade is 

















ell. 
Boles and Co. of California, one of the 
rst fully fledged trading companies in- 
lved in export-import and technology 
sfer, counter trade and merchant 
nking, is perhaps a useful indicator of 
direction of such companies. Boles' di- 
or Charles Allen told the REVIEW: 
Being based in California we have a 
rong base in high-technology, agricul- 
ture and aerospace industries. Asia is our 
most important growth area and Asean is 
most important for us. We are already the 
largest traders of Malaysian palm oil and 











to Japan and Asean nations.” 





ouraged by the threat of protectionis | 
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Bangladesh is well behind growth INR because of © 
poor harvests, and its prospects look uncertain і 


Ву S. Kamaluddin T 

Dhaka: The Bangladeshi economy, highly 
dependent on foreign "айй and weather 
conditions, came under severe strain in 
the 1981-82 fiscal year (ended June 1982). 
With agricultural output in decline, gross 
domestic product inched forward by just 
0.9% during the year. In contrast, actual 
GDP growth was 6.195 in 1980-81 and the 
1981-82 target had originally been fixed at 


7%. The chief culprit in the downturn was | 


a decline of 0.6% in agricultural ргойис- 
tion. Agriculture accounts for nearly 55% 
of the GDP. И 

According to . the -annual report for 
1981-82 released’. recently. by the 
Bangladesh Bank (the central bank), 
foodgrain production бате to 14,1 million 
tons in 1981-82 against the target of 16.2 
million tons and compared with 14.6 mil- 
lion tons actual production. in. 1980-81. 
The shortfall in production and increased 


price of foodgrains resulted in reduced | 


government purchases of domestic grain, 
which came to 298,000 tons compared 
with more than a million tons the year be- 
forc. 

Consequently, the public foodgrain 
stock went down to nearly 800,000 tons in 
February 1982 from the comfortable level 
of 1.23 million tons in June 1981. The 
government had to arrange for more grain 
imports. Although a sizable portion of 
such imports. was. covered. by. aid and 
grants, a substantial: amount. of public 
funds also had to be.used for the imports. 

For the middle class, the average cost of 
living in 1981-82 rose by 16.3% , compared 
with a 12.5% rise the year before. But 


later in the year the inflation rate slowed. 


In order to curb the rapid expansion of 
domestic credit and liquidity, the govern-, 
ment reduced ceilings for both public- and 
private-sector borrowings, except those 
related to jute production. As a result, 
domestic credit declined by ТаКа 845 mil- 
lion (US$55.8 million) in the first quarter 
of 1981-82. But taking the year as a whole, 
domestic credit increased by Taka 8:7 bil- 
lion (to Taka 44.7 billion) compared with 
a Taka 8.3 billion increase in the preced- 
ing year. . 

‘Fhe world recession, coupled with wild 
fluctuations in exchange rates, adversely. 
affected exports. In terms of the taka total 
export earnings rose from Taka 11.6 bil- 


lion to Taka 12.53 billion (a level short.of . 


the target by Taka 2.5 billion), but in US 
dollar terms, exports actually fell from 
US$718 million in 1980-81 to US$624 mil- 
lion in 1981-82. Exports of jute manufac- 
tures — the country's main export item — 
increased in volume from 508,000 tons in 











tual earnings declined owing to a fall in 
prices. The average export price of jute 
manufactures in 1980-81 was Taka 11,791 
a ton. This fel! to Taka 10,794 in 1981-82. 
In US dollar terms, the fall'was 26.396; 

The shortfall in exports. “occurred ata 
time when the country’s foreign- -exchange 
holdings had.sunk to a low point, largely 
because of the suspension of the Interna- 
tional Monetary. Fund's extended-fund 
facility and reduced: commodity aid from 
donors. Meanwhile, the value of the taka 
decreased from: Taka: 18.22 to US$1 in 
July 1981 to Taka 21:93 to the American 
currency in July 1982. 


Jmports dropped’ to US$2. 58. billion == 
about US$350 million less than planned. 
The decline would probably -have been . - 
greater but for short-term commercial 
borrowing arranged by the government 
and drawing down of 60 million special 
drawing rights (US$53.9 million) from the 
IMF under the facility for compensatory 
financing of, export fluctuations. Even 
then, the country's convertible foreign-ex- 
change reserves declined to Taka 2.4 bil- 
lion at the end of June 1982. 

'As taxes and duties on imports account 
for a substantial portion of government re- 
venues, reduced imports also meant a cut- 
back in the government's development ef- 
forts. In addition, depressed international 
markets have reduced the profitability of 
many public-sector industries. This forced 
the government to reduce the size of the 
annual development programme by 10% 
to Taka 27 billion. i ; 

On the prospects for 1982:83, the cen- 
tral bank put its emphasis on agriculture: 
It said: “If agricultural production, and 
particularly ‘the атап paddy crop [the 
major cróp, accounting for about 60% of 
total grain production], shows a spectacu- 
lar improvement, substantial additional 
demand will be generated for industrial 
goods. The consequent increase in income 
and. employment in the industrial sector 
will bring about a secondary increase in 
demand for industrial goods.” 

But agriculture's prospects remain un- 
certain. The most optimistic estimates for 
the aman crop this year have been in the 7- 
7.3 million tons range, against the target 
of 7.8 million tons. Unless the:two other 
rice crops — boro and aush — and the 
wheat crop improve substantially, GDP 
growth in 1982-83 is unlikely to reach the 
desired level. The only. bright spot cur- 
rently visible. is а large increase in jute, 
textile and other industries in the private 


| sector, an. increase - which is^ Attributed 
1980-81 to-540,000 tons іп 1981-82, but ac-| E 








ing performance/cost benefits will make you 
< think twice before investing in any tradi- 
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Whether you're considering a communications network for 
today! company or your country, get the facts on Skyswitch 
today! 
Skyswitch adds the intelligence of Super- 
| switch ™ automatic telephone exchanges to in- 
-novative earth station technology. The result- 










-. tional networking system. 

... Superswitch, the world's most 
popular name in business tele- 

phone systems, and Skyswitch 

are designed and built by Mitel, a 

world leader їп telecom- 

munications. 
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Telephone 0-463641-6 ' 
Mitel (Asia) Ltd., re 
Young Ya Industrial Bldg., 
Block A&C, 16th Floor, 
381-389 Sha Tsui Road, 
Tsuen Wan, Hong Kong 
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HE ASIA 1983 
YEARBOOK 





Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia's future.but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
Social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


Announcing The All New 24th Edition 
We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1983 Yearbook 





also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9.95/S/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 
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To: Publication Division, 

Far Eastern Economic Review, 
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Please rush me copy/copies of the Asia 1983 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1983 Yearbook (Soft Cover) i 
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Asia 1983 Yearbook (Hard Cover) | 

Price: HK$130/US$19.95/£1 1.75/S/M$45.50 each 
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what he bia to do, only Zobel knows | 
me of the game at Manila’s influential | for sure. But he is annoyed at the San 
1р. Two major moves during |. 
h have hinted at rationali- 






обе! dh his son casting. the only nega- 
= - the board ү issed a resolu- 
uti 


€ Philippine Islands | po 
-controlled commercial | 
ght out shares in the | d 
ed investment house, 
tment and D ; 


«viu Andres Soriano" 6 stay 

1982 but has been used to 

| ard members access to infor- 

mation regarding San Miguel's opera- 
tions. 

Zobel filed a letter on January 3 
with the Securities and Exchange Com- 
mission in Manila to complain, and may 
want to use his personal shares as a lever 
in fighting the issue at the May board 
meeting. Zobel js now the single largest 
shareholder: at San Miguel, but the 
Soriano group retains control through 
holdings by companies and individuals 
linked to the group. ; 

_@. THE Philippine peso continues to 
take а beating from the US dollar on 
foreign-exchange markets. It is already 
at the P9.30:US$1 mark originally ex- 
pected for February. But since the new 
year, the black-mar 
ceptionally . volatile, on January 13 
reaching. the unprecedented level of 
P10.20:US$1. That morning President 
Ferdinand Marcos called in Central 
Bank governor Jaime Laya, who was in 
bed trying to kill off a stubborn fever 
while simultaneously polishing off his 
year-end report to Marcos, and report- 
edly gave. him a dressing down on, 
among other. things, the fluctuating 





































E two companies (Wak Fargo 
1. Bank of the United States and Japan's 
Mitsubishi Bank each holds 10% of the 
. investment house while the American- 

, owned US Leasing Corp. has 2096 of the 
leasing company). The idea seems to be 
to he bank into regional financing 











o gain entry to push Inter- 
ance, the group's Hong- 
deposit-taking company 
rol over the leasing firm, 
ala’s investment and leas- 
| Jakarta, Singapore and 
‚В had been waiting in 
e pushing for a universal 
Huh espite the fact that its 
as well above the P500 
я [ 4 million) minimum re- | 
: quirement. A few months ago the bank 
` received its approval, which made the 
consolidation scheme timely. BPI has 
become Manila's largest private univer- 
sal bank and now provides Ayala with 
the corporate set-up to coordinate its fi- 
nancial tentacles throughout the Asian 
region. 

The other interesting move was Ayala 
chief Enrique Zobel’s massive personal 
purchase of the Ayala group's 12.4% 
shareholdings in San Miguel Corp., 
worth P212.5 million. Zobel bought out 
the Ayala Corp.'s own 4.9%, the 3.4% 
held by Insular Life Assurance Co., 
2.7% from Filipinas Life Assurance Co., 
and about 1.476 from two other Ayala- 
group members, FGU Insurance Corp. 
and the Filipinas Foundation. The entire 
transaction. was handled by another 
Ayala company, Philsec, and was com- 
pleted within three days (Stockinarkets, 
page 64). The rest of the family interests 
were purchased over the counter, bringing 
Zobel's personal holdings to some 16%. 

' Zobel, who is already board vice- 
:cháirman of San Miguel (part of the 
Soriano group), may be shoring up his 
corporate strength for the San Miguel 
р be held in May. As to 
































not deal with the black market, it does 
deal with commercial banks which may 
| have intervened. But the rate had con- 
tracted to P9.30:US$1 by nightfall that 
day. 

Reasons for the rapid deterioration 
are not clear, but four factors may have 
been involved. New edicts placing a 376 
tax on imports and requiring prepay- 
ment of customs duties may have sent 
technical smugglers to the market to 
help finance their undervalued imports. 
One large buyer of US dollars may have 
gone to the market with a ceiling price. 
There were rumours (which Laya says 
are completely unfounded) that the gov- 
ernment was about to restrict foreign- 
cürrency deposit units, making it dif- 
ficult to keep US dollars intact when 
moving in and out of the country. And 
one final theory was that with Lunar 
New Year around the corner numerous 
debts in Chinatown had to be repaid. 
Whatever the real reason, the peso re- 
turned to about P9.50-70:US$1 on the 






















ate has been ex- | 


rates. Although the central bank ‘does . 


illegal market within 
days. 

e LIKE a maverick maki 
offering, the state-owned - 
National Bank (PNB) is 
the Bankers’ Association 







1981, PNB B president f 
pulled Hie bank out 






ceilings — — “except 
deposits — and Dom 
raising his savings rates 
sion of the BAP. 


slack, acceptable yields are imposs 
current interest costs on deposits. 
PNB controlling about a third of total 
анна in the commercial-banking: 









But. паш die hard, and tho 
Domingo will probably have his wa 
the end, BAP leaders are remaining ui 
committed as to whether they w 
-along. 





















doubts whether the recently 
system of determining prime = 
the US system — will.be worl 
Manila. Bankers say one obvi 
¿drance in calculating a viable 
is the greater regulation enveloping 
banking system in the Philippines, as: 
posed to the free-enterprise base. 
US. For example, the “full and ho 
disclosure" feature of the US prime 
tem is lacking in procedures for corpo- 
rate borrowing in the Philippines. 
Another drawback is the "social 
orientation" of central bank rediscoui 
windows. With prime based on the rat 
triple-A borrowers pay, proven track r 
cords on loan repayments are crucia 
Definitions of prime borrowers in 
Philippines may not carry the same 
“notations, however. Priority proj 
‘with government support may in е ct 
create a good credit risk despite à | 
tractor's historically poor performance 
(ап offshoot of cronyism, perhaps 
More to the point, a large amount of 
‘cheap credit is currently being pushed 
through centralbank rediscount wi 
dows to non-prime borrowers. Even n 
and corn farmers, where ther hi 
incidence of default, use 
status to obtain subsidised 
discount. Just how these: 
affect the rule of prime w 
ing. E 
























































































By Philip"Bowring 

Hongkong: The likelihood of continued 
life being breàthed into the Carrian group 
is receding by the day, as creditor bankers 
dig into the facts and implications of the 
latest volumes of information on the 
group produced by its merchant-bank ad- 
viser Wardley, a subsidiary of the Hong- 
kong and Shanghai Banking Corp. 

Wardley's. 200-page document оп 
quoted Carrian Investments and its pri- 
vate parent Carrian Holdings not only 
presents a very grim picture of their finan- 
cial condition, requiring the most liberal 
of rescheduling agreements to keep them 
going at all; it also reveals a number of as- 
tonishing facts which deserve to attract the 
attention of regulatory authorities and 
which will further complicate any rescue 
plan. These include the fact that most of 
the profits announced by the Carrian In- 
vestments group over the past 13 months 
were never realised, in one case despite 
supposedly carrying a bank guarantee. 
There is also the matter of a HK$32 mil- 
lion (0554.9 million) “investment” in gifts 
of jewellery. 

For the restructuring to succeed, all the 
numerous bank creditors of Carrian Hold- 
ings, Carrian Investments and its listed 
subsidiaries Grand Marine and China 
Underwriters will have to go along with 
the Wardley proposals. (Those in respect 
of Grand Marine were made separately 
[REVIEW, Jan. 20] but without acceptance 
of them, the Holdings and Investments 
proposals cannot proceed.) 

In addition to rescheduling, creditors 
will have to forgo for the time being all 
cross-guarantees. Furthermore, the 
schemes assume that certain capital com- 
mitments and contingent liabilities can be 
kept out of any cash-flow forecasts for the 
time being. Thus, not included are obliga- 
tions maturing between October 1983 and 
March 1984 by Holdings of some HK$396 
million to buy back shares in Investments 
from institutions with which they were 
placed in 1982. 

The Investments scheme would com- 
тепсе on April 1 and last — in the first in- 
stance — until the end of 1985. It would be 
terminated after one year if certain (ex- 
ceedingly modest) repayments were not 
met. Repayments of principal to Invest- 

* ments’ creditors would begin in March 
1984. By the end of that year, 40% of obli- 
gations with a final maturity by that daie 
would have been paid. Carrian Holdings' 
creditors, whose fate is dependent on that 
of Investments, will get no repayment dur- 
ing the initial period of moratorium — to 
end-1985. Interest will be paid as and 
when available. 

The advantages of the proposal for 
those lenders — notably those to Holdings 


. Rescuing Hongkong’s Carrian group looks ever harder 
.as new facts and figures come out in the wash 


— with little or quite inadequate security 
are obvious. Those wbo think their sec- 
urity on properties and ships is adequate 
will have to decide whether to take it and 
run now, or be persuaded in the interests 
of banker solidarity to join the rescue 
party even if it is not in their immediate in- 
terest. 

Not sufficient is known about whether 
those who lent primarily against fixed as- 
sets to the three public companies are the 
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same as those who loaned to Holdings on 
the security of shares, or on nothing at all. 
Holdings had debts at the end of 
November 1982 of HKS1.3 billion. Of 
this, the majority were secured on shares 
in subsidiaries. Approximately 56% of In- 
vestments' 1.01 billion outstanding shares 
have been pledged for loans to other 
group companies. In some instances loans 
carried Carrian group chairman George 
Tan's personal guarantee. However, one 
demand loan — for US$35 million — lacks 
any security at all. The identity of the 
lender is not given, but sources say it is a 
United States bank. Investments lists six 
banks as its principal bankers in its annual 
report, including four foreign ones — 
Bankers Trust, Barclays, WestLB Asia 
and Commerzbank. 

If the big lenders are in all of the various 
Carrian boats, it is possible that they will 
agree to the package and be able to cajole 
the smaller fry into accepting it too. One 


рар ЕУ that if the deal goes through they 
will inject HK$168 million into Invest- 
ments. The Hongkong Bank group would 
also put in HK$250 million, though as that 
would be secured on the best unencum- 
bered asset Carrian has 
Centre in California, valued at HK$400 
million — it would be a mixed blessing for 
other creditors. If the rescheduling went 
ahead but did not in the end secure much 
higher sales proceeds for Investments as- 
sets than would otherwise have been the 
case, the existing creditors at Investments 
would end up even worse off than they are 
now. 

Another doubt hangs over whether or 
not even now, despite massive write- 
downs, assets are stated at current market 
worth. For the purposes of the document, 
Wardley has lopped 20% off August 1982 
estimates of Hongkong property values. 
This may not be enough, even allowing for 
a modest revival in the depressed Hong- 
kong property market over the next year. 
For example, one floor of Bank of 
America Tower (formerly Gammon 
House) owned by China Underwriters is 
now stated to be worth HK$33 million. 
But this is the same reserve price which 
was greeted with derisory giggles on 
January 15 when Bylamson — a Hong- 
kong firm with which Carrian did several 
deals — tried to auction an identical floor 
in the same building. The property was 
withdrawn. 








he rescue plan also assumes that Invest- 

ments will be able to sell HK$942 mil- 
lion worth of properties during this year. 
But these proceeds have been estimated 
not on the "break-up" values used by 
Wardley (which may still be too high) but 
on unstated but substantially higher ones 
“considered by the directors to be realisti- 
cally achievable." Given their past record, 
creditors would be wise to take Carrian di- 
rectors' estimates of anything with a large 
pinch of salt. The media has long been 
used to Carrian group personnel peddling 
misleading or totally inaccurate informa- 
tion as to the health and activities of the 
group. The Wardley document now 
makes clear how much investors at large 
have been misled in the past. 

Even now, the latest rescue proposal is 
contingent on the principals supplying 
more money. But Wardley’s covering let- 
ter admits: “These funds have not yet 
been transferred to Hongkong 
Wardley is not in a position to give any as- 
surance as to the transfer or availability of 
such funds.” This statement comes three 
months after Carrian announced a (sub- 
sequently cancelled) HK$500 million pre- 
ference-share issue at which time the pub- 
lic was told: "Carrian Holdings has in- 
formed [Investments] that it will subscribe 
for or procure subscribers for at least 50% 
of the proposed issue." 

The clear impression was that new capi- 
tal was to be injected into Investments. 
When this particular rescue proposal was 
abandoned at the beginning of January, 
the public was told that in addition to a 
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nt circumstances. " Only 
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to Holdings is | [р 
s shares in its 


'ople's money do not |. 
І hose who read the” 
document. For instance, |. f 


whole Ward 
the revised balance-sheet for Holdings 
provides HK$32 
the value of “oth 
turns out to’ djustment to stock ré: 
cords for. gifts ewellery distributed 
prior to September 30, 1982." Why,'and to 
whom? , 
The Wardley locument also. reveals: 
that most of th ounced profits of the 
group ové past 18 months were never 
realised. An official inquiry is needed to 


investments." This 









discover whether these announcements’ 


were made in good faith or not, and whe- 
ther in accordance with accounting 
principles. 
. These were as follows: 

» The, sale, announced on December 
31, 1980, for HK$481 million of 17.2 mil- 


lion shares in Union Bank at a price of - 


HKS$28 each, generating a profit of 
HK$313 million, which constituted a large 
part of Investments’ total 1981 profit. The 
buyer was Bylamson, à group with which 
Investments has subsequently been re- 
vealed to have close shareholding and 
other links. The purchaser paid a deposit 
which has been forfeited but not the 






Tan's veil 
15 raised 


By Cheah Cheng Hye 

Hongkong: The background of Carrian 
and its chairman George Tan has always 
been a matter of mystery and specula- 
ction. Tan himself has been variously de- 
scribed as Malaysian, Singaporean, and 
as having been born in Sarawak around 


















seen by the НЕМЕ, Tan was born in 
China on December 10, 1933. He be- 
came a Singaporean by nationality, 
„holding | Singapore Identity Card 
No. 1133752. 
He also travelled on a Singapore pass- 
port — No. 118115. This passport was is- 
,sued in Singapore in April 1969 in his 
legal name, Tan Soon Gin, and describ- 
sed him asa esa director, The signa- 


n for diminution in i 





| 1938. In fact, according to documents ` 





"CARRIANINVESTMENTS 

Fixed assets and properties for . 
development 

Investments in subsidiaries 

Investments in associates 

Other investments 

Deferred receivables 

Current assets 






n Current liabilities — 
iDeferred liabilities. , 


< Fixed assets 
, Investmentin Carrían Investments | 
Other investments 

Current assets 


"Current liabilities 
Deterred liabilities 


GRAND MARINE 
Fixed assets 

Current assets 

Other assets oo ow. 


© Current liabilities 
Deferred liabilities. 
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Notes: Exchding all contingent liabilities. 
Some totals do not tally.due to rounding. 
"After deductin 


HK$335 million’ deferred balance. The 
shares remain with Investments. Bylam- 
son’s:default took place: despite Carrian’s 
claim at ћете of the sale announce- 
ment that the deferred part of the. pay- 
ment was “secured by ап unconditional 
bank guarantee," Which bank? Either the 


















now be forced to pay up. Why the silence 
on this? Even allowing for the fact that In- 





ture on the passport is the same as Tan 
usés today. However, according to 
sources, that passport expired in 1974 
and was never renewed — though re- 
newal of a Singapore passport is nor- 
mally a routine matter. 

Tan first came to Hongkong on this 

passport. in. 1969, and the last-recorded 
visit was in June 1972, with permission 
given for a three-month stay. The basis 
for his continued stay in Hongkong has 
not been ascertained. No answers were 
forthcoming either from Tan or from the 
Immigration Department when they 
were questioned about his nationality 
and residence status. 

Tan is described as a Singaporean i in 
Hongkong company-registry | docu- 
ments. Singaporeans are not allowed 
dual nationality, Tan could remain a Sin- 
gapore national and stay on in Hong- 
kong on a work permit. But lack of a 
valid passport would make it difficult for 
him to travel outside Hongkong. 
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a fraction of the cash was received, p 
least of the profits on the sale was. 
ently included in Investments' first: 
1982 nie of HK$327 million 












тый. Ап identical story surrounds ё 
Underwriters property — yet а 
floor in-the infamous Bank of 
tower — allegedly: also. sold:-in 
1982 for HK$60 million, of whi 
million was due in cash by end-Ji 
lt remains. оп China паегу 
books, 
_ These columns long a go (REVIEW 
23, °82) expressed: scepticism abo: 
quality of Carrian’s’ profits and \ 
they were really the result of arm's-le 
deals. But the latest: information 
even more serious questions about 1 
Apart from the large anomalies reve. 
in the Wardley documents, there аге se 
eral lesser ones involving restatements 
and  reclassifications of assets and 
liabilities between Investments and Hol 
ings. These are particularly su 
given the high-powered accounting br: 
brought into Carrian's top m 
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Som creditors. are sai 


turbed by revelations in the document 
that, though otherwise willing to consider 
the rescheduling proposals, they see little 
reason why they should sign away their 
rights under personal guarantees given by 
Tan on many loans. One bank is already 
exercising recourse against Tan in respect 

. of a discounted cheque for HK$8 mil- 
‘lioh: ... , 

The documents, however, give no indi- 
cation of what Tan's assets may be, or the 
scope of his er other principals' beneficial 
holdings in the Carrian group or who they 
may be. However, there are a few clues: 
some companies listed as subsidiaries or 
associates of either Holdings or Invest- 
ment are shown as having pledged shares 
— mostly in Investments — to provide 
loans to Holdings. One of these, Perak 
Pioneer, has been associated with Tan for 
several years. Others include such names 
as Gold Come Co., Deciding Deeds, 
Pabulum, Special Profit and Outwit. No 
direct connection with Tan is evident in 
the first two, and the others appear to be 
registered outside Hongkong. 

All in all, whatever the merit of the re- 
structuring proposals from a financial 
viewpoint — and views are mixed — any 
agreement is beset with legal pitfalls and 
delays which could sink the whole exer- 
cise. The picture would improve a little if, 
as is rumoured, а buyer appeared for 
Grand Marine even for the tiniest price 
and so removed some of the complexi- 
ties. But at best, Carrian is on the pre- 
cipice. 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by category and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 


tool, the Review index will save hours of 
needless searching for information. 


ORDER YOURS TODAY! Only 
HK$115 (US$20) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 


Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$115 (or its equivalent in local currency) 
in payment. 
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Address 














Chinese textiles mill: catching up with the big three. 





TEXTILES 


The warp in the weave 


Failure to agree on exports could upset US-China trade 
relations — and may also sour Shultz' Peking trip 


By Robert Manning 

Washington: The failure of the fourth 
round of textiles talks between the United 
States and China, and the subsequent un- 
ilateral US move to freeze imports of 
Chinese textiles at their 1982 level, place a 
major growth market for the Chinese in 
jeopardy and leave a cloud of uncertainty 
hanging over US-China trade in general. 

The talks were broken off on January 13 
in Peking as both sides, according to a US 
Commerce Department negotiator, “соп- 
ceded that they were too far apart to con- 
tinue." Before the round of talks began, 
the US had revealed that it would impose 
unilateral quotas on 33 categories of tex- 
tiles affecting 60% of exports to the US if 
no new agreement was reached. China 
was disturbed by both the timing and the 
specific nature of the US announcement, 
according to Commerce Department offi- 
cials. 

The latest round of talks sought to reach 
agreement on a new pact to replace the 
1980 agreement which expired on De- 
cember 31, 1982, and with their failure, 
unilateral quotas retroactive to January 1 
have gone into effect. US officials say this 
is a standard procedure during interim 
periods when bilateral agreements have 
not been reached. 

China is the fourth-largest supplier of 
imported textiles to the US, closely fol- 
lowing the "big three" — Hongkong, 
South Korea and Taiwan — and Chinese 


exports to the TIS 4 wint for hour 250. 


© Hl ii 
though the US move seeks to limit 
Chinese textile exports to the 1982 level, 


several categories of textiles were frozen . 





at the actual trade level, which in the case 
of print cloth and men's knitted shirts and 
trousers were below the quota levels. This 
means that the 1983 levels of print-cloth 
exports will be reduced by about 40% , and 
those of men's knitted shirts and trousers 
by about 20% until a new agreement is 
reached. China was holding out for a 6% 
annual growth-rate limit, while the US 
offer was believed to have been about 1.5- 
2%. Asked about these figures, US trade 
officials told the REVIEW: “Our offer was 
considerably more generous than what we 
give Hongkong, South Korea and 
Taiwan." The US limit on growth rate 
from those nations is about 1% a year. 

China sold 619 million sq. yds of textiles 
to the US in the first 10 months of 1982, 
compared with 867 million sq. yds for 
Taiwan, 788 million sq. yds for Hongkong 
and 717 million sq. yds for South Korea. 
But Peking has been catching up at a 
phenomenal rate over the past few years. 
China increased its textile exports to the 
US by 40% in 1980 over 1979, by 73% in 
1981 over 1980 and by 32% over 1981 in 
the first 10 months of 1982. 

But in light of the protracted recession, 
with protectionist sentiment on the rise in 
the US and with a powerful and be- 
leaguered — textile-industry lobby іп 
Washington, the administration of US 
President Ronald Reagan is trying to get 
the message to Peking that its proposed 


| growth rates for а new agreement are at 


the limits ol what political and economic 
traffic will bear. 

US trade officials played down the im- 
pact of the failure of the talks, pointing out 
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Long-term sugar-export contracts at 
guaranteed prices have helped two 
Philippine sugar-milling companies. The 
net income of o Medellin Milling 
Co., part of the Jardine group, increased 
6.6% to P11.6 million (US$1.2 million) 


in the year ended Sept. 30, 1982, from 
P10.9 million in the preceding fiscal 
year. Meanwhile, Central Azucarera del 
Pilar of the Elizalde group made a net 
profit of P223,678 against a net loss of 


P4.26 million the previous year. In the 
periods covered by the two firms' earn- 
ings reports, the average world sugar- 
market price to 9.92 US cents 
from 25 cents a Ib. However, half the 
Philippines’ export sugar has been pre- 
sold over a four-year period (ending in 
1984) to overseas buyers at prices aver- 
aging roughly 22 cent a Ib. Increased 
production was a factor too. Output ex- 
panded to 708,561 piculs (1 picul is equal 
to 63.25 kgs) from 698,351 at Bogo Me- 
dellin and to 700,308 from 504,745 at 
Central Azucarera. © — LEO GONZAGA 


Union uplifted 


Government aid and a conservative 
lending policy paid off for Union Bank 
of the Philippines, formerly part of the 


that similar impasses and unilateral quotas 
had occurred after talks in 1979 and 1980. 
Several officials told the REVIEW that they 
doubted that the textile-trade dispute 
would spill over into other areas of US- 
China trade. Christopher Phillips of the 
National Council on US-China Trade 
said: “I don't see any immediate impact on 
the larger trade picture, but this is part of 
the bigger problem of protectionism. We 
have had problems like this before in 
other areas.” 

Francis Ruzicka of the office of the US 
Trade Representative said he still ex- 
pected to reach an agreement with the 
Chinese and indicated that both sides are 
willing to enter a fifth round of talks some 
time after the visit to China of US Secret- 
ary of State George Shultz in early Feb- 
ruary. 


pot top textile negotiator, Li Deng- 
shan, warned that China will react 
strongly to the US unilateral moves, à 
view that was echoed in the People's 
Daily, which said that US-China trade re- 
lations would suffer if Washington main- 
tained its curbs on Chinese textile im- 
ports. (On January 19, Reuter news- 
agency reported that China said it would 
immediately stop approving any new con- 
tracts for importing US cotton, synthetic 
fibres and soyabeans this year.) 
Ironically, there is an echo of the US 
grievances against Japan's allegedly 
closed markets in China's argument 
against US market limits. China maintains 
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Bancom conglomerate. In its first 11 
months .(January-November 1982) of 
commercial banking operations, Union 
Bank realised a net income of P25 mil- 
lion (0582.8 million) and declared а 
1496 cash dividend in favour of holders 
of preferred shares. The main be- 
neficiaries will bé Land Bank of the 
Philippines and the Social Security Sys- 
tem (SSS), both owned by the govern- 
ment. They invested P 150 million each 
in 1981 when Union Bank was taken 
over by the government from Bancom 
and was recapitalised to enable it to 
move from savings to commercial bank- 
ing. Land Bank and the SSS will receive 
P10.5 million each in dividends. Union 
Bank's operation remains supervised 
and monitored by representatives of the 
Central Bank of the Philippines. Most of 
its major loans have been to prime bor- 
rowers. Its deposit base has expanded 
from P260.9 million to P 1.01 billion. 

— LEO GONZAGA 


Hardie holds steady 


Australian  building-materials . group 
James Hardie Industries Ltd reported 
flat net profits of A$18.2 million 
(US$17.7 million) for the six months to 
Sept. 30, 1982, compared with A$18.1 
million earned in the same period the 


that it actually ran a “textile deficit” of 
US$450 million in 1981 due to large im- 
ports of US cotton and synthetic fibres, 
and last year ran an overall trade deficit 
with the US of about US$650 million. But 
US officials counter that textiles are a par- 
ticularly sensitive sector politically — 
something, they say, Peking will simply 
have to learn to accept. 

Overall US-China trade has been grow- 
ing rapidly, reaching US$4.8 billion for the 





Shultz: textiles are not on the agenda. 


previous year. The steady profit was 
earned on group turnover which rose 
10% to A$508.6 million. The group's 
performance was hit by the slowdown ffi 
economic activity, combined with higher 
interest costs, which rose to A$16.5 mil- 
lion, up from A$14 million previously. 
In addition, the depreciation provision 
was raised to A$13.5 million (A$11.8 
million previously). Minority interests 
rose to A$1.9 million, while there were 
extraordinary losses of A$1.3 million. 
Directors have declared an unchanged 
interim dividend of 11 A cents per share, 
to be paid on the capital enlarged by a re- 
'cent one-for-four bonus share issue. 


— BRIAN ROBINS: 


Profitable containers 


Australian container group Fibre Con- 
tainers Ltd boosted its net profit 65% to 
A$3 million (US$2.9 million) in the year 
to Oct. 31, 1982 on turnover which rose 
1695 to A$124.9 million. The group's 
pre-tax profit jumped 81% to A$5.3 mil- 
lion with the tax bill doubling to A$2.3 
million. Following the improvement in 
group fortunes, the final dividend has 
been doubled to 4 A cents per share, giv- 
ing an annual payout of 7 cents per share 
(4 cents per share previously). A 

— A CORRESPONDENT 


first 10 months of 1982, according to US 
figures. Phillips predicts that US-China 
trade will grow by about 15% in. 1983, 
with US sales of manufactured goods com- 
prising a large part of the increase, ex- 
pected to boost US sales to China by about 
US$500 million to US$3.5 billion. 

The textiles dispute will deprive China 
of a major growth market for a key export 
sector and .forcign-currency earner. 
Perhaps as significantly, it comes at a time 
when US-China relations continue to be 
strained in the aftermath of last August's 


joint communique setting a framework for | 


US arms sales to Taiwan. Moreover, 


China has been disappointed by the fail- 
ure of the US to deliver on exports , par- _ 


ticularly in the energy and high-technol- 
ogy sectors. China had hoped to acquire 
nuclear technology, sophisticated com- 
puters and integrated circuitry, which 
have not been forthcoming. This appears 
in part due to ambiguity in US export-con- 
trol policy, which in theory treats China as 
a friendly nation, but in some categories 
places it on the export-control list along 
with Soviet bloc nations. 

Although there has been speculation 
that the textiles issue will be on the agenda 
during the Shultz visit, US trade officials 
say that the plate of issues is too full for 
textiles to come up at that level. But US 
exports of high-technology products are 
likely to be discussed during the Shultz 
visit; and the textiles dispute will undoubt- 
edly affect attitudes during this important 
Asia trip. 




































тёп markets-continued to firm in the 
period« to Jan. 17. Manila was the. 
ongest performer, with mining issues 
ain the target of interest. Singapore, 
Aglaysia and Hongkong rose on increased 
оште. Bucking the trend was Tokyo, 
here. caution set in following recent 
агр gains. : 


ala Lumpur 

The market posted strong gains on high 
urnover, thanks to renewed interest in 
mmodity-based shares and the .influ- 
nce of Wall Street's strength. Frasér's In- 
ustrial Index gained 100.32: poirits, or 
9%, over the period to close at 2,652.08. 
Aost analysts were optimistic about the 
iarket's prospects, at least for the im- 
ediate future, though some’ cautioned 
at much would continue to depend on 
the trend in New. York. - 


ingapore - 
he strong market that developed late. in 


"previous period continued unabated, 
h volumes gained. only modestly 
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i SINGAPORE 
Fraser's industrial index 


Janette 
Jan. 12 : 





with the. exception of the final. session. 
Fraser's Industrial. Index finished. at 
4,345.5, a-gain of nearly 200 points, or 
4.5%, over the. previous «period. The 
Straits Times Industrial Index rose more 
than 28 points to close at.760.95. Local 
analysts are now hoping for further ad- 
vances, but much is thought to depend on 
Wall Street. Volumes. were 6-8: million 
shares a day for.most of the week, jumping 
to nearly 15 million in the final session. 
Gains were broad, though analysts singled 
out plantations because of investors’ re- 
vived interest. САСА 
Tokyo . T 

The Nikkei-Dow Jones Average closed al- 
most 90 points lower on the period: Selling 
pressure had been building up às a. result 
of renewed doubts about corporate profits 
and other fundamentals. Brokers sought 
vainly for.good news, though individual 
investors ‘still remained ‘active traders, 
keeping turnover buoyant. Blue-.chips 
were generally not centres of investor in- 
terest but metals and mining counters ap- 
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preciated а 
rose. The mood on the Tokyo Stock: Ex- 
change has, however, become darker, and 
a further decline would not be surprising. 


Bangkok | 

Prices moved erratically, Sentiment was 
helped by the Bank of Thailarid’s move to 
reduce official discount-tates and so lower 
commercial banks’ lending: and deposit 
rates. The short-term outlook for cheaper 
funds seems bright since the government 
itself is looking at ways to lower doniestic 


interest rates to spur new investment and 


stimulate the economy. Cements .bene- 
fited from the news and banks. also en- 
joyed an upward ride. Average daily türn- 
over was Baht 23.4 million. (US$1 mil- 
lion). The Book Club Index posted a gain 
of 1.15 points to close at 109,77; 


Hongkong 


· The market continued to gain ground, with 


the Hang Seng Index closing at 874.49, up 
29.34 points, or *.4796; for the period. 
The most significant: feature. was the. in- 
creased volume, averaging -HK$226 mil- 
lion (US$34.7 million) a day. Brokers said 
this reflected the new bullish undertone to 
the market following weeks of drift: They 
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hat much. of the buying. was by 

"institutions. Further bad news 
to troubled property developers 
Carrian and Eda seems to have 


composite share-price index closed 
eriod at 121.36, a slight gain of 0.66 of 
ver the previous period. But the 
s seen as bullish anc’ more than 14 


ge basis. Analysts cited two positive 

tors — active participation in the mar- 

by institutional investors and general 

yptimism for the.recovery of the domestic 
economy recently M ae by offi cials. 


For the second straight period Korea 
Electronics shares advanced, finishing at 
Won 1,149: AUSSI 53): 


| ГА and B shares 
chang d hand n Jan. 13 in three cross- 
ctions were handled by 

"the stockbrokerage . 

a Group, and the buyer 

















was believed to-be the group's chief, En- 
rique Zobel; the sellers were also said to ` 


be members of the group. The deals could 
have involved a consolidation of various 
corporate holdings in San. Miguel. The 
lure of mine!shares listed. both here and 
overseas: diminished: somewhat as some 
short-term investors opted to take profits. 
But the price trend. was still upwards. With 
positive fundamentals, the market seems 
set for a continued strong performance. 


Australia 


In a period of patibolidation after recent 
sharp gains, ‘the bullish trend was main- | 


tained. The Australian - All-Ordinaries 
Index. rose 6.9 points to close at 533.1. 
Overséas investors’ interest remained fo- 


| cused on mining: stocks. Oils were. less 


popular though they firmed in'sympathy 
with the stronger performance. Banks fell 
on. the - announcement that selected 
foreign. banks. will. be allowed to start 
fully fledged commercial POPE өреп 


| tions within Australia. 


New Zealand 


Prices recovered strongly as the tradi- 
tional January rally picked up pace. Vol- 


| ume was notably heavier thàn normal, 


179 
177 
2:88 
035 
0.84 
212 
125 
205 
148 


with high turnoverin explorat 
the gold price firmed andin 
ahead to extensive offs 
-scheduled for 1983.:.So 
price rises have already occurre 
Challenge's share price respoi 
clinching of its massive deal to b 
Zellerbach Canada. 


Taipei 


The market remained buoyant. asthe 
age weighted price index gained 
_ to close at 455.35. Average volum 
NT$578 million (US$1 
Analysts say investors.are removini 
money. from the market than is 
ahead of the Lunar New Year. Thi 
cause ofthe central bank's more т 
monetary policy and becaüse manufactu 
ers, stuck with high inventories, have 
duced demand for revolving capital. ' 
central bank has also been buying US dol 
lars Оп the foreign-exchange market to 
to stem the rise of the NT dollar. 
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Honda places high value - 
on international cooperation. 


Good customers often make good partners. 
Honda operates on this rather unique philosophy. 
That is why thousands of people in 29 countries 
today make a diverse array of Honda products in 44 
local plants. 

Cooperation forms the basis for these facilities. 
Honda works closely with local communities to 
assure success. Extensive technology transfers main- 
tain high Honda quality standards while providing 
employees with new technical skills. All employees work happily as full members of 
the global family. The harmonious Honda approach stimulates local economies with 


new jobs and parts purchases. This friendly international 
cooperation provides customers enhanced total service. 

Who promotes international harmony as a way of life? 
D ' | - 4 
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Sheraton. 
wins on style 


"Its been said that Рт one of the most exciting 
soccer stars ever. Through practice and dédication 
I developed my own unique style, 

a winning style. And I admire 

others who have the “ 
dedication to develop а 

winning style of their own.” 


And like frequent guest Pelé, 
we're sure it won't take you long to see how 


Sheraton wins on style. ' 
From the moment you walk inte Our ~ 

lobbies you'll see why. From traditional to 
modern, every Sheraton Hotel says com- 
fort and stylein its own special way. 
From. breakfast in your room, to dinner 
in one of our fine restaurants, Sheraton 
caters to your every need. 

So wherever your next trip may 
take you, make sure you come to 
Sheraton, and see for yourself how 
Sheraton wins on style. 


Sheraton Hotels 
Worldwide (S), 





Make your | Learn More Abo 


reservation 
to stay 


in style 


With just one call we can immediately con- 
firm your reservation to stay in style, in any 
one of the more than 400 Sheraton Hotels 


worldwide 


We do it with our sophisticated on-line 
computer reservations system. So with one 
call, your questions are answered, your res- 
ervations and requests are confirmed, and 
you can even book a year in advance 

So call Sheratons Reservatron Ill now 
And make your reservation to stay in style 


VIENNA, AUSTRIA 
BRUSSELS, BELGIUM 


0222/54-21-32 
02/219-45-96 


COPENHAGEN, DENMARK 01/19-17-00 
LONDON, ENGLAND 01/636-6411 
PARIS, FRANCE 06/079-2800 
DUBLIN, IRELAND 01/728188 
MILAN, ITALY 2/654051 
AMSTERDAM, 

NETHERLANDS 020/43-48-74 
OSLO, NORWAY 02/41-69-95 


BARCELONA, SPAIN 
MADRID, SPAIN 
STOCKHOLM, SWEDEN 
GENEVA, SWITZERLAND 
ZURICH, SWITZERLAND 
DUSSELDORF, W. GERMANY 
FRANKFURT, W. GERMANY 


03/317-50-68 
01/401-20-04 
08/22-94-55 
022/210093 
01/302-0828 
0211/498921 
0611/295306 


HAMBURG, W. GERMANY 040/442597 
UNITED STATES 800-325-3535 
HAWAII 800-342-1541 
EASTERN CANADA 800-268-9393 
WESTERN CANADA 800-268-9330 
MELBOURNE, AUSTRALIA 63-6741 
SYDNEY, AUSTRALIA (29-2222 
SINGAPORE ..... 235-4941 
OSAKA, JAPAN 06/314-1019 
TOKYO, JAPAN 03/264-4270 
MEXICO CITY, CANCUN (905)-533-4722 


Sheraton Hotels 
Worldwide ©, 





If You Want to 
ut- 

Reaching Asia's 
Frequent Business 


Travellers We'd 


Like to Give You 
the Plane Facts! 


When it comes to reaching the heavy fre- 
quent travellers, the Far Eastern Economic 
Review soars above all the rest. 


At present most of the world's leading airlines 
that have routes in Asia use the Far Eastern 
Economic Review regularly as a primary ad- 
vertising medium. Why? The answer is simply 
because the Review reaches the highest au- 
dience concentration of heavy frequent inde- 
pendent business travellers of any regional 
publication in Asia today. And does it more 
cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letter- 
head and we'll be glad to send you a copy of 
the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- 
tional Research Associates. 


Address your 

inquiries to: 

Mr C. H. Stolbach, 

Far Eastern Economic Review, 


GPO Box 160, 
Hongkong. 


FAR EASTERN lll ECONOMIC 


review 


For advertisers who 
take Asia seriously 








LETTER FROM KERALA 


he state of Kerala, a long strip of land 

hugging the southwestern coastline 
of India, is one of the most beautiful 
“Statesin the country, with its rolling hills, 
green paddy fields, palm trees and 
white, sandy beaches. It is also one of 
India's smallest states, with 1% of the 
nation’s land supporting 4% of its 
people. 

For this reason, among the state's 
principal exports — tea, coffee, rubber 
and spices — must be counted one other: 
people. With their high literacy rate 
(65% as against the national average of 
30%) and their reputation for industri- 
ousness, Keralans have traditionally 


Keralan fishermen: traditional ways are dying. 


been in demand as “guest workers" both 
within India and outside. 

People from this state have served 
British commercial interests in South- 
east Asia and the Pacific islands, and a 
good number of them have made their 
homes there, particularly in Malaysia, 
Singapore and Fiji. Of late, their search 
for new opportunities has led them to the 
Gulf in the wake of the oil boom. They 
work there as masons and carpenters 
and in a host of other skilled sectors sup- 
plementing the construction industry. 
Some are in the service sectors as 
accountants, bank clerks and nurses. 

Almost always they send home 
money, sometimes they help a relative 
or two emigrate. No matter what they do 
in the Gulf, there is money in it, was what 
began as a trickle of emigration a decade 
or so ago has turned out to be a major 
exodus of skilled and unskilled workers. 
People in Kerala term this phenomenon 
the Gulf boom, and it supports 
thousands of families, directly and indi- 
rectly. 

Directly, the support is derived from 
an estimated 207,000 migrant workers 
who remit money to the families they left 
behind. Working conditions in the Gulf 
countries forbid the workers, especially 
those in the construction industry, to 
take their families along with them. The 
remittances these families receive is said 
to have touched the astronomical figure 





of Rs 5 billion (approx. US$550 million) 
last year. As a result of this, major na- 
tional banks vie with one another to 
open branches in remote villages to woo 
potential depositors, sometimes even of- 
fering safe-deposit facilities. 

To the dismay of many bankers, these 
facilities are used only to store land title- 
deeds or gold jewellery, two major in- 
vestments of the Gulf “petromoney.” A 
recent survey observed that these people 
have more faith in gold and land than in 
the productive sectors of the country. 
Very few divert even part of their remit- 
tances into stockmarket investment. 

But nearly all of them own land, and 

the Gulf boom has 
led to skyrocket- 
ing land prices in 
the — state. In 
Kozhencherry, à 
small town 15 kms 
off the highway 
that runs through 
the central part of 
the state, land is 
selling at Rs 75- 
100 per sq. ft — a 
figure that is mind- 
boggling to the 


High-class housing in Cochin: prices are soaring 





average middle-income family in the 
state. The urban areas command a 
higher value, and it appreciates if the 
land is in the vicinity of a public institu- 
tion like a hospital, school or college. 
Residents who could not *make it in the 
Gulf" or are not Gulfites (as the retur- 
nces are addressed these days) are said 
to be selling up to make a profit and then 
moving to other states. The Gulf boom 
has divided the population in an 
economic sense and in a cultural sense. 


he recent sprouting of travel agents, 

employment bureaux, taxi operators 
and money-changers — both genuine 
and illegal — stands witness to the 
number of people making a fast buck out 
of the boom. But the latest addition to 
the list is more ominous — the services of 
psychiatrists and mental hospitals. A 








leading national 
news magazine re- 
ported on this 
under an approp- 
riate headline: 
"The mental 


| gulf.” 


Now people talk 
of the psychiatric 
boom as а corollary of the oil boom. The 
director-general of health services in 
Kerala announced that the state had the 
highest number of mental disorders in 
the country, with 8,970 patients admit- 
ted and treated last year in its three 
mental hospitals in Trivandrum, Trichur 
and Calicut — the three metropolitan 
centres that dominate the influx of Gulf 
remittances. And more than half of 
these mental disorders are said to have 
occurred in the Gulfite families. Tragi- 
cally, a good number of the reported 
cases 'are those of women aged 15- 
25 

Most of them enjoy married life for 
only a couple of months before their hus- 
bands return to work in the Gulf. The 
mental stress of the separations, and 
long ones at that, coupled with incom- 
patibility with their in-laws, have been 
the main factors in 
producing mental 
breakdowns. Di- 
vorce rates and 
petitions for legal 
separation are also 
unprecedentedly 
high. 

And another 
disturbing factor is 
the very high rate 
of juvenile delin- 
quency, especially 
among youngsters 
who һай from 
families who have 
now become the 
nouveau riche on 
Gulf money. Drug 
addiction among 
college students is said to be rampant, 
and has become a dubious status symbol 
among many students. In short, the so- 
cial fabric which has held the state to- 
gether in the often turbulent years since 
its foundation in 1956 is beginning to 
wear thin, giving rise to a new ethos that 
is totally alien to the traditional values of 
the people. 

It has now become obvious that riches 
do not buy happiness — and it appears 
that riches of this imported sort do not 
buy long-term prosperity either — as 
evidenced by Keralans' reluctance to 
invest in their own state, and the reluc- 
tance of outsiders to invest in Kerala, 
partly because of the brain (and brawn) 
drain. And now many are beginning to 
ask whether it is not time that Keralans 
at last looked inward instead of forever 
outward. — SONNY MATHEWS 
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E LETTERS 


Gifted professionals 


[he Hongkong Government's decision to 
reassign all its top Trade and Industry Dc 
partment officials in one swoop [Travel- 
ler's Tales, REVIEW, Dec. 10, '82] is bad 
news not only for Hongkong's key indus 
trv but also for the international system 
that regulates trade in textiles and cloth 
ing 

The department's three top leaders 
William Dorward, Lawrence Mills and 
Peter Tsao along with five of their dc 
puties are being moved out to other posts 
Each of the three has over 15 years’ ex 
perience of the textiles and apparel indus 
tries and they have participated personally 
in most of the international negotiations 
that have been crucial to that trade 

This has permitted them to develop а 
sensitivitv for the politics of textiles 
When the United States chief negotiator 
leans across the table and threatens that 
his own industry insists on cuts in sweater 
imports, and will go to the US Congress if 
Hongkong refuses. people like Dorward 
Mills and Tsao are able personally to as 


sess how credible the threat is 





Experience also produces valuable 
technical expertise, for instance in devis 


in 
^^ е. 
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ing operating mechanisms like Hong 
kong's export authorisation system, which 
has helped circumvent potential interna 
tional frictions. The department hashandl 
ed its complex tasks with à remarkably 
small corps of professionals. And their 
long vears of specialising їп designing 
trade-restraining ag 


ements in such а 








way as to satisfy the most pressing needs of 
the importing government, with the least 
possible damage to the exporters, has 
earned wide international respect 

Му research has taken me to Latin 
America, Asia and Washington, where I 
have spoken with many of the department 
officials’ counterparts. I have noticed that 
many contacts volunteered words of re 
spect for the Hongkong representatives, 
naming them as world leaders in this sec 
tor. Officials of other exporting countries, 
with interests partly in competition with 
Hongkong's. have often still preferred to 
let Hongkong face the big bovs first, to sec 
what the old hands get. Experienced 
people in Washington too mention that 
they value dealing with Hongkong in par 
ticular 

^n adversary who thoroughly under 
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This composition in batik, a beautiful traditional 
art-form, portrays a scene from Indonesia’s rich and 
dramatic folklore. It shows the simple generosity which is 
so much a part of the Indonesian tradition. In Indonesia 

such warmth comes easily. It comes straight from the heart 
— which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 
the difference between mere 4 
service and service that comes 
straight from the heart. 

It’s what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138. 

Jakarta, Indonesia. Telephone: 323707. 

Cable: HOTLSARIP ACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM t Golden Tulip Worldwide Hotel. 








For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 

Other Pan Pacific Hotels are Hawaiian t, Le Lagon, Seoul Tokyu, 
Kyongju Tokyu, Indra Regent, Royal Cliff Beach and Sonargaon, 

Operated by Tokyu Hotels International. 


McCANN HSP/0086/82 
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do, they hi 

refuse to sacrifi 

any more than necessary == eh those of 
H ngkong ~~ an international system can 


ecretary Eric Ho has done a 
as trade negotiator himself, during 
ying times of 1971. But it is a tough 

act to follow. 

i ubtedly there were local adminis- 
rative reasons for making the changes. 
Even so, it is difficult to imagine reasons 
that would outweigh the potential costs, at 
least for a few years. Further, one won- 
ders why, if they all had to be moved, the 
new leaders © ot have been brought 


arn on the job from the - 


! perhaps the move is an odd puse to 
ractice of. thi in 


rovince to pro- 

hem from building up.a 

ituency that wo 
er to rival tose at the top. 


JOHN ODELL 
Associate Professor 


Los Angeles University of Southern California 


The lawless seas 


ny Koh of Singapore is an extra- 
nary young diplomat, but his law-of- 


convention is meaningless without | 


the United. States, 

pan àitain and West Germany. It may 
as you contend [REVIEW, Jan. 6], that 
apan and other holdouts will eventually 
sign. I think it is more likely that Japan's: | 
"face-saving concession" to US President - 
Ronald Reagan is a stall.for time to con- 
jure up face-saving reasons for not sign- 
ng. Japan h 
| ng the € vention {һап 


oval of a certain of nations (a 
ium on the killing of wliales 15 
Jointless. if the Soviets ignore it). In- 


lonesia's “golden pond" merits some sec-- 
nd: thoughts. If indeed the law of the sea | 


'ecognises Indonesia's claim to.all the seas 
Jetween and around its sprawl of islands, 
me look at a world map is enough to see 
he unhappy potential for territorial grabs 
ind armed conflicts. 
еге is à certain obvious sense to the 
donesian and Philippine claims to spe- 
al int rests in their inter-island waters. 





give them enough |. 


те compelling | 





ep pro- | 


cess, “as ‘much maritime Sovereignty as 
they can expect to have at this time, given 
the traditional interests of neighbours, 
shipping and naval powers. 

It is important that we make a start in 
preserving and equitably sharing the re- 
sources of the seas. But the sheer com- 


{ plexity of the task will defeat any attempt 


at an omnibus treaty. Koh would do better 
to use his unquestioned leadership and lau- 
thority to begin building a series" of 
treaties, covering specific issues — some 
might be done on a regional basis. The 
tricky seabed mining problem should defi- 
nitely be tackled on a regional scale. 

New York DAVID DeVORE 


Prosperous saving 


Your article on Japanese fund-manage- 


ment performance [REVIEW, Jan: 6] con- 
tained some apparent discrepancies. You 
state that Save and Prosper Japan Growth 
Fund showed offer-price performance of 
31% in US dollar terms over the five years 
to the end of November 1982, while 1 
maintain the actual figure was 57.8%. 


End Nov.'77 End Nov.'82 
83.6p 1483р 
1.816 1.615 
1.518 2.395 © 


Offerprice - 
LUSS ехспайе: rate 
Offer pricein US$ 


In addition, I would point out that you 
are comparing the performance of an au- 
шош. ман trust agai 


those. of 





neither of which appl 
Furthermore, Iwo d 


I am intrigued by the revelation 
Bowring’s article. Catch а falling 
[REVIEW, Jan. 27] regarding a HK$32 
lion (US$4.9 million) “investment” 

of dei Бу, the Carrian Grou 


ble to ascertain depended 


ly 
the said investment met with the 
of the auditors concerned and, if so, wh: 
action the council proposes to take. 


HLS: 
Hongkong Soo Pui Chen & Co, 


Uninfluential 


In my report Talking turkey [REVIE 
Jan. 20], a processing error gave the m 
leading impression that Hanoi was 
position to influence current negotiations 
between China and the Soviet Union 
fact, what I wrote concerned the influi 


which the talks might have on Viet 


Bangkok 


—. . ASSISTANT EDITOR, 
CULTURAL AND SOCIAL AFFAIRS 


"The Far Eastern Economic Review is looking for an 
Assistant Editor to develop coverage of Asia-wide cul- 
“tural and. social affairs. He or she will be expected to 
commission, edit and write articles on intellectual, liter- 
ату and artistic developments in the region, particularly 
as they relate to broader social i issues. The job will aljo 
involve general sub-editorial duties. | 


_ The successful candidate may currently be working as a 
journalist, an academic, or a book editor. In addition to 
fluency in English, he or she will be expected to be fami- 
liar with at least two major Asian cultures, and have a 
broad interest in others. He or she will also have an abi- 
lity to develop contacts around the region to identify 
subjects of interest and commission appropriate writers: 


Please write to the Editor, GPO Box 160, Hongkong. 





Two magnificent duplex apart- 
ments are being offered for sale in a 
superbly restored Regency building 
on Park Lane,one of Britain's finest 
locations in the heart of London. 

There are sweeping views west- 
ward over Hyde Park, and the building 
has been finished to the highest 
standards. 

Features include: 

Resident Porter; Lift; Impressive 
Entrance Hall; Video Security System; 
AEG Kitchen Equipment; Central 
Heating. | 

‚ The apartments are offered on a 
Lease expiring on the 25th December 
2050. 


Apartment One 
Reception Room; Dining Room; 
3 Bedrooms; 3 Bathrooms; Kitchen; 
Cloakroom; Sauna; Swimming Pool. 
Offers in the region of £800,000 
sterling are invited for the Leasehold 
Interest. 


The Penthouse 

Large L-shaped double Recep- 
tion Room; 3 Bedrooms; 3 Bathrooms; 
Dressing Room; Kitchen; Cloakroom; 
Roof Terrace. 

Offers in the region of £700,000: 
sterling are invited for the Leasehold 
Interest. 


For further information 
and appointments to view contact 
The Joint Sole Agents: 


AND rg | 
61 PARK LANE, LONDON W1 3TF 
Telephone: 01-493 1401 Telex: 893433 


DE GROOT 
COLLIS 


93 KNIGHTSBRIDGE, - 
LONDON SW1X 7RB ... 
Ша 01-235 4166 Telex 895 





National bankruptcy i is the dramatic term used 


asingly often in Japan to describe the state |: 
of the public finances. Faced with a big and - 


idly growing budget deficit, the government: 
rime Minister Yasuhiro Nakasone has had to 


bandon the pledges of 


it bonds by the end. 


984 — and is becoming more pes- 


гоѕресіѕ for slashing go 
only way out seems 
e in taxes — possil 


“value-added tax. But i 


late Бапа ta Ine Ohira to its knees 
dilemma and whatever is done could. 
| Japan's already uncertain short-term ` -growth 
cts, reports business-editor Anthony Rowley. ‘Meanwhile, 
one’ s less-restrained attitude towards Japan's future military 
e promises to burden the creaking national finances even further. 
okyo bureau chief Mike o Thar кы. Japan's new attitudes to- 


P isi defence: ороо 92 


аде 1 10 
apanese Prime Minister ‘Yasu’ 
asone scores a hit with his 


end Ron in the United States, | w 


ome at home wonder if he 
ised too much, too soon... 


e suicide of Japanese politician 
chiro Nakagawa- is emerging. 


‘Sensitive’ issues come out into 
he open іп an extraordinary | 
academic deb Si 


Regional Affairs 
eign: relations: Hi, Ya 
Ohayó, Ron! 
“A bureaucratic backlash 
Japan: Death without honour 
Thailand: The drummer ignored _. 
_ Malaysia: Perils of polarisation 
s Boost for.a star performer 
India: Polling under pressure 
Kong: Off to a slow start. 
: Heal h: The wings of death 
“Diplomacy: Zhao's African | 
odyssey : 
212 Fading friendships 
Pakistan: Zia flies high 
Bangladesh: A tender judgment 
tine law The court 








‘| Chinese Premier 





Business Affairs ; 


| Finance: The GAB 





india’ s troubled Assam state re-. 


pr 
paren for ше seein that. cmd 


Раде 2 
A new Hongkong pressure group 


! - gets a cold response. 
ttle by little, the tragic story. of. 8 Р 


Pages 24-26 


Zhao Ziyang's 11- 
nation tour of Af- 
rica brin s assur 


licy is still con- 
strained. | 








oki є 
.. Batter is still [es ior Moscow 
"Cover story: Tokyo's tidal 


wave buitds 





|^ Shouldering arms — anda bigger 


budget burden. 
Japan's hidden defence costs 
Little room left to grow out 

of trouble 





| Þevelopment Pyongyang's little dift — 


A realistic North-South proposal... 


Insurance: Writing on the wall 


in:Manila : 





| Companies: Hongkong s leaky 
bo. ked 





previous adminis- | 











It’s back to barter for the Sov : 
Union and Bangladesh in ) thelr. 
new trade deal. : : ) 


ag 
Filipinisation begins to nibble at. 
insure ce broking i in Manila.. 


rence in Malaysia takes a 
ага ook at some of. the econ- . 
васта; cows. 


Hongkon ’s financial тәлеге | 
Seem anx: ous not to rock the Car 


й Policies: QUE ир Malaysi 


sacred cows 2 





; Regular Features 


Letters | 





4 Briefing 


Intelligence 
The Week 
Traveller's Tales 





| Richard Hughes 
`The 5th Column 
Воо! 


KE а а бышы 
Etonomic Monitor: ане BR 40 i 
Shroff. E 
Company Résulis .. 

Stockmarkets 

Prices & Trends | i 





puts the | 

' on Hongkong 
Hongkong s pro-Peking daily, 
Ta Kung Рао -has commented 


hat. extension of. British. rule. 
er the territory after. 1997 | 
a travesty of 


& 


" Elaborating on 


ignty by 1997, th 
ridely seen а efté 


йн alien тше ón Chinese: 


territory is unacceptable. and 
unthinkable.” 

The paper argued, 
another commentary;- ^ 


erations if, by 1997, it has still 
recovered Hongkong? 


put pressure on the 
lation to accept Peking's plan 
та self-governing Hongkong 


January 21 from Peking on a 
issi itially shrouded in 


e pr Purpose was 


to dispel rt rumours that he was | |. 


planning to step down as presi- 
dent ofthe: anti-Vietname: 
emocratic Kampuchea coa 


tion government, and:also to’ 


sit the Cambodian border to 
boost the morale of his small 
and of loyalist troops. 


$ Sihanouk was also expected 


ventually to hold a cabinet 


meeting on Cambodian terri- | 


tory near the Thai border wi 


cond such meeting since the 
coalition was set, up. in June 
982. —RODNEY.TASKER 


communists give up 

"Thai асту /commander-in- 

; -Arthit ~Kamlang-ek 
on January 23 that the 

i ne war in northeast 


Thailand, once à. hotbed ofi 


communist insurgency, had 


ended. He was speaking аба: 


ceremony in which nearly 500 
former Communist Party of 


Thailand (CPT) guerillas plus. 
several hundred dependents | п 


, and sympathisers formally de 


. China's 


| politburo 





u B 
Mukdahan province. 
The ceremony was the sec- 
ond such mass defection in the 
area in the past two months. 


mld officials © “now: 


fections. are being hailed as.a 
spectacular success for Prime 
І insular 


Supreme 
Court has commuted the death 


sentences of chairman Мао” 


Zedong's widow Jiang Qing, 
69; and former: місе-ргетіег 
Zhang Chunqiao, 65, to life im- 


| prisonment, The reprieve on 














counter-revolutionary offences 
during the- 1966-76 Cultural 
he 


accused of persecuting an esti- 
mated 100 million Chinese, At 
the same trial two other mem- 


| bers. of the Gang of Four —- 


vice-chairman "Wang 
Hongwen, 46, and former 
» member Yao 
Wenyuan, 51, were sentenced 
to life imprisonment. and 20 


"years respectively. nd i 
In deciding to commute the ii 


sentences the court said: “The 
examination showed the two 


minals had ot resisted те 


"People's | 





Manila gets the go-ahead 
for IMF credit 


International: Monetary Fund 
naging director Jacques de 
ère has approved, and 

;to. the executive 


14 billion nomea 
The IMF is also expected to 


release їп February SDRs 188° 
її. а "Compensatory-" 
| o Coupled: 

with а US$300: million World 


million 
financing ^. facility... 
Bank | quick-disbursing struc- 
tural-adjustment,. loan 
pected soon, the Philippines’ 


| deficit financing from these in- | 


stitutions | will 


| be a hefty 
US$850 million., ^: ; À 


down in Thailand 


| The Bank of Thailand — the 


central bank: — and the Fi- 
nance Ministry have decided to 


reduce the interest-rate ceiling: 
on bank loans from 19%: to’ 


17:396 from February 1 in an 
apparent Bid: 10. encourage 


‘bank lending. and revive the ail- 
ing investment climate: 1? 
|. Private. bankers, had aske: 

the authorities.to cut the с 


ings for both bank lending a 
deposits to. correspond with 
sharp declines in overseas 
rates; dn September | 


Jakarta’s latest. official esti- 


mate of milled-rice ру жык. 


for 1982 is 23.8 inillion tonnes 


Minister ¢ 


6х7. 





A for. this year ү 





very preliminary" estimate o£ 
20.3 million tonnes. for this 
"year, attributing the 995 dé- 
сіпе тое long and«severe 
drought in the latter half of last 


year. The governm 


that thé effects wat 


to hire and fire 


| Breaking a long traditio 
| South Korean Finance М 
| try has given complete freedom: 


to four of the five major com-: 
mercial banks to choose and’ 


dismiss their senior executives. 


without: its bs rd Finance. 


ncial-sector reforms. 
Е the scope of prie 


heads ot the Com 

of Korea, the Нап 

Korea First Bank and the Bank 
of Seoul and Trust Co. Тһе 
government will continue’ its 
advisory «role: at; Choheung 


1982 | ex 


: bumiputra (indi- 
ples) and Malaysian 
ldings in Sime as. well: 


Malaysia Bhd, a wholly owned 


subsidiary of Tractors Malye 
Holdings. 

‘The company said the new 
shar es of 50: M cents each will 


lare eus 5 
:M$391.7 million. Ap- 


- | plications will be made to the 


pin bor 
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TRADING WITH THE ENEMY 
Despite almost daily denunciations 
_of Vietnam, China has been: 

- discreetly building up its trade with 
anoi. Following the cancellation 
f Chinese aid to Vietnam in mid- 
978 and-then total suspension of 
trade since its invasion in 1979, 
China had discouraged companies 

Hongkong from trading with 

пеіпат. But Hongkong 
'nment trade statistics now 


how that China's trade with 


. increased nearly threefold in the first 
. half of 1982 compared to the same 

= period in 1981. The total value was 
. HK$32.7 million (US$5 million) in 
the first six months of 1982 
compared to virtually nothing in 
1980. China's principal export items 

are textil sand fabrics. * 


ALL TANKEDUP _ | 
~ China is selling substantial numbers 
of its most sophisticated tank, the 
T69 laced во T 


iner Mon; : 
ng sent by rail to Qin HU. 
of 130 and shipped to Saud 


HANISTAN n 
esistance forces killed 50 Soviet troops i 
à raid on Jalalabad airport, the Afghan 
“lamic Press Agency. réported in 
. Van, 19). Soviet and.Afghan troi 
a house-to-house search in Mazar-i-Sharif 
16 Soviet civilian advisers abducted by rebels, 
Е і ( sin Islamabad said 


The captain of a Taiwanese fishing boat ar- 
. rested off Zhejiang was.charged with spying, 

Xinhua newsagency said (Jan. 19). The presi- 
dent of the Southwest African People’s Or- 
ganisation, Sam Nujoma, arrived on a visit 

б 24). Mao Zedotig's^widoów Jiang Qing 
and former vice-preitier Zhang Chunqiao 
had their death sentences commuted to life 
imprisonment (Jan. 25). 


HONGKONG 


Jobs of 14 senior government officials were 


reshuffled (Jan. 21). 


INDIA 
South Korean Foreign Minister Lee Bum 
Suk arrived on an official visit (Jan. 22). Sikh 
leaders began talks with the government апа 
Opposition parties in an effort to settle their 
grievances. One person was killed in pre-elec- 
; tion violence in Assam, Indian newsagencies 
вай Jane 24) оа 





терот 
:state-of-t ck 
, But the Chinese seem unimpressed. 
Af the tilt towards Paris continues, 


Islamabad! (Jan.23). ' 


-| INDONESIA: 

















Arabia. The Saudis transport the 


` tanks by land to Iraq, the sources 


said. The first batch was delivered 
last August and a second shipment | 
was on the way. The total deal is 
worth more than US$1 billion, the 
sources maintained. ` 


FAVOURED FRANCE 


China is leaning towards France for 
the technology for its nuclear 
programme, including the 1,800mw 
plant to be built at Daya Bay, near 
Hongkong. This tilt in part reflects. 


China's displeasure with the United 
States over trade restrictions. 

: pe American admiral Hyman 
Rick 


ver was in China recently and 
stressed that the US had 
é-art nuclear technology. 


i 
| 





engineering and other wo 
associated with the plant Th 
Peking shift away from Americar 
technology could, however, p 
Britain, with China going to Bri 
firms for expertise in offshore oil. 
technology. | 


THEPLOMOVESIN . . 

The Palestine Liberation . >. 
Organisation (PLO) is stepping up 
its diplomatic and propaganda 
efforts in Southeast Asia. It is like 


| soon to set up a regional office ii 


Bangkok headed by its special 
representative for the region; This 
would not have diplomatic status; 


However, the PLO, which already 


has envoys in Kuala Lumpur, Hanoi 
and Vientiane, expects to have an - 
ambassador soon in Jakarta. The 
Jakarta man would probably also be 
accredited to Singapore, which has. 
apparently expressed willingness t 
accept PLO accreditation on a no 
resident basis. Manila may also 

a PLO representative, but on an 
informal basis. PLO leader Yasse 
Arafat is expected to visit Malaysia 
in March. ^ © . iiy 





INDIAN OCEAN š 
art of the Soviet nuclear-powered satellite 


osmos 1402 plunged into the Indian Ocean 


Australian: Defence Minister Ian Sinclair 
met President Suharto (Jan. 24). 


JAPAN 

Prime Minister Yasuhiro Nakasone held 
talks with United. States: President Ronald 
Reagan in Washington (Jan. 19). More than 
100 policemen were disciplined for corruption 
and five were dismissed for allegedly accept- 
ing bribés (Jan. 21). Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad arrived on 
an official visit (Jan. 23). Japanese. officials 
protested to the Soviet ambassador about 
Soviet missiles targeted on Asia (Jan. 25). 


MALAYSIA . { 

Veteran Malay leftwing politician and au- 
thor Datuk Ahmad Boestamam, 62, died 
(Jan. 19).. A Thai and a Malaysian Chinese 
were hanged for illegal possession of firearms 
(Jan. 20). Two more men were executed for 
firearms. offences, prison authorities said 
(Jan. 22)." 


PAKISTAN 
The United Nations specia envoy on Af- 
ghanistan Diego Cordovez arrived (Jan. 23). 





SINGAPORE i 

An Australian. tourist was charged 
smuggling heroin 
Malaysia, officials said (Jan. 20), 


SRI LANKA 
A three-month. nationwide « state... of 
emergency ended. Six people, including two 
Roman Catholic priests and a Methodist 
minister, were charged with harbouri 
guerillas in Jaffna (Jan. 20). cU 


THAILAND j 
Thailand charged that Lao troops fired fü 
in ап exchange of fire on the Mekong near 


Wt 


Vientiane (Jan. 19). Threepeoplediedand 17. 


were wounded when а man hurled a grenade 


into a fair in northeast Thailand, police said. 


Police said that they had arrested one of three 
men who hijacked a domestic airliner’ Army 


commander-in-chief Gen. Arthit Kamlatig-: 


ek resigned from the senate (Jan. 20). Eight 
officers followed Arthit in resigning from the 
senate. Prince Norodom Sihanouk, president 


into Singapore from . 


of the Cambodian coalition government,’ 


arrived. A four-member Thai delegation, ins” 


cluding two MPs, left Cambodia after a four- 
day visit (Jan. 21). Nearly 500 communist it 
surgents and their dependents surrendered to 
authorities in Mukdahan province, th 

tary radio reported (Jan. 23)..A m. 

to have masterminded the airliner 
was.arrested (Jan, 2. : 7 































































By Robert Manning 
Washington: Japanese Prime Minister 
Yasuhiro Nakasone returned home from 
Washington after scoring an unmistakable 
short-term success in easing strains in 
United States-Japan relations and setting 
the stage to improve further Tokyo's al~ 
iance.with Washington. » 
'".Nákasone had smoothed the way for his 
visit: with a carefully orchestrated; cam- 
paign to soften, American complaints on 
both trade and military policies. He un- 
veiled à new. package of market-opening 
measures — the third in 13 months — and 
altered policy to allow the export of miti- 
tary technology to the US. Also, as if to 
nderscore the Japanese notion of com- 
prehensive security in northeast Asia, he 
refaced his Washington trip with an un- 
recedented shuttle to Seoul with a US$4 
ion economic aid package, firming up 
5 with the region’s other key US ally. 
Nakasone dazzled even Japan’s-tough- 
critics here with his direct, assertive 
yle, and. he achieved what both sides- 
oped he would in three days of talks with 
President Ronald Reagan, top cabinet of- 
als and members of the US Congress. 
nior US officials noted that a strong per- 
sonal rapport developed between the two 
lea 
he prime minister то breakfast on Wed- 
nesday after two-and-a-half. hours of 
1eetings the previous day. Reagan asked 
Nakasone to call him. Ron, while the Ja- 
panese prime minister proposed that 
Reagan use the nickname Yasu in addres- 
ng him. 
Beyond such atmospherics, Nakasone 
“succeeded in reaffirming the US-Japan al- 
liance which he described. as “the ‘cor- 
‘nerstone of Japanese foreign policy," 
deepening the understanding оп both 
des of the domestic pressures each face 
in resolving trade differences and dem- 
onstrating his personal involvement: in 
making progress on trade matters. 
“He made a strong impression," а 
nior US official told the REVIEW, “more 
‘than previous Japanese leaders, as.a 
harp, take-charge guy committed. to 
Japan playing a bigger international role 
both. militarily and. economically." But, 
aside from enhancing his credibility in the 
US, the mostsubstantialand controversial 
side of his US trip was the US-Japanese re- 
lationship’s military dimension, a term 
used explicitly by Nakasone to underscore 
his defence policy, despite its sensitivity in 
Japan, | 
Nakasone triggered ап. 






Union when he told The Washington Post 
of his goal to make Japan “an unsinkable 





«nm 


,2ssymbolised by Reagan inviting | 


uproar in Japan `| 
and a pointed protest from the Soviet. 


asone scores a hit in the US, ut sparks protests at 





: s 
aircraft carrier putting up a tremendous 
bulwark of defence against the infiltra- 
tion of the [Soviet] Backfire bomber.” At 
first the prime minister disputed the accu- 
racy of the newspaper's report, which was 
based on à-taped interview. Later he-con- 
ceded the report was correct but said that 
he had not promised Reagan a more asser- 
tive Japanese defence posture. ` 

Nakasone, also. talked to. The 
Washington Post about maintaining con- 
trol of the “the four straits that go through 
the Japanese ishinds so that there should 
be no passage of Soviet submarines,” and 
he spelled out Japan’s role in regard to de- 
fending the sea-lanes. The comments also 
drew Moscow’s ire, but pleased the Penta- 


г 


‘line with what wea 


_ seeks an even larger military commitment 








home 
оп! 


gon. Both Pentagon апа White House of- 
ficials told the REVIEW. that Nakasone's 



















tioned specifics in reg. 
and control of sea- 
straits, unlike what had been said before. " 
The Pentagon official added: "It's more in 
ith’ g about.” 

administration 












Officially, howeve t 


from Japan. In recent years, as the Gulf- 
Indian Ocean region has become a top 
priority for US strategic planning, Asia 
has been neglected. Forces from the 7th 


























“Nakasone and Reagan: 






wing ire from Moscow. 


















By Mike Tharp 

Tokyo: Japanese. Prime . Minister 
Yasuhiro Nakasone may have impressed 
Americans during his Washington visit, 
but he faces a much more sceptical, and 
perhaps even. hostile, audience back 
home. Many Japanese were clearly re- 
lieved that their highest elected official 


States, but even some of Nakasone's ad- 
mirers wondered if he had promised 
much more than he can realistically de- 
liver to satisfy American demands. 
Voicing the concerns of many Japan- 









A bureaucratic backlash 
Nakasone's promises worry many in his administration 
though his good showing brings applause . as | 


made such a good showing in the United - 





i 


e, Masahiko Ishizuka wrote in the 
Japan Economic Journal: “Did he not 
commit a sin of making Americans 
overly expectant on him and his coun- 
try? Will he be able to indoctrinate his 
country to tailor it te the US expecta- 
tions? This reputedly unpredictable and. 
potentially ultra-nationalistic politician < 


: will face a lot of turns and twists in his at- 


tempt to reconcile US demands and his 

‚ people's tragic lack of global perspec- 

tives.” и 2 
Specifically, Nakasone's solid: align- 








Fleet in the Pacific are deployed for Gulf 
contingencies and so the US would like to 
see Japan fill more of the resulting vac- 
uum. Thus, after Tokyo announced its 
6.5% rise in defence spending for the fis- 
cal 1983 budget, US Defence Secretary 
Caspar Weinberger issued a statement 
saying that Japan's “present level of ex- 
penditure does not meet defence needs in 
a reasonable amount of time." 

As Japan currently accounts for only 
4% of the total Western alliance's military 
budget, part of the Reagan administra- 
tion's prodding of Tokyo to increase de- 
fence spending is based on its belief that to 
counter a Soviet build-up, more military 
power is needed across the board, and 
that, given its economic stature, Japan 
should share more of the burden. Under- 
neath that is the unstated argument that 
by diverting more of Japan's resources to 
the military, its competitive economic 
edge will be blunted. 

apan's decision to allow the export of 

military technology to the US may be 
more than symbolic and serve to make 
military cooperation more of a two-way 
street. The US is interested in Japanese 
lasers, robots, large-scale integrated cir- 
cuits, semiconductors, fibre optics (for 
communications), high-speed computers 
and other sophisticated high-technology 
products on which Japan has already done 
research and development. 

Senior US officials said that defining 
Japan's defence mission was the emphasis 
of military discussions. Nakasone, well-in- 
formed sources say, made it clear that the 
Pentagon's “wish-list” went far beyond 
what Japan intends to do, given its politi- 


ment of Japanese defence policies with 
those of US President Ronald Reagan's 
administration worried many bureau- 
crats and ordinary citizens. “Judging 
from what he has said and done, we 
strongly feel that Nakasone aims at re- 
viewing the post-war democracy,” the 
Mainichi Shimbun said in an editorial. 
“This is far from the national consen- 
sus.” 

Others, however, supported the 
prime minister's relatively hawkish 
stance on defence. “We have to ask if we 
have enough maritime defence capabil- 
ity to fend off an invasion from the 
Soviet Union and to ensure a secure sup- 
ply of crude oil,” one businessman said. 

Asked by the REVIEW at a meeting on 
January 25 of the Yomiuri International 
Economic Society whether Nakasone 
had raised American expectations 
beyond his ability to deliver, especially 
on security issues, the prime minister 
said: “I believe that sometimes what Ja- 
panese think and what they profess is dif- 
ferent. The majority of Japanese well 
understand they have to defend them- 
selves.” 
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f 
cal and diplomatic restraints. Nakasone 


said in an interview that his defence ideas 
are part of “a very long-range timetable . . . 
I would not dare even mention it, even in 
our Diet." He emphasised that his military 
plans are to be within the limits of the Ja- 
panese Constitution and noted that 
though it has been taboo to talk of revising 
the constitution “there should be no such 
taboo,” 

Given Japan's modest military capabi- 
lities and present rate of build-up, senior 
Pentagon officials anticipate it will be well 
into the 1990s before Japan can fulfil the 
missions mentioned by Nakasone. Mili- 


tary analysts here say that to detect and | 


stop Backfire bomber overflights, Japan 
would have to double its number of F15 in- 
terceptors in addition to improving its air- 


The prime minister must also face op- 
position political parties at the first ses- 
sion of the 1983 Diet, where he is ex- 
pected to be heavily criticised. Within 
the bureaucracy itself there is growing 
concern that Nakasone's announced in- 
tention to abandon Japan's customary 
five- and seven-year economic plans, in 
favour of more general guidelines, will 
leave. the Economic Planning Agency 
and certain divisions within the Ministry 
of International Trade and Industry re- 
dundant. 

Despite the criticism, Nakasone 
seems to be viewed much more posi- 
tively than his immediate predecessors, 
а! least by ordinary Japanese. Perhaps 
this is because previous prime ministers 
assumed low profiles and scarcely 
rocked the political boat, or it may be Ja- 
panese voters аге relieved that 
Nakasone has not turned out as badly as 
they expected. Whatever the case, the 
prime minister has raised the level of 
public interest in national debates over 
several important issues. That is some- 
thing that has been needed for a long 
time in Japan. 











defence infrastructure. Similarly, to ob- 
tain the submarines and anti-submarine 
equipment to control the four straits, far 
more than the self-imposed limit of 1% of 
gross national product would have to be 
devoted to military spending. 

Under the new budget, Japan will buy 
only 13 F15 fighters instead of the 20 origi- 
nally planned for fiscal 1983; seven instead 
of 10 P3C anti-submarine aircraft; and 60 
rather than 75 T74 tanks. Pentagon offi- 
cials say that as long as Japan does not ac- 
quire the hardware for the projection of 
military power — such as aircraft carriers 
and troop and transport carriers — the op- 
position in Asia to Tokyo's slow build-up 
will fade. 

In a “big step forward," a Pentagon offi- 
cial told the REVIEW, "Nakasone more 
clearly defined the Japanese military mis- 
sion." A National Security Council source 
told the REVIEW that another aspect of 
Nakasone’s more aggressive nationalism 
is aiming “to create a climate in Japan to 
allow him to do what he wants to do.” 
Another theory making the rounds here is 
that Nakasone wanted Washington to see 
the. backlash to his military stance de- 
monstrated so that the Reagan adminis- 
tration will clearly understand the limits of 
Japan's defence role in the Pacific. 

On trade issues there was far less con- 
troversy and hostility than some had anti- 
cipated. Although Nakasone described 
his talks on Capitol Hill as “stormy,” 
White House officials and congressmen 
praised his political courage for making 
the market-opening proposals. By com- 
paring himself to an American bascball re- 
lief pitcher who came into a game with the 
bases loaded and no outs, the prime minis- 
ter won some sympathy from amused con- 
gressmen. 

US Trade Representative William 
Brock said that "we have made a lot of 
progress" to reduce trade barriers " 
and have started a process that will lead 
to substantial improvement next time we 
meet." US officials also appear reassured 
on the most pressing US-Japan issue: vol- 
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Brock: a lot of progress. 





untary restraints on Japanese car exports 
to the US. Although Nakasone would not 
commit himself to an agreement, the 
question now appears to be more whether 
the current 1.68 million-vehicle limit will 
be extended for one year or two rather 
than whether it will be extended at all. 

On the highly publicised but largely 
symbolic issue of Japanese beef and citrus 
import quotas, Nakasone was forthright in 
telling US officials that domestic pressures 
prohibit him from relaxing quotas in the 
near future. Japan already takes 60% of 
US beef exports and 40% of US citrus ex- 
ports, but the fact that Japanese quotas on 
these goods are judged by US officials as 
violations of the General Agreement on 
Tariffs and Trade has made them a high- 
profile issue. 

Nakasone also reassured congressmen 
from tobacco-growing states that he 
would not allow Japan's tobacco 
monopoly to take measures that would ne- 
gate a recent tariff reduction on US-made 
cigarettes from 35% to 20%. 

The general trade theme emphasised by 
Nakasone concerned the evils of protec- 
tionism. A senior US official confirmed 
that the prime minister had said protec- 
tionism could evolve from a trade war into 
a real war. "It was the prime minister him- 
self," the US official said, *who expressed 
the commonly held conviction that protec- 
tionism in the period prior to World War 
II not only contributed to the Great De- 
pression, but contributed in some sense to 
the war itself." 

One big question about the Nakasone 
visit remains: will his initial success be 
short term or will it set the stage for the 
long-term tightening of US-Japan rela- 
tions? If Nakasone fails to deliver on what 
the US administration views as his pro- 
mises, a backlash of anti-Japanese senti- 
ment from both the government and the 
general public could result. Some analysts 
consider that Nakasone's bold moves in 
the US may boomerang if Washington 
presses for more Japanese defence and 
trade concessions after getting most of 
what it is now seeking. But for the mo- 
ment, Nakasone appears to have scored a 
diplomatic triumph. 
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Death without honour 


In the wake of Nakagawa's suicide a bizarre tale of 
heavy debts, betrayal and fear of failure emerges 


By Hikaru Kerns 

Tokyo: Suicide can be a noble way of 
death to the Japanése. Traditionally, if 
donoproperly, with sincerity and grace, it 
can redress a disreputable life and make a 
worthy one heroic. Normally, there is lit- 
tle reason to cover up suicide. 

But the first report of the death of Ichiro 
Nakagawa, 57, a parliamentary leader 
who ran against Yasuhiro Nakasone in the 
recent election for president of the ruling 
Liberal Democratic Party (LDP) — and 
therefore for prime minister — said that 
he had died of a heart ailment. There was 
a death certificate attesting this, dated 
January 9, signed by Dr Yoshio Suda of 
Sapporo Central Hospital. At the scene 
was Masaaki Takagi, an MP and close as- 
sociate of. Nakagawa, who said the body 
had been found in a hotel room by one of 
Nakagawa's financial backers. 

It was not until three days later that the 
police disclosed that Nakagawa had taken 
his own life — tying a bathrobe sash to a 
bathroom fixture and hanging himself. No 
suicide note was found. His diary, in 
which he wrote daily, was missing. Also, it 
was revealed, the person who discovered 
his body was not the backer but 
Nakagawa's wife. 

Nakagawa had become highly visible in 
Japanese politics., As a vocal nationalist 
with strong ties to the agricultural, fishery 
and construction lobbies, he had led a 





stinging attack on Nakasone and Kakuei | 


Tanaka in the last LDP election. He had 
been minister for science and technology 
and had bright prospects of obtaining 
more powerful positions in future govern- 
ments, not least because of his connections 
with Foreign Minister Shintaro Abe. 





The discrepancies between the two re- 
ports of his death raised heated specula- 
tion in the country. There was talk that 
Nakagawa had been forced into suicide by 
his political enemies, or that —in rumours 
passed on separately by a Japanese police 
reporter and a Soviet bloc correspondent 
— he had been mitirdered. The truth is 
probably sadder. 

The police appear certain, for now, that 
Nakagawa alone made the decision to 
take his own life. The doctor had been 
persuaded by Takági to falsify the death 
certificate, apparently with tacit police 
understanding. This was done, it would 
seem, because the manner of death was so 
inappropriate to a man of Nakagawa's sta- 
ture and an undesirable death would also 
shatter the Nakagawa faction, whose 
members would be deprived of a memory 
which would be inspiring and could bind 
them together. Takagi took responsibility 
for the false statements and told the press: 
"I wanted to preserve [his] honour.” 

But why did Nakagawa commit suicide, 
and in such a fashion? So far only a tenta- 
tive explanation based on a variety of 
sources has emerged. According to Japan- 
ese press reports, Nakagawa had begun 
talking of suicide in December and had 
asked his wife to join him in a suicide pact. 
In recent months his friends had found his 
behaviour odd: his vivacity was gone; he 
complained of fatigue but had difficulty 
sleeping and often took sleeping pills. One 
day a supporter found him at his office, 
sobbing alone while watching TV and say- 
ing out loud: “I am going to die." 

In the November 23 primary election, 
Nakagawa mounted a strenuous campaign 





Nakagawa (2nd left) with LDP presidency contenders: defeat took its toll. 
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Arthit quits the senate as major political p pa 
respond to his call for amendments to thë const utior 


By Rodney Tasker 


Bangkok: A pall of uncertainty hangs 


over Thailand's political future. For а 
brief period itseemed as if the army was 
trying to lead political parties in what it 


considered the right direction to ensure | 


the country's stability. But now, army 
leaders have unmistakably thrown down 
fbaggauntlet to the civilian politicians — 


. with the implied threat that if they fail to | 
choose the correct course, they must face 


the consequences. 


The army's initial tactic was to cajole 


the major political parties into voluntarily 
calling for a special parliamentary session 


to amend the constitution. If all had gone. 


according to the military’s plan, MPs 
would have drummed up the required 176 
signatures —~ constituting a third of parlia- 
ment, comprising the lower house and the 
senate — to ensure an extraordinary par- 
liamentary session to pass amendments to 
the. constitution (REVIEW, Jan. 27). 

Such amendments would ensure the re- 


| tention of three crücial aspects of transi- . 
tional provisions which have been in. force - 


since 1979: small constituencies with can- 
didates standing as individuals, as “op- 
posed to a revised electoral system of pro- 


vince-wide constituencies with groupings . 
idates under party banners; the | 
ernment officials, including 


of cand 
right ‘o: 
military officers, to take cabinet posts, 


and a powerful: military-dominated senate | mi 


with the right to join the lower house in 


‘debates on budgets, no-confidence mo- 
tions and other important issues. If the” 
‘constitutional process involving: these 


transitional clauses is allowed to run its 
course, 


The'army, spearheaded by commander- 
in-chief Gen. Arthit Kamlang-ek, obvi- 
ously felt that Thailand was not yet ready 
for such a fully fledged democratic system. 
The proposed voting system in particular 
was considered unfair to voters as they 


would’ be required to vote for’ parties 


rather than individuals whom they knew 


| to bé good MPs. Ати made a’statement 


unequivocally urging politicians to call a 


| special parliamentary session to pass the | 


| e it was too late: But 

r political parties did not respond. 

A movement among MPs led by Col 
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by about 20 Worse, while the Chart "Thai 

patty, one of the three major political 
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ese three provisions will lapse: 
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atuk Seri. Mahathir Mohamad. took of- 
сіп mid-1981. 
‚ Husin, who. now. могет іп the Institute 
f Advanced Studies at the University of 

alaya, set the tone for what turned out 
о be the first extensive public discussion 






_ of ethnic and class factors in Malaysian so- | 






ial relations. Several papers, were pre- 
nted by, academics from. other Asean 
"countries, but. most participants were 
Malaysian... "+, 





















_At the. seminar, Husin took issue with | 
he popular belief. that Malays- and | 


Chinese here are monolithic bl with 
e Malays controlling. politics and E 


saan, suggested that th 
ethnic groups had succeeded in d. 
ing links among themselves through 
ánstitutions as political parties, 
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ships in ИИН ventüres and js: 
sive.clubs, At the same time, several de- 
vices had been used,to prevent the forma- 
tiorf of inter-ethnic links among working- 


‚ class: people. 





-Husin said: “The Jaw: of the country 
does not look kindly towards а political 
philosophy based on class; and none of the 
existing political parties has succeeded in 
uniting Malay and Chinese masses — par- 
ticularly the peasants and workers — in ef- 
fective inter-ethnic movements. On the 
other hand, traditional values influenced 
by religious and cultural norms=— which 
are deeply rooted among the masses — 
when exploited by the elites who seek to 
win. their support, often lead to the har- 
dening of feelings for their own ethnic 
group and against others.. That is why 
Malay-Chinese: antagonism, when kin- 
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Malaysia did not result in.the spread ol 
multi-ethnic attitudes.and values ато: 
workers. On the contrary, ће, 

forces from within the government, as. 
wen as outside it, ensured that mea ngful 
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government as Жаш! of the action and a 
much-touted proposal for an MAS house 
union has never been ОО by the 
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A nother divisive factor, he said, was sthe 

Islamic welfare societies formed 
within both public- and private-sector 
unipns to cater exclusively for Mus» 
lims or, in effect, for Malays. He added: 
“It has now reached a point where unions 
are afraid to respond to larger.social issues 
concerning education, the economy, poli- 
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| Boost for a star performer 


; Kuala Lumpur: Anwar Ibrahim, a jud 
president of the Malaysian Muslim youth 


movement, Abim, dominated the, na- 
tional scene in 1982 without wielding any 
real power and it came as no surprise that 


he was chosen. man. of the year by the 


popular morning tabloid, The Star. 
. But despite the Malaysian media's some- 
what coy role às massager of political egos 


— though The Star is more independent 
than most papers here — and the: reading: 


public's perception that the media's views 


reflect those of the government and are 


sanctified by thé annually renewable press 
licence, the verdict of The Star's approxi- 
mately 100,000 readers gave a boost to 


Anwar's already meteoric rise in politics. 


“Anwar joined the United Malays Na- 
tional Organisation (Umno), the key part- 


mer in the ruling National Front, on March 


29 last | year, won a parliamentary seat 16 
days later in an opposition Party Islam 


stronghold and was immediately Ț ape 
| pointed, a deputy minister im the: Prime 
Minister's: 
"months later he amazed the country and 
the party when he challenged and de- 


Department. Barely | five 


feated the incumbent president of Umno's 


|. youth wing, Datuk Suhaimi Kamaruddin, 
in a contest that disturbed the: entire séc- 


ond-echelon Umno leadership. His vic- 
tory carried with it the post of one of the 
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five party vice-presidencies, and put him | 
qune striking distance of the deputy. pre; 


is dear cine readers name Anwar man of the year as his 
seen in the reversal of "рор decisions. 


Bing, with which the post of Чери 
prime minister also goes. 

The Star gave no figures as to how man 
of its readers had nominated Anwar ove 
such contenders as Deputy Prime Ministe 
Datuk Musa Hitam, who also dominate: 
the media last year. The issues which kep 
both of them in the public mind centred oi 
the Societies Act Amendment Bill of 198: 
and the Internal ge ^et SA) and it 
amendments. Musa,. 
had to defend these highly уок | 
while. Anwar, who had been detainec 
without trial for 22 months under the ISA 
in 1974, not only consistently criticised tht 
legislation but — before joining Umno — 
also led a successful campaign against th: 
Societies Act amendments which finalk 
were set aside. pending redrafting of thi 
Original 1960 laws. 

As Anwar won The Star’s award in mid 
| January, two developments drew. publi 
attention to both men. One was a govern 
ment decision to abandon the 10-year-ok 
plan to build a hydroelectric dam in Tem 
beling that would have damaged hunc 
of acres of a national park in Pahan 
The campaign against the project was lec 
Бу the Environmental Protection Society 
the Nature Society and Sahabat Alan 
. Malaysia (Friends of the Earth), AH wert 
gorri associated with the Conference o 
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andra identified the emergence of 


communal polarisation even within the 
commercial sector, as ethnic groups saw 
the need to build their own citadels of 
power. The NEP is seen by non-Malays as 
designed to allow the government to 
create a predominantly Malay commercial 
and industrial community. When the NEP 
was first introduced, there was organised 
resistance to the passing of the Industrial 
Coordination Act, an NEP-related law 
which requires all manufacturing activities 
to be licensed, thus giving the government 
much control over industry. Then non- 
Malay capital and skills were mobilised 
through ethnic party groupings in the rul- 
ing National Front, suchas the Malaysian 
Chinese Association (MCA) and the 
Malaysian Indian Congress (MIC). The 
MCA established its National Coopera- 
tive Society and the Multi-Purpose Hold- 
ings company. The MIC established the 
Nesa Cooperative Society. 
These organisations, particularly Multi- 
‚ аге involved in massively 
capitalised operations designed to profect 
the economic interests of their respective 
communities. The non-Malays see the or- 
ganisations as: reasonable responses to 
such government agencies as the Federal 


1982. Inevitably, the government decision 
to abandon the project, on which millions 
»of dollars had already been spent, was 
iseen by many people as another Anwar 
isuccess. While there is no evidence to sup- 
port the view, it has become obvious that 
any government decision to reverse un- 
pores rulings will be seen as Anwar's 
andiwork. 

The second development was the news 
that a number of people convicted under 
the ISA were about to be executed, begin- 
ning on January 18. Frantic appeals by the 
condemned men’s lawyers and protests 
from international human-rights organisa- 
tions had no effect, and two men, Tan 
Chay Wa, 33, and Chiow Thiam Guan, 24, 
were hanged in Pudu prison. Two more 
convicted under the ISA, Siri Chai Sae 
Voon, 26, and Lim Kwang Yeow, 24, 
were hanged on January 20. Another 
man, Ishak Khalid, 27, was hanged on 
January 21. 

One of the most consistent defenders of 
those charged under the controversial Es- 
sential (Security Cases) (Amendments) 
Regulations, lawyer Karpal Singh, man- 

to get a stay of execution for two 
others due to be hanged. But on the eve of 
the hanging on January 18, Karpal Singh 
was not only trying to see the prime minis-- 
ter but also trying to contact Anwar, to see 
if he could plead the case with top deci- 
sion-makers. But Anwar could not be con- 
tacted. 

Anwar has made no public comment on 
the executions or on impending execu- 
tions. But the Conference of Societies 
continues to campaign for clemency for 
the condemned men. It appealed to the 
Pardons Board in а document signed by 


economic development corporations, all 
of which are perceived by non-Malays as 
helping only Malays — though the govern- 
ment says they have no racial bias. The 
Malays see the non-Malay institutions as 
an alternative economy. Chandra con- 
cluded: “Mutually antagonistic 
economies, like mutually antagonistic cul- 
tures, must lead eventually to a com- 
pletely polarised situation.” 

The most obvious example of polarisa- 
tion is the way the mah opposition pasties 
have been transformed-from their sup- 
posedly multiracial beginnings into racial 
parties. The purely religion-oriented 
Party Islam now campaigns unashamedly 
on issues concerned with religion and race 
as well as with country, while the Demo- 
cratic Action Party (DAP) is seen by the 
Chinese as their champion and it is in the 
Chinese-majority areas that the DAP 
makes its greatest impact. But, Chandra 
added: “The growth of communalism 


Anwar: a star is born. 


such diverse groups as the Young Christ- 
ian Workers, the reform movement Ali- 
ran, the Environmental Protection Socie- 
ty, the United Chinese Schools Commit- 
tees Association, the Young Buddhist 
Association of Malaysia and Abim. 
While Anwar said it was an honour to 
be chosen Malaysian of the Year, he also 
said that there were many others better 
qualified. Regardless of that, it does look 
as though the honour has brought with it 
problems for the young man, who has yet 
to develop widespread national support, 
not so much at the grassroots level as 
among the Umno power-brókers. His 
rapid rise has created enemies and detrac- 
tors with whom he must contend, and 
when it appears that people believe 
Anwar has been responsible for major 
government policy changes, his efforts to 
strengthen support among rivals could be- 
come even more problematic. Anwar has 
told the REVIEW that he would like to lie 
low and get to know the men who matter 
in Umno across the country. But his pro- 
blem now is that he will not be allowed to 
stay out of the limelight for very long. 
— K. DAS 


tremely for non-communal p y 
ties to e 
connection that the Parti Socialis Rakyat 
Malaysia [the Malaysian People's Socialist 
Party, or PSRM] has not won asingle state 
or parliamentary seat since 1969. In fact 
there are signs that the party has also tried 
to adjust to the new ethnic trends.” .. •* 
Another Penang academic,zDr Loh 
Kok Wah, explained that asinj 
trend towards more ethnic-oriented poli. 
tics has its roots in the early curtailment of 
radical class-based politics by the ruling 
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elites, who banned the Communist Party — 


of Malaya and its militant labour unions ~ 


long before independence in 1957. Legally E 


constituted socialist parties, № 


emerged after independence, were also 


subjected to harassment and some 


socialist leaders were detained by the gov — 


ernment. The chairman of PSRM, Kassim 

Ahmad, was released in 1981, after more. 
than six years of detention, at the same 
time Husin was released. Husin had been 

a member of PSRM's central working. 
committee. 

The academics also criticised the cur- 
rent political style because they saw in it a 
tendency of the ruling multi-racial elites to 
"divide and rule" by working together at 
the top, s dly for racial harmony 
and national unity, while the working and 
peasant classes drifted apart along ethnic 
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lines. There are no serious attempts, 


Dr Anuwar Ali of University Kebangsaan 
said, to get at the root causes of poverty 
and the disparity in the distribution of 
wealth. 

The extraordinary feature of the semi- 
nar was that the Malaysian participants, 
who had seen a number of their colleagues 
detained under security laws for promot- 
ing class-based politics, were now ad- 
vocating the breaking down of Malaysia's 
vertically structured ethnic-based political 
system. They must have been only too 
aware that their proposals, if taken to their 
logical conclusion, would eventually re- 
quire the end of such sacred cows as the 
sensitive-issues laws; the ISA; the Univer- 
sities and University Colleges Act, which 
severely restricts academic freedom and 
the autonomy of universities; the trade 
union laws, which reduce unions to little 
more than wage negotiators, and a host of 
similar laws. 

Still, there was some hope that the gov- 
ernment would at least be willing to listen 
to the academics’ views without reactin 
harshly. The government respond 
reasonably to an earlier campaign against 
amendments to the Societies Act 
(REVIEW, Dec. 10, '82) and this was seen 
as a good sign for those who had despaired 
of ever having a meaningful and critical 
discourse with the government. The very 
presence of Husin was symbolic of the new 
government's push at least to а lib- 
eral. But how the government will behave 
after it has taken in all the arguments put 
forward by the academics is impossible to 
assess. After all, the main advisers to the 
government are the very bureaucrats who 
the academics view as obstacles to break- 
ing down ethnic barriers. 
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Mrs Gandhi; protesters in Assam: an election that nobody wants. 
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By Mohan Ram  . | 
New Delhi: The troubled northeastern 
state of Assam goes to the polls in mid- 
February to elect a 126-member state as- 
sembly and 12 MPs, It isan election un- 
wanted by most political parties and prob- 
ably by most of the people in astate where 
bomb blasts, arson, kidnapping and.mur- 
der have become routine in the past three 
years, 

Its also an election being held under 
extremely unusual circumstances. New 
Delhi is deploying more than 40 battalions 
of paramilitary forces to assist the police, 
the Election Commission having barred 
the use of regular troops to maintain law 
and order during the polls. The govern- 
ment has invoked its special powers to 
“curb local newspapers, and ringleaders of 
“the troubles which have brought the 
state’s administration to a standstill have 
been detained. 

Although all the opposition parties 
were against the forthcoming election be- 
: cause of the tension in the state, Prime 
Minister Indira Gandhi had (о schedule 
the polls in-order to avert a constitutional 
crisis. Assam. has had four governments 
“since it last elected a state assembly in 
1978. The fall of successive governments, 
occasioned by the continuing and mainly 
. Student-led campaign against non-Assam- 
“ese, was followed by. presidential rule 
from New Delhi until the legislature could 
come up with a workable majority. 


Solved because no combination of parties 
could form a government. Under the In- 
dian Constitution central rule cannot last 
for more than one year except in a state of 
national emergency. Thus New Delhi was 
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But in March 1982 the assembly was dis- 





Polling under pressure 
he election in Assam will be held under tight security in the face 
of the continuing student-led campaign against immigrants 


forced to call the election before March 
this year. 

Another irony of the forthcoming elec- 
tion is that it will use the same voters' rolls 
as in 1978. The use of these lists sparked 
off protests in early 1979 because they 
contained a large number of so-called il- 
legal immigrants — non-Assamese from 
East Pakistan, and later Bangladesh, and 
from the Indian state of West Bengal. 
When India elected a new parliament in 
January 1980, protesters prevented con- 
tests in all but two of Assam's 14 con- 
Stituencies. The seats have remained un- 
filled. Resentment against non- Assamese 
is a long-standing phenomenon, but the 
current campaign also arises out of a per- 
ceived threat to Assamese linguistic and 
ethnic identity from the growing influx of 
Bengali-speaking people. Students also 
allege that the ruling Congress party has in 
the past three decades encouraged the in- 
flux so as to maintain its hold over the 
state. 


he Brahmaputra valley, the scene of 

the campaign, has long been exposed to 
waves of migration from the south, north 
and west. The demographic structure of 
the valley has been changing since the turn 
of the century with a heavy influx from the 
then undivided Bengal, especially from 
the Muslim majority districts where pres- 


sure on land was great. These districts 


later became part of East Pakistan in 1947 
and Bangladesh in 1971. 
After the partition of India, linguistic 


nationalism became the primary issue in : 


Assam às a defensive reaction to the Ben- 
gali presence which burgeoned with the 












Hindu refugees from: East Bengal.and, 
later, Muslim immigrants, Assamese fears : 
now'find expression in the demand for de- 
portation of all. the so-called: foreigners 
who have entered the state since 1951. But 
under ап India-Bangladesh agreement 
only those who сате after the Bangladesh 
struggle began in March 1971 should be 
deported. LINGE 

Over the past three years, negotiations 
have resulted in concessions by both sides. 
The protesters now agree to 1961 and not 
1951 as the cut-off date. On its part, the 
government no longer. insists that all 
Bangladeshis who came after. 1971 have 
been deported. However, Bangladesh will 
not accept. any of those left — allegedly 
numbering 2.3 million — because it says 
all the refugees have already been repat- 
riated and there has been no exodus into 
India since the December 1971 war. 

The issue has thus been narrowed down 
to those who. came between 1961 and 
1971, numbering. about 960,000 people, 
mostly Hindus. The protesters want all of 
them dispersed among other Indian states 
because they cannot be deported. The 
government does.not accede to this. It 
wants a selective approach, which means 
granting citizenship to those who qualify 
for it under normal procedures and allow- 
ing many of them to stay in Assam. 

The problem not only has a past; it also 
has a future. А discreet influx continues 
even if Bangladesh denies it. Effective 
steps to prevent a further influx — such as 
a wall ora barbed wire fence along the en- 
tire Assam-Bangladesh border — are 
among the specific demands of the pro- 
testers. Dhaka has already opposed any 
such measure. 

With no immediate solütion in sight and 
faced with ordering an election, Mrs Gan- 
dhi is making a virtue out of necessity — 
by dissociating the state’s problems from 
the electoral process. For their own elec- 
toral.convenience the opposition parties 
have sided with the protesters. Whatever 
the verdict.of the election the protests are 
unlikely to die down soon, and Assam will 
remain a difficult state to govern. u 


FEBRUARY 3, 1983 e FAR EASTERN ECONOMIC REVIEW. 


i 
£ 

^ 
у 
3 
2 
& 
* 
z 
& 
+ 





Alitalia is more fashionable 
than ever 


Alitalia Boutique. Beginning January 1st, you can shop for 
High Fashion in the sky. Because our Alitalia Boutique will be 
featuring the most prestigious names around: Battistoni, Ferragamo, 
Gianni Versace, Trussardi, Valentino. These are names that are 
found in the most exclusive shops in Rome, Paris, London, 
New York, Tokyo... 

Names that have taken the words "made in Italy” and made them 
synonymous with elegance. We're offering а beautiful selection 
of their accessories at special prices for all of our intercontinental 
and intemational passengers. Alitalia 


Boutique. Think of it as High Fashion Л | H l H 
at thousands feet of altitude. 4 | са i a 


Since this 
=- ithe 


telephone 


system 
эг the future, 
the future 
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Today, a lot of countries are wondering what kind of telephone 
system they ll need in the future. 

But some countries aren't wondering anymore. They already 
have their future telephone . 
system in place. Right new. ` 

It's called Syster 42" 
and its presently in use 
in the cities of Stuttgart and 
Heilbronn. The Deutsche 
Bundespost recently installed 
it for evaluation within the 
public network. 

This makes Germany the 
third country (Belgium and 
Mexico are the other two) to 
have these exchanges in 





operation. 
What makes this such 
ITT'S System 12, a revolutionary new Impor tant news? 
telephone system,is already operating First, because more 
ronem, Gara on пирс. and more countries are 


recognizing that System 12— with its fully digital switch— is the way 
all telephone systems will be one day. 

But the real importance of System 12 lies in its fully distributed 
control. 

Fully distributed control is a radically new idea in switching 
system design that allows a network to grow or change as a 
country does— easily and economically. 

Something only System 12 can do. 

What's more, System 12 can incorporate new technology as it 
comes along-— so it's always up-to-date. 

One reason why over 2,250,000 equivalent lines have been 
ordered or installed in countries around the world. 

Countries like Belgium, Germany, and Mexico, who don't think 
they should have to wait for the future. 

Not when it's already here. 








“excellence © 


Pha y | 
Ы бо 3 
Stablisnes ay i 





SUPERIOR DE LUXE SCOTCH WHISKY 


John Haig & Co Ltd 


MARKINCH-SCOTLAND 













do, they hint. Even with bargainers who | 1 maritime sovereig 
refuse to sacrifice their country's interests they can expect to have at this time, given 
any more than necessary — like those of | the traditional interests of neighbours, 
Hongkong — an international system can | shipping and naval powers. 
operate more smoothly with the benefit of It is important that we make a start in 
political and tech expertise, espe- | preserving and equitably sharing the re- 
cially these дауѕ.: sources of the seas. But the sheer com- 
Of course none of slur on the | plexity of the taskawill defeat any attempt 
new team, who mil ime equal them.-| atan omnibus treaty: Koh would do better 
Incoming secretary аз done.a | touse his unquestioned leadership andaw | д. ae ES 
tour as trade. negoti thority to begin’ building a serief of Agem of n | 
the trying times ol | treaties, covering specific issues — some | I am intrigued by the revelation i 
act to follow. с might be done on a regional basis. The | Bowring's article Catch a falling 
tricky seabed mining problem should defi- |. [амар Jan. 27] regarding a HK$32 
nitely be tackled on a regional scale. поп (US$4.9 million) “investment” in g 
New York DAVID DeVORÉ.| of jewellery by the Carrian Group; 
| И wonder if the Council of the Hongki 
;Sociéty of Accountants will take the 
Prosperous saving ble to ascertain independently: whethe 
Your article on Japanese fund-manage- | the said investment met with the appro 
ment performance [REVIEW, Jan. 6] con- | of the auditors concerned and, if so, 
tained some apparent discrepancies. You | action the council proposes to take. 
state that Save and Prosper Japan Growth Н. S. 500 
Fund showed offer-price performance of | Hengkong Soo Pui Chen & 
for generalist | 31% in US dollar terms over the five years ; 
== “to the end of November 1982, while I H i H 
cturer calls them. | maintain the actual figure was 57.896. Uninfluential | 
Ог perhaps фе О n odd parallel to ! | In. my report Talking turkey [REVIEW 
the practice of the ëse Communist End Nov. 77 End Nov 8 | Jan. 20], a processing error gave the 
Party. Peking periodically shifts com- | Offerprice 27 83 6p 148,3 leading impression that Hanoi was in: 
-manding generals | rovince to pro- Hoos ан er reine 1 position to influence current negotiatio 
vince, to prevent them from building up a 


| . Р between China апа the Soviet Union: 
constituency that would give them enough In addition, I would point out that you | fact, what I wrote concerned the influenc 
power to rival those at the top. | | are comparing the performance of an au- | which the talks might have on Vietnam 


JOHNODELL | thorised unit trust against those of | Bangkok. 5 FRANCOIS NIVOL 
: Associate Professor К м now І 
Los Angeles University of Se Southern California - ; meon 


The lawless seas 


Tommy Koh of Singapore is an extra- 
ordinary young diplomat, but his law-of- 
the-sea convention isimeaningless without 
the agreement of the United States, 
Japan, Britain and West Germany. It may |. 
be, as you contend [REVIEW, Jan. 6], that | 
Japan and other hol will eventually | | 
sign. I think it is more likely that Japan's | 
“face-saving concession” to US President: 
Ronald Reagan is a stall for time to con- 
jure up face-saving reasons for not sign- 
ing. Japan has even more compelling 
reasons for rejecting the convention than 
does the US.- А 
I think you will find that the convention. | 
has not "divided the waters," but merely || 
muddied them for a while. It will shortly 
become crystal clear that such an agree- 
ment cannot exist without unanimous ap- 
proval of a certain group of nations (а. 
moratorium on the killing of whales is^ 
pointless if the Soviets ignore it). In- 
donesia's “golden pond" merits some sec- |. 
ond thoughts. If indeed the law of the sea | 
recognises Indonesia's claim to all the seas- 
between and around its sprawl of islands, 
one look at a world map is enough to see 
the unhappy potential for territorial grabs |. 
and armed conflicts. E 
. There is a certain obvious sense to the 
Indonesian and Philippine claims to spe- 
cial interests in their inter-island waters. 
| I cannot гесай anyone in recent his- 
having disputed. Japan’ e Loc Ii 



































































































| © ASSISTANT EDIT TOR, 
CULTURAL AND SOCIAL AFFAIRS 


The Far Eastern Economic Review. is looking for an 
Assistant Editor to develop coverage of Asia-wide cul- 
tural and social affairs. He or she will be expected to 
commission, edit and write articles on intellectual, liter- 
ary and artistic developments in the region, particularly 
as they relate to broader social issues. The job will also 
involve general sub-editorial duties. 
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The successful candidate may currently be working as a 
journalist, an academic, or à book editor. In addition to 
fluency in English, he or she will be expected to be fami- 
liar with at least two major Asian cultures, and have a 
broad interest in others. He or she will also have an abi- 
lity to develop contacts around the region to identify - 
subjects of interest and commission appropriate writers 


Please write to the Editor, GPO Box 160, ind cuba 

























Two magnificent duplex apart- 
ments are being offered for sale in a 
superbly restored Regency building 
on Park Lane, one of Britain’s finest 
locations in the heart of London. 

There are sweeping views west- 
ward over Hyde Park, and the building 
has been finished to the highest ’ 
standards. 


Features include: 

Resident Porter; Lift; Impressive 
Entrance Hall; Video Security System; 
- AEG Kitchen Equipment; Central 

Heating. —— 

The apartments are offered on a 
Lease expiring on the 25th December 
2050. 


Apartment One 
Reception Room; Dining Room; 
3 Bedrooms; 3 Bathrooms; Kitchen; 
Cloakroom; Sauna; Swimming Pool. 
Offers in the region of £800,000 
sterling are invited for the Leasehold | 
Interest. 


The Penthouse 
Large L-shaped double Recep- 


tion Room; 3 Bedrooms; 3 Bathrooms; - 
Dressing Room; Kitchen; Clos RUD. | 


Roof Terrace. 

| Offers in the region of 700,000 
sterling are invited for the Leasehold 
Interest. 


For further information 


and appointments to view contact 
The Joint Sole Agents: 


“AND SON 


61 PARK LANE, LONDON W1 3TF 
Telephone: 01-493 1401 Telex: 893433 


GROOT 
COLLIS 


93 KNIGHTSBRIDGE, 
LONDON SW1X 7RB | 
Telephone: 01-235 41 


5 Telex: 895120. 








| National bankruptcy i is the dramatic term used. 


casingly often in Japan to describethestate | 
public finances. Faced With a big and 


p 
pidly growing budget deficit, the government 
‘Prime Minister Yasuhiro Nakasone has hadto. 
abandon the pledges of the previous adminis- 
n to stop issuing deficit bonds by the end 
cal. 1984 — and is becoming more pes- 


istic about the prospects for slashing gov- · 
n onding: The 
a substantial in 


way out seems to. 
crease in taxes — possibly 


roduction of a value-added tax. But 
оѓ how plans to increase taxes almost | » 
ane late Masayoshi Ohira to its knees. 


is dilemma and whatever is done could | ; 
s already uncertain short-term growth . 


siness editor Anthony Rowley. Meanwhile, 
ned attitude towards Japan's future military 


den the creaking 
Mike. e Tharp ana yses Japan’ s new attitudes to- 


ief 
Pages 42. 


Te scores a hit with fis 


nd Ron in the United States 
but some at. 
. promised top m 


Page 12 

Little by little, the 
he suicide of. nest 
hiro Nakagawa is emerging. 


the open in an extraordinary 


'Malaysia. 
Meanwhile, rising ‘Anwar Ib- 
- ;rahim may have a hard time living 
; Up to his title ot Man. of the Year. 


Ü Foreign relations: Hi, Yasu! 
. ,Ohayó, Ңоп! 
*'A bureaucratic backlash 
: Japan; Death without honour 
"Thailand: The drummer ignored 
«Malaysia: Perils of polarisation 
усе Boost for a star performer 
B india: paling under pressure 
Hongkong: Off to a slow start 
The wings of death 
: Diplomacy: an 8 Arican 
es 





tragic story of | 
se politician | 


| nation tour of Af- 
| rica brings assur- 
ances of friend- 
‘ship, but China's 
‘Third World: po- 





Strained, 


national finances even further. 


ix Views of Mt Fuji by Hokusai. 


India's. trot ed Assam state рге- | 


lection кенеш 


Й 


Раде 22 
А пем Hongkong pressure group | 
gets a cold тезропве: 


Chinese Premier 
Zhao Ziyang's 11- | 





licy is still соп- 


Раде 50 · 

Pakistan's: F16s fly 4 arnt t 
arrival is greeted as a 
new relationship with the Un t 

d States. 


Page 38 

Thé. interiational, Monetary 
Fund's general agreement to bor- 
row gets a wider role in stavi 
off the debt contagion. 





should be taken кын: 


| Page ap 
‘It’s. back to barter for the Soviet 
Union апа доларо in Misir 
new trade л: 


54. 


| Page 56. 
| Filipinisatio n e 
insurance broking i in Manila. 


A co fereióo in Malaysia takes a 
hard look at some of the econ- 
sacred cows. 


в 58. 

Hongkong's financial fégulatóni 
seem anxious not to rock the: Car- 
tian lifeboat. 








i er for Moscow 
Cover story: Tokyo's tid al 
‚ wave builds: 
. Shouldering arms — апа a bigger 
budget burden 
Japan's hidden defence costs 
Little room feft to grow out 
oftrouble 








Ге сорта Pyongyang’s litte ift „2. 


A realistic N 
insurance: W 
in Manila. — 


South proposal: 
the wall 
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‘puts the 
' on Hongkong 
Hongkong's pro-Peking daily, 
а Kung Жао Vas, commented 
that extension of British. rule 





ould be “а travesty of 
vereignty." Elaborating on 
China's intention to recover 








sovereignty by 1997, the edito- 


fritory is unacceptable айа 
nthinkable." 


paper 


gen- | 
rations if, by 1997, it has still 
recovered Hongkong?” | 





Some analysts interpret 
Kung Pao line. 


on to accept Peking's plan | 


a self-governing Hongkong. 


a special administrative 


ved in Bangkok discreetly on 
nuary 21 from Peking on a 









tion government, and: also to 
visit the Cambodian border to 
boost the morale of his small 
























eventually to hold a cab 
еер! оп cambodia: ter 


second such meeting since the 
alition was set up'in June 
— RODNEY TASKER 








H Kamlang-ek 


aimed on J anuary 23 that t 
revolutionary: war in north ast 
Thailand, once. 















former Communist 

Thailand (CPT) gueril las pi 

*- several hundred. depend 
*l and  sympathis tally 





ver. the territory. after 1997 |. 


иа К shrouded | in | 







| during the 1966-76 Cultural: 





politburo 


ceremony in which n arly 00 | 









"Mukdahan province. 
The ceremony was the sec- 
ond such mass defection in the 
‘area in the past two months, 






siti success PA Prim 
Minister Prem. Tinsulanond' 


policy of wooing. communists E 


out of the jungle wit 
“approach, rather, 
tactics. i 


Zedong’s. widow. Jiang. 
69, and former vice-premier 


Zhang Chungiao, 65; to life ime} 


з prisò t, The reprieve on 











fter both were пө Төв. yoi of 
ounter-revolütionary offences 











accused of persecuting an esti- 


Tabi sess эси, “now | 


Sentences of ‘chairman Mao 4 





mated:100 million Chinese. At 
the same trial two other mem- 
bers of.the Gang of Four — 
ce-chairman Wang 

46, and. former 
member Yao 
Wenyuan; 51, were sentenced 
o life Dd and 20 


fences the court said: * “The 
mination showed the two 


a о мау," 





26 


had not resisted ha 


Manila gets the go-ahead i 
umet t Ws 


managing 


p financé 


account and-balance-: 


of-payments deficits, which in 
ere US$3: 35 billion and 





















p^ ys | 
with a 178300 million World - 


Bank .quick-disbursing strü 
tural-adjustment. loan... ex- 
pected soon, the Philippines’ 


stitutions will be a 


reduce the interest-rate ceiling. 
on bank Їоапѕ from 19%' io 





bank lending and revive the ail- 
ing.investment climate, 


Private bankers had. asked. |. 


the. authorities to cut the.ceil- 
ings for both bank-lending and 
deposits to correspond with 
sharp declines in Overseas, 
rates. In September 1982 


inajor banks themselves cuti 








d -rice ЕТА 
3 million tonnes | 


tonnes, “pairing 
major weather setbacks. These: 
figures аге in. contra to eàr- 
esti- 






ary. Fund- 
acques de. |. 
Larosiére has. app oved: and. ye 


| mercial banks to choose апа, 


deficit financing from these in- - 
һейу 


The Bank of Thailand — A 
| central: bank <= апа the, Fi- 
.nance Ministry have decided to: 


- 17.596 from February 1 inan | 
apparent. Ба „то encourage 















203. million c 
year, ‘attributing ‘the 





ba 
to hire and fire 
Breaking a alee tradi 





dismiss е senior executives 
without! its approval: Finance 
Minister Kang. Kyong Shik said 
the«policy reflects the govern- 










vate- seater inidatives | : 
| Ka g's remarks came after 









heads of the Commercial Bank : 
óf Korea, the Hanil Bank, the: 
Korea First Bank and the Bank 
of Seoul..and' Trust Co. The 
‘government. will continue. ‘its. 
‘advisory. role at  Choheung 
Bank — SHIM JAE HOON 








Aion (US$54. 2 million) be ге: 
expenses. The issue is designed 
to' increase bumiputra (indi- 
genous peoples) and Malaysian 
reholdings in Sime as well 
as to fund the purchase of all 
the issued capital of Tractors ' 
Singapore Ltd from ‘Tractors 
Malaysia Bhd, a wholly owned’ 
subsidiary of Tractors Malaysia 
Holdings. 
. The. company -said: the new 





shares of:50-M. cents each will 


be taken up by bumiputra and 
Malaysian institutions at M$2a 
share. The issue will increase 
the issued share capital by: 
8.6% to M$391.7 million: Ap- . 
plications will be madé:to the’ 
Kuala, Lumpur, Зорро, 
Hongkong i 4 








Con violence i in Assam 


Despite alr ost 
of Vietnam, 
bi 


of its most pa ai tank, the 
T69, to Iraq, well-placed sources ~ 

. said, adding that the tanks, painted. 
in desert camouflage colours and 


and 
Baotou in Inner Mongolia. They are 
being sent by rail to Qingdao in. | 


AFGHANISTAN : 
Resistance forces killed 50 Soviet troops in 


a raid on Jalalabad airport, the Afghan Is- | 


lamic Press Agency.feported. in. Islamabad 
(Jan. 19). Soviet and Íghan troops mounted 
a house-to-house search in Mazar-i-Sharif: for 
16 Soviet civilian advisers abducted by rebels, 
Western diplomatic sources in Islamabad said 
(Jan. 25). 


CHINA 

The captain of à Taiwanese fishing boat ar- 
rested off Zhejiang was charged with spying, 
Xinhua newsagency said (Jan. 19). The presi- 
dent of the Southwest African People's Or- 
ganisation, Sam Nujoma, arrived опа visit 
(Jan. 24). Mao Zedong's widow Jiang Qing 
and former vice-premier Zhang Chunqiao 
had their death sentences commuted to life 
imprisonment (Jan. 25). 


-HONGKONG 
Jobs of 14 senior government officials were 
reshuffled (Jan. 21). 


INDIA 

South Korean Foreign Minister Lee Bum 
Suk arrived on an official visit (Jan. 22). Sikh 
leaders began talks with the government and 
opposition parties in an effort to settle their 
grievances: One person was killed in pre-elec- 
Indian newsagencies 


‘States over trade restrictions. 





equipped with infra-red equipment ; 
E laser range-finders, are built at _ 


“Cosmos 1402 plunged into the Indian Ocean 





-ghanistan Diego Cordovez arrived (Jan. 23). 











Arabia. The Saudis transport the 





tanks by land to Iraq, the sources 
said. The first batch was delivered 
last August and a second shipment 
was on the way. The total deal is 
worth more than US$1 billion, the 
sources maintained. 


FAVOURED FRANCE 


China is leaning towards France for | 
the technology for its nuclear 
programme, including the 1,800mw 
plant to be built at Daya Bay, near 
Hongkong. This tilt in part reflects 
China's displeasure with the United 


Retired American admiral Hyman 

Rickover was in China recently and 
reported n$ stressed that the US had 
state-of-the-art nuclear technology. 





+ But the Chinese seem unimpressed. 
batches iu 130 and. shipped to Saudi | 


tf the tilt towards Paris continues, 


INDIAN OCEAN : 
“Part of the Soviet nuclear-powered satellite 


(Jan. 23). 


INDONESIA | 
Australian Defence Minister Ian Sinclair 
met President Suharto (Jan. 24). 


JAPAN 

Prime Minister Yasuhiro Nakasone held 
talks with, United States President Ronald 
Reagan in Washington (Jan. 19). More than 
100 policemen were disciplined for corruption — 
and five were dismissed for allegedly accept- 
ing bribes (Jan. 21). Malaysian Prime Mims- 
ter Datuk Seri Mahathir Mohamad arrived on 
an official visit (Jan. 23). Japanese officials 
protested to the Soviet ambassador about 
Soviet missiles targeted on Asia (Jan. 25). 


MALAYSIA 

Veteran Malay leftwing politician and au- 
thor Datuk Ahmad Boestamam, 62, died 
(Jan. 19). A Thai and a Malaysian Chinese 
were hanged for illegal possession of firearms 
(Jan. 20). Two more men were executed for 
firearms offences, prison authorities said 
(Jan. 22). 


PAKISTAN 
The United Nations special envoy on Af- 





the other big loet, wi be Britain 
whose firms have their e es on 


engineering. ak t rwor 
associated wit la 
Peking shift aw: 
technology could, howeve 
Britain, with China | g 

firms for expertise in offsho 
technology. 


THE PLO MOVES IN 


The Palestine Liberation . 


its diplomatic and propaganda. 
efforts in Southeast Asia, Tt is like 
soon to set up a regional office in 
Bangkok headed by its special 
representative for the region. This 
would not have diplomatic status. 
However, the PLO, which alread 
has envoys in Kuala Lumpur, Ha 
and Vientiane, expects to have an. 
ambassador soon in Jakarta. The |. 
Jakarta man would probably also be 
accredited to Singapore, which has 
apparently expressed willingness t 
accept PLO accreditation on a no 
resident basis. Manila may also get 
a PLO representative, buton a 
informal basis. PLO leader Y 
Arafat is expected to visit Matiysig 
in March. 


SINGAPORE 
An Australian tourist was- aged wi 
smuggling heroin into Singapore -fro 


Malaysia, officials said (Jan. 20). < 


SRI LANKA 

A .three-month nationwide state. 
emergency ended. Six people, including tw 
Roman Catholic priests and a Métho 
minister, were charged with «harbour 
guerillas in Jaffna (Jan. 20). l 


THAILAND 

Thailand charged that Lao troops fired first 
in an exchange of fire on the Mekong n 
Vientiane (Jan..19). Three people died and 1 
were wounded when aman hurled a grenade 
into à fair in northeast Thailand, police said. 
Police said that they had arrested one of thre 
men who hijacked a domestic airliner, Army 
commander-in-chief Gen. Arthit Kamlan 
ek resigned from the senate (Jan. 20). Eight 
officers followed Arthit in resigning from the 
senate. Prince Norodom Sihanouk, president 
of the Cambodian. coalition government, 
arrived. A four-member Thai delegation, in 
cluding two MPs, left Cambodia айе 
ау: visit (Јал. 21). Nearly: 300 comm 


dut in Mukdahan province, the mi 
tary radio reported (Jan. 23): A m 

to have masterminded the 

was arrested an. 25). 





REGIONAL AFFAIRS 





Nakasone scores a hit in the US, but sparks protests at home 





By Robert Manning 

Washington: Japanese Prime Minister 
Yasuhiro Nakasone returned home from 
Washington after scoring an unmistakable 
short-term success in easing strains in 
United States-Japan relations and setting 
the stage to improve further Tokyo's al- 
liance with Washington. 

Nakasone had smoothed the way for his 
visit with a carefully orchestrated cam- 
paign to soften American complaints on 
both trade and military policies. He un- 
veiled a new package of market-opening 
measures —the third in 13 months — and 
altered policy to allow the export of mili- 
tary technology to the US. Also, as if to 
underscore the Japanese notion of com- 
prehensive security in northeast Asia, he 
prefaced his Washington trip with an un- 

recedented shuttle to Seoul with a US$4 
illion economic aid package, firming up 
ties with the region's other key US ally. 

Nakasone dazzled even Japan's tough- 
est critics here with his direct, assertive 
style, and he achieved what both sides 
hoped he would in three days of talks with 
President Ronald Reagan, top cabinet of- 
ficials and members of the US Congress. 
Senior US officials noted that a strong per- 
sonal rapport developed between the two 
leaders, as symbolised by Reagan inviting 
the prime minister to breakfast on Wed- 
nesday after two-and-a-half hours of 
meetings the previous day. Reagan asked 
Nakasone to call him Ron, while the Ja- 
panese prime minister proposed that 
Reagan use the nickname Yasu in addres- 
sing him. 

Beyond such atmospherics, Nakasone 
succeeded in reaffirming the US-Japan al- 
liance which he described as "the cor- 
nerstone of Japanése foreign policy," 
deepening the understanding on. both 
sides of the domestic pressures each face 
in resolving trade differences and dem- 
onstrating his personal involvement in 
making progress on trade matters. 

"He made a strong impression," a 
senior US official told the REVIEW, “more 
than previous Japanese leaders, as à 
sharp, take-charge guy committed to 
Japan playing a bigger international role 
both militarily and economically." But, 
aside from enhancing his credibility in the 
US, the most substantial and controversial 
side of his US trip was the US-Japanese re- 
lationship’s military dimension, а term 
used explicitly by Nakasone to underscore 
his defence policy, despite its sensitivity in 
Japan. 

Nakasone triggered an uproar in Japan 
and a pointed protest from the Soviet 
Union when he told The Washington Post 
of his goal to make Japan “ап unsinkable 


1n 


aircraft carrier pitting up a tremendous 
bulwark of defence against the infiltra- 
tion of the [Soviet] Backfire bomber.” At 
first the prime minister disputed the accu- 
racy of the newspaper’s report, which was 
based on a taped interview. Later he con- 
ceded the report was correct but said that 
he had not promised Reagan a more asser- 
tive Japanese defence posture. 

Nakasone also - talked to The 
Washington Post about maintaining con- 
trol of the “the four straits that go through 
the Japanese islands so that there should 
be no passage of Soviet submarines,” and 


he spelled out Japan's role in regard to de- 
fending the sea-lanes. The comments also 
drew Moscow's ire, but pleased the Penta- 


Hi, Yasu! Ohayo, Ron! 


gon. Both Pentagon and White House of- 
ficials told the REVIEW that Nakasone's 
remarks to the Post went beyond anything 
he said to the administration. A Pentagon 
official said; "He [Nakasone] went a lot 
further than we had expected. He men- 
tioned specifics in regard to surveillance 
and control of sea-lanes and the vital 
straits, unlike what had been said before." 
The Pentagon official added: "It's more in 
line with what we are talking about." 
Officially, however, the administration 
seeks an even larger military commitment 
from» Japan. In recent years, as the Gulf- 
Indian Ocean region has become a top 
priority for US strategic planning, Asia 
has been neglected. Forces from the 7th 





Nakasone and Reagan: drawing ire from Moscow. 




















By Mike Tharp 

Tokyo: Japanese Prime Minister 
Yasuhiro Nakasone may have impressed 
Americans during his Washington visit, 
but he faces a much more sceptical, and 
perhaps even hostile, audience back 
home. Many Japanese were clearly re- 
lieved that their highest elected official 
made such a good showing in the United 
States, but even some of Nakasone's ad- 
mirers wondered if he had promised 
much more than he can realistically de- 
liver to satisfy American demands. 
Voicing the concerns of many Japan- 


A bureaucratic backlash 


Nakasone's promises worry many in his administration 
though his good showing brings applause 








e, Masahiko Ishizuka wrote in the 
Japan Economic Journal: “Did he not 
commit a sin of making Americans 
overly expectant on him and his coun- 
try? Will he be able to indoctrinate his 
country to tailor it to the US expecta- 
tions? This reputedly unpredictable and 
potentially ultra-nationalistic politician 
will face a lot of turns and twists in his at- 
tempt to reconcile US demands and his 
people's tragic lack of global perspec- 
tives.” 

Specifically, Nakasone’s solid align- 
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Fleet in the Pacific are depl 
contingencies and so the US would like to 
see Japan Ет of the resulting vac- 
uum. Thus, after Tokyo. announced its 
6.5% rise in defence spending for the fis- 
cal 1983 budget, US Defence Secretary 
Caspar Weinberger issued a statement 
saying that Ja resent level of ex- 
penditure does: cet defence needs in 
a reasonable amount of time.” 


should share mor 
neath that is thi 
by diverting 
the military; 


rden. Under- 
‘gument that 


j “tothe US may be 
more than. symb did.serve to make 
military cooperation more of a two-way 
so streets The US: is: sted in Japanese 
lasers, robots, la le integrated cir- 
cuits, semicondu bre. optics. (for 
communications), -speed computers 
and other sophisticated high-technology 
products on which Japan has already done 
research and development. 

Senior. US officials said that defining 
Japan's defence mission was the emphasis 
of military discussions. Nakasone, well-in- 
formed sources say, made it clear that the 
Pentagon's “wish-list”, went far beyond 
what Japan intends to.do, given its politi- 















ment of Japanese defence policies with 
those of US President Ronald Reagan's 
administration worried many bureau- 
crats and ordinary citizens. “Judging 
from what he has said and done, we 
strongly feel that Nakasone aims at re- 
viewing the post-war democracy,” the 
Mainichi Shimbun said in an editorial. 
“This is far from tbe national consen- 
sus." | 

Others, however, supported. the 
prime minister's, ; relatively. hawkish 
stance on defence. “We have to.ask if we 
have enough maritime defence capabil- 
ity to fend- off an invasion from. the 
Soviet Union and to ensure a secure sup- 
ply of crude oil," one businessman said. 


Asked by the REVIEW at a meeting on, 
January 25 of the Yomiuri International 
Economic Society whether Nakasone | 


had ‘raised “American expectations 
beyond his ability to deliver, especially 
on security issues, the prime minister 
said: “I believe that sometimes what Ja- 
panese think and what they profess is dif- 
ferent. The majority of Japanese well 
understand they have to defend them- 
selves." 
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| concern that Nakasone's announced in- 


| favour of more general guidelines, will 








said in an interview that his defence ideas 
are part of “a very long-range timetable ... . 
I would not dare even mention it, even in 
our Diet." He emphasised that his military 
plans are to be within the limits of the Ja- 
panese. Constitution and noted that 
though it has been taboo to talk of revising 
the constitution "there should be no such 
taboo,” 

Given Japan’s modest military capabi- 
lities and. present rate.of build-up, senior 
Pentagon officials anticipate it will be well 
into the 1990s before Japan can fulfil the 
missions mentioned by Nakasone. Mili- 
tary analysts here*say that to detect and 
stop Backfire bomber overflights, Japan 
would have to double its number of F15 in- 
terceptors in addition to improving its air- 


The prime minister must also face op- 
, position political parties at the first ses- 
sion of the 1983 Diet, where he is ex- 
pected: to be heavily criticised. Within 
the bureaucracy itself there is growing 


tention to abandon Japan's customary 
five- and seven-year economic plans, in 


leave the Economic Planning Agency 
and certain divisions within the Ministry 
of International Trade and. Industry re- 
dundant. 52 € 
Despite the- criticism, Nakasone 
seems to be viewed much more posi- 
tively than his immediate predecessors, 
at least by ordinary. Japanese. Perhaps 
“this is because previous prime ministers 
assumed law profiles апа scarcely: 
rocked the political boat, or it may be Ja- 
panese voters..afe relieved. that 
Nakasone has not turned out as badly as 
they. expected. Whatever the case, the 
prime minister has raised the level of 
public interest in national debates over 
several important issues. That is some- 
thing that has been needed for а long. 
time in Japan. > | оз 












equipment to control the four straits, 
more than the self-imposed limit of 17 
gross national product would have 
devoted to military spending. 
Under the new budget, Japan will 
only 13 F15 fighters instead of the 200 
nally planned for fiscal 1983; seven ins 
of 10 РЗС anti-submarine aircraft, an 
rather than 75 T74 tanks. Pentagon: 
cials say that as long as Japan does 
quire the hardware for the projectió 
military power — such as aircraft car 
and troop and transport carriers — the 
position in Asia to Tokyo's slow bu 
will fade. e» 
Ina “big step forward," a Pentagon: 
cial told the Review, “Nakasone 
clearly defined the Japanese militar 
sion.” A National Security Council sour 
told the Review that another aspec 
Nakasone's more aggressive national 
is aiming “to create a climate in Japa 
allow him to do what he wants тос 
Another theory making the rounds here 
that Nakasone wanted Washington to s 
the backlash to his military stance. 
monstrated so that the Reagan admi 
tration will clearly understand the limi 
Japan's defence role in the Pacific... © 
On trade issues there. was far less co 
troversy and hostility than some had ani 
cipated. Although Nakasone : dc 
his talks on, Capitol Hill as “5 
White House officials and congressm 
praised his political courage for maki 
the market-opening proposals: Ву cor 
paring himself toan American baseballs 
lief pitcher who came into a game with t 
bases loaded and no outs, the prime niin 
ter won some sympathy from amused can- 
gressmen. z 
US Trade Representative William 
Brock said that “we have made alo 
progress" to reduce trade barriers 
and have started a process that will: 
to substantial improvement next4im 
meet." US officials also.appear-te: 
on the most. pressing US-Japan t 
















































Brock: a lot of progress. 





untary restraints on Japanese car exports 
to the US. Although Nakasone would not 
commit himself to an agreement, the 
question now appears to be more whether 
the current 1.68 million-vehicle limit will 
be extended for one year or two rather 
than whether it will be extended at all. 

On the highly publicised but largely 
symbolic issue of Japanese beef and citrus 
import quotas, Nakasone was forthright in 
telling US officials that domestic pressures 
prohibit him from relaxing quotas in the 
near future. Japan already takes 60% of 
US beef exports and 40% of US citrus ex- 
ports, but the fact that Japanese quotas on 
these goods are judged by US officials as 
violations of the General Agreement on 
Tariffs and Trade has made them a high- 
profile issue. 

Nakasone also reassured congressmen 
from tobacco-growing states that he 
would not allow Japan's tobacco 
monopoly to take measures that would ne- 
gate a recent tariff reduction on US-made 
cigarettes from 35% to 2095. 

The general trade theme emphasised by 
Nakasone concerned the evils of protec- 
tionism. A senior US official confirmed 
that the prime minister had said protec- 
tionism could evolve from a trade war into 
a real war. “It was the prime minister him- 
self," the US official said, *who expressed 
the commonly held conviction that protec- 
tionism in the period prior to World War 
II not only contributed to the Great De- 
pression, but contributed in some sense to 
the war itself." 

One big question about the Nakasone 
visit remains: will his initial success be 
short term or will it set the stage for the 
long-term tightening of US-Japan rela- 
tions? If Nakasone fails to deliver on what 
the US administration views as his pro- 
mises, a backlash of anti-Japanese senti- 
ment from both the government and the 
general public could result. Some analysts 
consider that Nakasone's bold moves in 
the US may boomerang if Washington 
presses for more Japanese defence and 
trade concessions after getting most of 
what it is now seeking. But for the mo- 
ment, Nakasone appears to have scored a 
diplomatic triumph. 
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JAPAN 


Death without honour 


In the wake of Nakagawa's suicide a bizarre tale of 
heavy debts, betrayal and fear of failure emerges 


By Hikaru Kerns 

Tokyo: Suicide can be а noble way of 
death to the Japanese. Traditionally, if 
done properly, with sincerity and grace, it 
can redress a disreputable life and make a 
worthy one heroic. Normally, there is lit- 
tle reason to cover up suicide. 

But the first report of the death of Ichiro 
Nakagawa, 57, a parliamentary leader 
who ran against Yasuhiro Nakasone in the 
recent election for president of the ruling 
Liberal Democratic Party (LDP) — and 
therefore for prime minister — said that 
he had died of a heart ailment. There was 
a death'certificate attesting this, dated 
January 9, signed by Dr Yoshio Suda of 
Sapporo Central Hospital. At the scene 
was Masaaki Takagi, an MP and close as- 
sociate of Nakagawa, who said the body 
had been found in a hotel room by one of 
Nakagawa's financial backers. 

It was not until three days later that the 
police disclosed that Nakagawa had taken 
his own life — tying a bathrobe sash to a 
bathroom fixture and hanging himself. No 
suicide note was found. His diary, in 
which he wrote daily, was missing. Also, it 
was revealed, the person who discovered 
his body was not the backer but 
Nakagawa's wife. 

Nakagawa had become highly visible in 
Japanese politics. As a vocal nationalist 
with strong ties to the agricultural, fishery 
and construction lobbies, he had led a 
stinging attack on Nakasone and Kakuei 
Tanaka in the last LDP election. He had 
been minister for science and technology 
and had bright prospects of obtaining 
more powerful positions in future govern- 
ments, not least because of his connections 
with Foreign Minister Shintaro Abe. 





The discrepancies between the two re- 
ports of his death raised heated specula- 
tion in the country. There was talk that 
Nakagawa had been forced into suicide by 
his political enemies, or that — in rumours 
passed on separately by a Japanese police 
reporter and a Soviet bloc correspondent 
— he had been murdered. The truth is 
probably sadder. 

The police appear certain, for now, that 
Nakagawa alone made the decision to 
take his own life." The doctor had been 
persuaded by Takagi to falsify the death 
certificate, apparently with tacit police 
understanding. This was done, it would 
seem, because the manner of death was so 
inappropriate to a man of Nakagawa's sta- 
ture and an undesirable death would also 
shatter the Nakagawa faction, whose 
members would be deprived of a memory 
which would be inspiring and could bind 
them together. Takagi took responsibility 
for the false statements and told the press: 
“I wanted to preserve [his] honour." 

But why did Nakagawa commit suicide, 
and in such a fashion? So far only a tenta- 
tive explanation based on a variety of 
sources has emerged. According to Japan- 
ese press reports, Nakagawa had begun 
talking of suicide in December and had 
asked his wife to join him in a suicide pact. 
In recent months his friends had found his 
behaviour odd: his vivacity was gone; he 
complained of fatigue but had difficulty 
sleeping and often took sleeping pills. One 
day a supporter found him at his office, 
sobbing alone while watching TV and say- 
ing out loud: “I am going to die." 

In the November 23 primary election, 
Nakagawa mounted a strenuous campaign 


Nakagawa (2nd left) with LDP presidency contenders: defeat took its toll. 
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-and by relia’ e reports was in сой iderable 
debt; The defeat and debt seem to have 
taken theirtoll- ` 

In Dec ber his top aide, Munéo 
eported by several witnesses 
relied with him. Suzuki 
‘in the election for the upper 

hé Diet this year, especially 

other aide had already decided to 

{өг а. seat in the lower house. The po- 
[1055 of his two aides — particularly 
uki, who had been a stalwart, of 

-Nakagawa's organisation — threatened 
-Nakagawa's effectiveness. Suzuki finally 

agreed to run only if the LDP endorsed 


“him, but Nakagawa was by then already | 
greatly upset. He reportedly told his wife* 


he was considering stepping down from 
the Diet if Suzuki did гип, 

: [n his fast days there were also reports 
of heated discussions between Nakagawa 
and his supporters i 
Takeo Fukuda fi After his death, 


da former LDP MP 


o. "Nakagawa had 
n to look after arid 
hole 


money 
“allegations that his 
ded in chok- 


had it that Nakagawa 
money to Orient 


ompany in J apan. Around the 

"tme of his death Orient Finance was òf- 

fering a public issue and had recei véd the ` 
` Finance Ministry's approval to supporta 
` price level at about Y 1,335 [US$5.64]. In 
“the week after Nakagawa's. death, 
rumours of his links with the company 
7 caused a panic selling of the firm's shares. 
The deluge of selling overwhelmed the 
' supporteffort, said brokers, with the price 

plunging to 3€1,200. 

Politically, Nakagawa death pre 

, means the split 

manner of his go 


pass on | 
since been diligently courted by other fac- | 


tions. A natural destination for many of 


- them is the faction belonging to Fukuda |: 


апа Abe, though the feud between Naka- 
= gáwa's supporters and Fukuda means 
Nakasone and Tanaka will pick up some 
“members. through better inducements. 
2 The agriculture and fishery lobbies have 
4 ost their most uncompromising champion 
the anti-mainstream factions — or 
is left of them — will miss their niost 
poken advocate, 





“and a powerful 


|, rather than Lae who 





їй | Party (SAP) 


Arthit quits the senate as major political pa 
respond to his call for amendments to the c nstit ition 


By Rodney Tasker 

Bangkok: A pall of uncertainty hangs 
over Thailand's political future. For à 
brief period it seeméd as if the army was 


| trying to lead political parties in what it | 
considered the right direction to ensure: 


the country's stability. But now, army 
leaders have ünmistakably thrown down 
the gauntlet to the civilian politicians — 
with the implied threat that if they fail to 


choose the correct course, they must face | 


the’ consequerices. 

The army’s initial tactic was to cajole 
the major political parties into voluntarily 
calling for a special parliamentary session 
to amend the constitution. If all had gone 
according to the -military’s plan, MPs 
would have drummed up the required 176 
signatures — constituting a third of partia- 


| ment, comprisirig the lower house and the 


senate —-to ensure an extraordinary par- 


liamentary session to pass amendments to, 


the constitution (REVIEW, Jan. 27). 
Such amendments would ensure the re- 
tention of. three crucial aspects. of transi- 
has ifo 


onstituencies with can- ` 


"individuals; ав "óp- 


posed to a revised electoral system of pro- | 
| vince-wide constituencies with groupings 


| right of government E it 
‘military officers; to take cabinet’ posts, 
itary-dominated senate |: 


with the tight to join the lower house in 
debates on budgets, no-confidence mo- 


tions and other important issues, If the . 


constitutional process involving these 


transitional clauses is allowed to run its” 


course, these three provisions will lapse 
on April 21, two months before à general 


election set for June. 


The army, spearheaded by commander- 


in-chief Gen. Arthit Kamlang-ek, obvi- | 
ously felt that Thailand ‘was not yet’ rant 
file , 


The proposed voting syste 
was considered unfair ЧО voters as they 
would be required to’ vote. for parties 


special parliamentary ses 


by about 20. Worse, while the Char 


party, one of the three m 


groups, indicated that it wou 


‘other two big p: 


| more than half of whose. me 





Ше}. knew. 


‘and the: Social Action ` 
they would not be pres- ° 





sured into 


would *üphold t 
with his majesty the 


‘head of state and sti 


malay coups sine 

absohite power w 

in 1932. Kukrit's words wi 

lenge to army leaders who were. 

be pushing for the constitution 
ments not simply to keep the preset 
ing system butto ensure that the sen 
be 


that government 0 
ers, can continue to: 


E 
at calling a special p: 
and with the SAP and D 


speed E hi 
the voting system $ оша Бе retain 
че 
people, 
SN e еб good. peop : 
will choose good people to be men be 


in things. which are unc 
` Some observers бене 


from Bangkok's le; 


also opposed any changes s id the со 
боп, "while leaders'of several trad ш ons 


| — possibly at the urging of mili 


ments — made a show of supp 
thit's stand. 
The army's tactic of trying 


"MPs has тешу been: ab 


por hii progress 


steam. 




















me under Nie scrutiny of. Malaysian 


cal stability. At a seminar on modernisa- 
“Чоп and national. cultural. identity «on 
anuary 10-12, Malay, Chinese and Indian 
academics made it clear that racial har- | 
ny and national unity — both professed 
aims of the multi-ethnic National Front 
government — would not be realised. if 
hnic-based leadership groups continued 
strengthen only their own bonds, with- 
| nicis a. genuine mechanism for 


discouraged ipea йе 
al problems. Politicians re- 
pay lip-service to the importance 


national unity, but laws concerned with | 


-called sensitive issues make sediti- 
en the questioning of government 


isions which extend special privileges · 


What was even more surprising was that . 
һе seminar was inspired and convened by | 


Prof. Syed Husin Ali, a man who had been 
i ye 
‘nal Security Act (ISA). 
h NS 


n.a threat to na- | 

work on the. plight of 

country's peasantry had won him in- 

na He ecognition long before his de~ 
tion. : 





Advanced Studies atthe University of 
уа, set the tone for what turned out 


о be the first extensive public discussion | 


f ethnic and class factors in Malaysian so- 


1 relations. Several papers were pres 


ted by academics from. other, Asean 


countries, but. most participans were , 


lalaysian. .- 


alays couirollige police and, 
Chinese dominating the economy. The 
 pposing-monoliths theory is the" | 
which Malaysia's, New Economic Policy 
EP lated m 


——— 


нешше C 


Kuala Lumpur: Race-based. polities:has | 


academics who condemned. it as divisive ` 
_ and dangerous in a society seeking politi- | 













Moles did not result in the pas a 
multi-ethnic attitudes and values among 
workers. Onthe contrary, he said, divisive: 
raed EX forces. from: within the government, as © 
ships in commercial ventures and exclu- | well as outside it, ensured that meaningful 
sive clubs: At the same time, several de- | interaction was quickly destroyed. As an 
vices had been.used to prevent the forma- example, he noted the illegal but. largely 
tionof inter-ethnic Hinks among working- | successful work-to-rule action of the inde- 
cláss people. pendent „Airline Employees Union in 
Husin, said: “The law of the. country. | 1979. The union, which served workers of 
does not look kindly towards a political | the Malaysian Airline System (MAS), the 
philosophy based on class, and none of the | national carrier, was deregistered by the 
existing political parties has succeeded in | government as a result of the action and a 
uniting Malay апа Chinese masses — par- | much-touted proposal for an MAS house 
ticularly the peasants and workers —inef- | union has never been implemented by the . 
fective inter-ethnic movements. On the government. ; 
other hand, traditional values influenced | 
by. religious and cultural norms — which 
are deeply rooted among the masses — 
when exploited by the elites who seek to Ип. private-sector 
win their support, often.lead to the har- | unions to cater xclusively · for Mus- 
dening of feelings for their own ethnic | lims*or, in effect, foi AVS. 
group. and against others. That is why 
Malay-Chinese. antagonism,.. when. kin- 
„dled, can have more severe consequences 
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| Kuala Lumpur аг. Ibrahim, a former лу with which the post of f deputy 
president of the Malaysian Muslim youth | prime minister also goes. — ' 
movement, Abim, dominated the na- The Star gave no figurés as to how many 
tional scene in 1982 without wielding any | of its readers had nominated Anwar over 
teal power and it came as no surprise that | such contenders as Deputy Prime Minister 
he. was chosen man of the year by the | Datuk Musa Hitam, who also dominated 
popular morning tabloid, The Star. the media last year, The i issues which kept 
- But despite the Malaysian media's some- | both of them in the public mind centred on 
what coy role аз massager of political egos | the Societies Act Amendment Bill of 1981 
~~ though. The Star is more independent |. and the Internal Security Act (ISA). andits. 
than most papers here — and the reading | amendments. Musa, as home minister, 
public's perception that the media’s views | had to defend these highly unpopular laws 
reflect those of the government. and аге |’ while Anwar, who had been detained 
sanctified by thé annually renewable press |. without trial for 22 months under the ISA 
licence, the verdict of The Star's approxi- | in 1974, not only consistently criticised the 
mately 100,000 réaders gave а boost to legislation but — before j joining Umno — 
Anwar's already meteoric rise in politics. | also led a successful campaign against the 
Anwar joined the United Malays Na- | Societies Act amendments which finally 
„tional Organisation (Umno), the key part- | were set aside pending redrafting of the 
„пег in the ruling National Front, on March | original 1960 laws. 
` 29 last year, won a parliamentary Seat 16 |... As Anwar won The Star's award in mid- 
days | i | орр‹ : | January, two developments drew. public 
mediately . ap- |. attention to both men. Опе was a govern- 
Ж а deputy minister in the -Prime | ment decision to abandon the 10-year-old 
Minis rim plan to build a hydroelectric dam in Tem- 
с untry and beling that would have damaged hundreds 
„party when he challenged and. de- | of acres ofa national park in Pahang state. 
| feated the incumbent president of Umno's | The campaign against the project was led 
£- Datuk Suhaimi Kam ruddin, | by the Environmental Protection Society, 
{һе Nature Society and Sahabat Alam 
elon: Umno laden. His vic- | Malaysia (Friends of the Earth). АП уеге 
arried wem it the post of one, of the. 

























war led in hisc campaign 
es Act in 1981 and nd early, 






tical freedom and public integrity for fear 
that it will lead to ethnic divisions within.” 

Chandra identified the emergence of 
communal polarisation even within the 
commercial sector, as ethnic groups saw 
the need to build their own citadels of 
power. The NEP is seen by non-Malays as 
designed to allow the government to 
create a predominantly Malay commercial 
and industrial community. When the NEP 
was first introduced, there was organised 
resistance to the passing of the Industrial 
Coordination Act, an NEP-related law 
which requires all manufacturing activities 
to be licensed, thus giving the government 
much control over industry. Then non- 
Malay capital and skills were mobilised 
through ethnic party groupings in the-rul- 
ing National Front, such as the Malaysian 
Chinese Association (MCA) and the 
Malaysian Indian Congress (MIC). The 
MCA established its National Coopera- 
tive Society and the Multi-Purpose Hold- 


ings company. The MIC established the 
Nesa Cooperative Society. 
These organisations,iparticularly Multi- 


Pu are involved in massively 
capitalised operations designed to pretect 
the economic interests of their respective 
communities. The non-Malays see the or- 
ganisations as reasonable responses to 
such government agencies as the Federal 


1982. Inevitably, the government decision 
о abandon the project, omnwhich millions 


opular rulings will be seen as Anwar's 
yandiwork. 

The second development was the news 
hat a number of people convicted under 
the ISA were about to be executed, begin- 
aing on January 18. Frantic appeals by the 
condemned men's lawyers and protests 
rom international human-rights organisa- 
lions had no effect, and two men, Tan 
Chay Wa, 33, and Chiow Thiam Guan, 24, 
were hanged in Pudu prison. Two more 
zonvicted under the ISA, Siri Chai Sae 
Voon, 26, and Lim Kwang Yeow, 24, 
were hanged on January 20. Another 
man, Ishak Khalid, 27, was hanged on 
anuary 21. 

One of the most consistent defenders of 

e charged under the controversial Es- 
sential (Security Cases) (Amendments) 
Regulations, lawyer Karpal Singh, man- 
aged to get a stay of execution for two 
others due to be hanged. But on the eve of 
the hanging on January 18, Karpal Singh 
was not only trying to see the prime minis- 
ter but also trying to contact Anwar, to see 
if he could plead the case with top deci- 
sion-makers. But Anwar could not be con- 
tacted. 

Anwar has made no public comment on 
the executions or on impending execu- 
tions. But the Conference of Societies 
continues to campaign for clemency for 
the condemned men. It appealed to the - 
Pardons Board in a document signed by 
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Land Development Authority, the Urban 
Development Authority and the state 
economic development corporations, all 
of which are perceived by non-Malays as 
helping only Malays — though the govern- 
ment says they have no racial bias. The 
Malays see the non-Malay institutions as 
an alternative economy. Chandra con- 
cluded: “Mutually antagonistic 
economies, like mutually antagonistic cul- 
tures, must lead eventually to a com- 
pletely polarised situation.” 

The most obvious example of polarisa- 
tion is the way the main opposition parties 
have been transformed from their sup- 
posedly multiracial beginnings into racial 
parties. The purely religion-oriented 
Party Islam now campaigns unashamedly 
on issues concerned with religion and race 
as well as with country, while the Demo- 
cratic Action Party (DAP) is seen by the 
Chinese as their champion and it is in the 
Chinese-majority areas that the DAP 
makes its greatest impact. But, Chandra 
added: “The growth of communalism 


Anwar: a star is born. 


such diverse groups as the Young Christ- 
ian Workers, the reform movement Ali- 
ran, the Environmental Protection Socie- 
ty, the United Chinese Schools Commit- 
tees Association, the Young Buddhist 
Association of Malaysia and Abim. 

While Anwar said it was an honour to 
be chosen Malaysian of the Year, he also | 
said that there were many others better 
qualified. Regardless of that, it does look 
as though the honour has brought with it 
problems for the young man, who has yet | 
to develop widespread national support, | 
not so much at the grassroots level as 
among the Umno power-brokers. His 
rapid rise has created enemies and detrac- 
tors with whom he must contend, and 
when it appears that people believe 
Anwar has been responsible for major 
government policy changes, his efforts to 
strengthen support among rivals could be- 
come even more problematic. Anwar has 
told the REVIEW that he would like to lie 
low and get to know the men who matter 
in Umno across the country. But his pro- 
blem now is that he will not be allowed to 
stay out of the limelight for very long. 

— K. DAS 


within ition ranks has made it ex- 
tremely difficult for non-communal par- 
ties to expand. It is worth noting in this 
connection that the Parti Socialis Rakyat 
Malaysia [the Malaysian People's Socialist 
Party, or PSRM] has not won a single state 
or parliamentary seat since 1969. In fact 
there are signs that the party has also tried 
to adjust to the new ethnic trends.” __, 

Another Penang wes 
Kok Wah, explained that ncreasing 
trend towards more ethnigorig: ted poli- 
tics has its roots in the early curtailment of 
radical class-based politics by the ruling 
elites, who banned the Communist Party 
of Malaya and its militant labour unions 
long before independence in 1957. Legally 
constituted socialist parties, which 
emerged after independence, were also 
subjected to harassment and some 
socialist leaders were detained by the gov- 
ernment. The chairman of PSRM, Kassim 
Ahmad, was released in 1981, after more 
than six years of detention, at the same 
time Husin was released. Husin had been 
a member of PSRM's central working 
committee. 

The academics also criticised the cur- 
rent political style because they saw in it a 
tendency of the ruling multi-racial elites to 
*divide and rule" by working together at 
the top, supposedly for racial harmony 
and national unity, while the working and 
peasant classes drifted apart along ethnic 
lines. There are no serious attempts, 
Dr Anuwar Ali of University Kebangsaan 
said, to get at the root causes of poverty 
and the disparity in the distribution of 
wealth. 

The extraordinary feature of the semi- 
nar was that the Malaysian participants, 
who had seen a number of their colleagues 
detained under security laws for promot- 
ing class-based politics, were now ad- 
vocating the breaking down of Malaysia's 
vertically structured ethnic-based political 
system. They must have been only too 
aware that their proposals, if taken to their 
logical conclusion, would eventually re- 
quire the end of such sacred cows as the 
sensitive-issues laws; the ISA; the Univer- 
sities and University Colleges Act, which 
severely restricts academic freedom and 
the autonomy of universities; the trade 
union laws, which reduce unions to little 
more than wage negotiators, and a host of 
similar laws. 

Still, there was some hope that the gov- 
ernment would at least be willing to listen 
to the academics’ views without reacting 
harshly. The government responded 
reasonably to an earlier campaign against 
amendments to the Societies Act 
(REVIEW, Dec. 10, '82) and this was seen 
as a good sign for those who had despaired 
of ever having a meaningful and critical 
discourse with the government. The very 
presence of Husin was symbolic of the new 
government's push at least to appear lib- 
eral. But how the government will behave 
after it has taken in all the arguments put 
forward by the academics is impossible to 
assess. After all, the main advisers to the 
government are the very bureaucrats who 
the academics view as obstacles to break- 
ing down ethnic barriers. ш 


15 





Low 
Mrs Gandhi; protesters in Assam: an elec 


INDIA 


i. з. 


Polling under pressure 


The election in Assam will be held under tight security in the face 
of the continuing student-led campaign against immigrants 


By Mohan Ram 

New Delhi: The troubled northeastern 
state of Assam goes to the polls in mid- 
February to elect a 126-member state as- 
sembly and 12 MPs. It is an election un- 
wanted by most political parties and prob- 
ably by most of the people in a state where 
bomb blasts, arson, kidnapping and mur- 
der have become routine in the past three 
years. 

It is also an election being held under 
extremely unusual circumstances. New 
Delhi is deploying more than 40 battalions 
of paramilitary forces to assist the police, 
the Election Commission having barred 
the use of regular troops to maintain law 
and order during the polls. The govern- 
ment has invoked its special powers to 
curb local newspapers, and ringleaders of 
the troubles which have brought the 
state's administration to a standstill have 
been detained. 

Although all the opposition parties 
were against the forthcoming election be- 
cause of the tension in the state, Prime 
Minister Indira Gandhi had to schedule 
the polls in order to avert a constitutional 
crisis. Assam has had four governments 
since it last elected a state assembly in 
1978. The fall of successive governments, 
occasioned by the continuing and mainly 
student-led campaign against non-Assam- 
ese, was followed by presidential rule 
from New Delhi until the legislature could 
come up with a workable majority. 

But in March 1982 the assembly was dis- 
solved because no combination of parties 
could form a government. Under the In- 
dian Constitution central rule cannot last 
for more than one year except in a state of 
national emergency. Thus New Delhi was 
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forced to call the election before March 
this year. 

Another irony of the forthcoming elec- 
tion is that it will use the same voters' rolls 
as in 1978. The use of these lists sparked 
off protests in early 1979 because they 
contained a large number of so-called il- 
legal immigrants — non-Assamese from 
East Pakistan, and later Bangladesh, and 
from the Indian state of West Bengal. 
When India elected a new parliament in 
January 1980, protesters prevented con- 
tests in all but two of Assam's 14 con- 
stituencies. The seats have remained un- 
filled. Resentment against non-Assamese 
is a long-standing phenomenon, but the 
current campaign also arises out of a per- 
ceived threat to Assamese linguistic and 
ethnic identity from the growing influx of 
Bengali-speaking people. Students also 
allege that the ruling Congress party has in 
the past three decades encouraged the in- 
flux so as to maintain its hold over the 
state. 


he Brahmaputra valley, the scene of 

the campaign, has long been exposed to 
waves of migration from the south, north 
and west. The demographic structure of 
the valley has been changing since the turn 
of the century with a heavy influx from the 
then undivided Bengal, especially from 
the Muslim majority districts where pres- 
sure on land was great. These districts 
later became part of East Pakistan in 1947 
and Bangladesh in 1971. 

After the partition of India, linguistic 
nationalism became the primary issue in 
Assam as a defensive reaction to the Ben- 
gali presence which burgeoned with the 


tion that nobody 


1 эм 
wants. 





Hindu refugees from East Bengal and, 
later, Muslim immigrants. Assamese fears 
now find expression in the demand for de- 
portation of all the so-called foreigners 
who have entered the state since 1951. But 
under an India-Bangladesh agreement 
only those who came after the Bangladesh 
struggle began in March 1971 should be 
deported. 

Over the past three years, negotiations 
have resulted in concessions by both sides. 
The protesters now agree to 1961 and not 
1951 as the cut-off date. On its part, the 
government no longer insists that' all 
Bangladeshis who came after 1971 have 
been deported. However, Bangladesh will 
not accept any of those left — allegedly 
numbering 2.3 million — because it says 
all the refugees have already been repat- 
riated and there has been no exodus into 
India since the December 1971 war. 

The issue has thus been narrowed down 
to those who came between 1961 and 
1971, numbering about 960,000 people, 
mostly Hindus. The protesters want all of 
them dispersed among other Indian states 
because they cannot be deported. The 
government does not accede to this. It 
wants a selective approach, which means 
granting citizenship to those who qualify 
for it under normal procedures and allow- 
ing many of them to stay in Assam. 

The problem not only has a past; it also 
has a future. A discreet influx continues 
even if Bangladesh denies it. Effective 
steps to prevent a further influx — such as 
a wall or a barbed wire fence along the en- 
tire Assam-Bangladesh border — are 
among the specific demands of the pro- 
testers. Dhaka has already opposed any 
such measure. 

With no immediate solution in sight and 
faced with ordering an election, Mrs Gan- 
dhi is making a virtue out of necessity — 
by dissociating the state's problems from 
the electoral process. For their own elec- 
toral convenience the opposition parties 
have sided with the protesters. Whatever 
the verdict of the election the protests are 
unlikely to die down soon, and Assam will 
remain a difficult state to govern. 
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New Model W20—buckets to 2.5 yd" (1.91 m"). Rear axle oscillation plus torque 
proportioning differentials provide maximum traction on muddy. slippery sites 


NEW W20 


Our best-selling articulated loader just got better. The new 
W20 has more power for bigger bites in heavy, tough mate- 
rials. The high-torque diesel engine permits this fast-moving 
loader to handle over 7,000 kgs. on every pass. Full power- 
shift transmission with torque converter automatically adjusts 
to load conditions. Center-pivot power steering speeds work 
cycles in rough, congested sites. 


The W20 is one of many Case models ranging from 37 to 
185 SAE net hp. (28 to 138 kW). Models W11 through W36 
incorporate these standard high-production features: 

è Powershift transmission. 

e High-torque diesel engine. 

e Torque-proportioning differentials. 

e In-line loader linkage—and more. 
See your Case dealer, or write to Asian Representative office 
of the J | Case Company, 12-C 12th Floor, Yen San Bldg., 
268 Orchard Road, Singapore 9, Republic of Singapore. 


JICase 








Model W36— buckets to 4 yd? (3,1 m°). Priority demand hydraulics automatically 
directs power as needed for steering, loading or traction 





Model W24—buckets to З уа” (2.3 т"). Model W18—buckets to 2 yd? (1.53 m") 





Model W14—-buckets to 1 75 yd Model W4—buckets to 5 yd^ 
(1.34 m^). Mode! W11 also available (.38 m^). Hydrostatic drive, infinitely 
buckets to 1 уа“ (.76 m") variable speeds 


Case thinks of everythir j. 


If you want to get to America 
fast, then Thai's Great Circle 
Express is the only way to fly. 

By navigating in a constant 
curve or Great Circle, we are 
able to shorten the distance and 


fly without stopping. 

Our landing point is Seattle 
which is not only 750 kilometres 
closerto Asia than any of the other 
major airports, it is America's gate- 
way to the Mid-west. 


Passengers who are heading 
for Dallas/Ft. Worth, the gateway 
to the Sunbelt cities, don't even 
have to get off the plane. 

Our magnificent 747s offer un- 
paralleled comfort in all sections. 





Our attentive cabin crew 
offer unparalleled service. 

So whether you're reclining 
эп a Slumberseat in First Class, 
iavouringthequietof our Business 
Class, or simply enjoying the 








friendly atmosphere in Economy, 
you'll find that time flies faster on 
Thai. 

But maybe you've woken 
up to that fact 


already. S =, Thai 


Smooth as silk 


"Every man has his price.” 





towards small depositors ho have lost 
with Hongkong 


_ petition the governor to recover their de- 
‘posits. 

Shroff hopes they keep up the pres- 

"sure until either the government pays up 


or, at least, those responsible for what is 


called government "supervision" of 
banks and DTCs stop saying it is the de- 
positors' own fault for not being more 
cautious and admit their own incompe- 
tence. The government has never said it 
has an obligation to protect depositors 
either at banks or at DTCs against the 


failure of these institutions. However, it, 


does claim to supervise: them..This has 


given the impression that' supervision. 


was some form of guarantee. Depositors 
‘may have been at fault in not examining 
the situation. But if “prudential” super- 


vision has been incompetently carried | 


out the government has a responsibility 
' towards them. 


The "supervisory" authority revoked 


America and Panama's DTC registra- 
tion on January 17 — days after it closed 
its doors. At that time, DTC (and Bank- 
ing) Commissioner Colin. Martin was 
quoted as saying that the closure “was no 
surprise to me. 1 have been completely i in 
touch with the situation for some time." 
This statement came a few days after 
Martin had revoked or suspended other 
DTC licences on {һе grounds of in- 
adequate liquidity, saying by implication 
that all others met the requirements. 

If Martin's office really knew some- 
thing was wrong at America and Panama 
but did nothing, it presumably bears 
some’ responsibility for depositors’ 
losses. If, on the other hand, this DTC 
got through the liquidity check only a 


few days previously, perhaps too his of- 


fice bears some responsibility. 

Most stunning of all are America and 
Panama's last-published accounts — 
that is, those available to the public, not 
those provided monthly to the DTC 
commissioner's office. Applying to the 
March 31, 1982, year-end and dated six 
months later, they showed that of total 
current assets of HK$37 million (US$5.7 
million), HK$10.9 million consisted of 
“personal loans." From the notes to the 
accounts one learns; “Personal loans are 
secured on borrowers' overseas proper- 
ties pledged to the company but no legal 
documents are available for auditors' in- 

spection. Interest is charged at fluctuat- 





ing. rates and payment terms un- 


specified." er 


Inother words? for all that Martim sof- 
fice knows — of, apparently, cares — 


money has been lent indefinitely at-un-: 
known interest rates. Secured on birds" | 


nests on the banks of the Panama canal? 
Orona collection of voodoo dolls, possi- 
bly heirlooms of the Honorary Consul of 
Haiti; Y. C. Tang, who until his untimely 
departure several months ago shared.an 
office with America and Panama? If ac- 
counts like thése pass Hongkong's “pru- 
dential, supervisors" then the system is 
worth as much as a voodoo bléssitig. 

if the auditors of Ametica and 
Panama knew so little about the per- 
sonal loans, it is also difficult to see how 


the. DTC. commissioner's ‘office: could 


have been able to: judge whether the 
company complied with laws concerning 


"limitations on advances. In. which case; 


the government should reimburse de- 
positors for having allowed the DTC to 


‘remain in business while not being able 


to show that it met legal requirements, 
What is needed in Hongkong is not 


more of this prudential ‘supervision, 


which takes place mostly behind closed 
doors, but. more. operiness on the part. of. 
financial institutions and public com- 


panies. Let the depositor beware. Butlet. 
him also be told more about жо оу: 


banks and DTCs and what their accounts 
look like. Annual reports usually say lit- 
tle of value. Asto Ownership, there iso: 


way of knowing who controls many. of 


the DTCs in Hongkong as they are hid- 
den behind nominees and complex 
cross-holdings. Should one then avoid 
them: altogether? Perhaps. But. then 
perhaps the same should apply to: banks. 
The commissioner of banking has no 
power to find out who owns Hongkong 
banks. 


* COME to think of it what was the | 


biggest and most surprising DTC col- 
lapse in Hongkong? No doubt about it: 
Dollar Credit. Who owned that? It is not 
entirely clear, but a few hours in the 
companies registry would reveal not 
only close management and shareholder 
links with the Hang Lung Bank but also 
numerous personal links to Overseas 
Trust Bank апа nominee links to Ka 


Wah Bank. What could be more respect- 


able? 


; Put it another way: should depositors: 


now. apply ће DTC commissioner's 
ownership rule of thumb to banks? 10; 
they might show their own prudence by 
avoiding batiks with some links to Dollar 
Credit. That would be unfair. Those 
banks are sound. The supervisory sys- 
temis not. 
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e WHATEVER is going on. 


_ Oriental, the quoted Hongko 


of financier Sir James 
company which has arous 
or interest since Goldsmith first bou 


trol of his Business: 


pire 
| Hongkong), General | Orientar: 


price suddenly took їп Dece: 
1982: starting at HK$7.20. at t 

the high for. 

HKSI6 50 by Decembe 
cember 31 stood at HK$20.5 
shares were issued in 1978 at 

each). Although the pace has sin 
slackened — the oy 24 close v 
HK$21.20 


pi 
risë down to Goldsmith's тесеп 


„agreed bid to buy into the major Unit 


States forest-products group, Diam 


‘International (REVIEW, Dec. 10, '8 


The vehicle for the US$455 millio 
quisition was Diamond USA, describ 


| in the proxy document as an "indir: 
„wholly. owned .subsidiary. of. Ge 


Oriental.” However, that deal w. 


agreed by Diamond shareholders. on 


Oriental shares had 


even begun their dizzy climb. 


One explanation why investors did no: 


immediately rush in may be because the 
меге baffled: by Goldsmith’s comple: 


corporate anatomy with its m 
companies spread across the world’ 
offshore tax havens. Nor did they realise 
the full implications of the Diamond 
(until the REVIEW pointed them 
Goldsmith has not, until now; consoli 
dated assets of associates; into. 
Diamond's accounts. But in Diamond's. 
case assets are to be fully consolidated. 
So if one expects an upturn in the US. 


гесопоту +> in’ particular in hous 


starts — there is perhaps good reason t 


buy Oriental. 


Alternatively, the soaring share pric 
may reflect Goldsmith and his associate 
increasing their own stakes. Goldsmit 
own stake was around 75% at the outset 
On December 12 Goldsmith: was ap- 
pointed chairman of the Oriental board . 
(from which he resigned in July 1980). 
Another new appointee, along with sev- 
eral long-time Goldsmith associates, was 
William Koslo; chairman of Diamond 
International. This may well indicat 


‚тоте active tole for Oriental in future 


with its capitalisation now some HK$2 
billion Oriental can no longer be dismis- 
sed as a mere Hongkong offshoot. ' 








N body! is being asked to fund a proacrangng ir ind | ry . | dependence, the country's economy: was 
nd апарп development scheme for North 






y Ted Morello 


ked to underwrite а multimillion-dollar 
grated-development programme to 
pgrade North Korea's economic base 







ffects of the devastation caused by the 
50-53 war in which Pyongyang. was 
anded as the aggressor by the UN. The 
sistance would be the first comprehen- 
; countrywide allocation by the. UN 
opment Programme (UNDP), thé 


The t олы. .pro- 
e, budgeted at US$16.6 million, for 
-86 spending cycle tilts heavily to- 
upgrading the country's industrial, 
ological and agricultural sectors and 
hsport network, notably its railways 
ушап air-transport. 
mentation of the project hinges 
roval by the ОМЮР» .governin 
convenes here in a special 
n ebruary 14- South Korean 


' Daniel Nelson 

ndon: The European Economic Com- 

unity is trying to thrash out a negotiating 

e for. the sixth session of the. United 
rence on Trade and. Deve- 

























nctad VI.— before the: 
d ministerial meeting of the so-called - 


T1 . developing countries, in 


s. Worried. that the full June: 


р in Belgrade could be a danger- 
frustrating replay of Third. World 
mands and industrialised-country resis- 
ce, the EEC Commission believes that 
ay out of the impasse is a. dose of 


lism? — changing. Unetad objectives. 


rrowing its field of activities, an im- 
icism that the Unctad secretariat 


its net too wide and dabbling i in. 


he tac icis to shift the ар аву оѓ the 
South debate ~ 


ew York: The United Nations is being: 


, in the process, to repair the residual. | of the governing council, can be expected | aim in negotiating the UNDP programme 








be 'alistic vent the difficulties of the South leading 
fhe world economy into. a. deep depres- 


The UNDP report recalls that until in 







orea “os. 7] backward and underdeveloped: The 1950s 

(oom Sel] war followed, with “its attendant devasta- 
tion.” Since then, the. country has 
; achieved a degree of recovery despite its 
that the transport elements of the pro- | heavy reliance on the self-isolating juche 
gramme would increase the North’s mili- policy. Now, however, itis signalling a 
tary capability and. heighten the threat to | cautious willingness to. expand, interna- 
the South. The United States, a member | tional contacts. The government? $ central 








































to raise objections similar to those it voiced | is "to move [North Korea] beyond the 
against UNDP assistance to modernise stage of raw-material. production for ex- 
Vietnam's rail network. ports to technologically more complex in- 
To persuade the UNDP to provide the | dustrial products." 

requested funds, Pyongyang reluctantly 
had to lift a corner of the iron curtain that he largest single expenditure (US$3.3 
North Korea, more uncompromisingly million) under the four-year budget is for 
than any other closed-society country, | the industrial sector. Asserting that the 
keeps drawn over national econothic data. | country's engineering industry is well- 
Even then, the information.contained in | developed, the government says North 
the report, prepared by the UNDP but | Korean factories produce medium- and 
carefully edited by Pyongyang, was | high-speed. internal-combustion engines 
couched in broad-brush and suspiciously | up to 2,500 h.p. and that other plants have 
glowing terms: it spoke of the Kim Il Sung | an annual capacity of 30,000 machine-tool 
government's success in creating à good | units, 10,000 trucks and 30,000 tractors. 


economic base and maintaining a high and The report adds that the government is 
rapid rate of development "based on the | investing heavily in steel production, with 
philosophy of juche,” or self-reliance. an annual output target.of 15 million tons 


‘But before the new UNDP projects can by the end of the decade. A UNDP pro- 
be implemented, the government will | ject originally planned with the Metal Ma. 
have to provide more specific information | terials Institute in Kansan to increase the 





{о the UN agencies that will actually exe- | metallurgical industry's technological 













cute the кош the Food and Ag- | base baud will С state ва be- 





North- South «бөр ол. їп del to pre- 


sion . 
That ‘admonition is clearly aimed at 
Washington, which opposed adoption of 
the provisional agenda for Unctad VI in 
July 1982 but has told the Organisation for 
| Economic Cooperation. and Develop- 
sation conceived almost exclusively in | ment's North-South working party that it 
terms of concessions by the North to the | seeks a common approach with the EEC 
South, and that of commodity-market | to conference problems. . . 
regulation. concentrating excessively on Unity... will. not, be easily - . Won. 
price stabilisation." Washington's preliminary position paper 
For the developing countries of Asia, | on Unctad was described as “peculiar” by 
the main cause for hope in the documentis | a senior commission official. “It hardly 
that the commission identifies Unctad VI | mentioned commodities, and put all ће 
as an opportunity to re-launch interna- | emphasis on trade,” he said. “They seem 
tional cooperation. It is, says the docu- | to believe that trade can lead you away 
ment, “the only major meeting of 1983 at | from all evils. It s a bit amazing in the 
which it will be possible for most themesof | Unctad context.” 
the North-South dialogue to be examined The commission guidelines. highlight 
comprehensively Бу all. the members of | this difference of approach by pointing out 
the international community." that, whereas the constant growth of 
The document does not go quite as far world trade was once taken for granted, 
as saying that recovery from recession will | the urgent issue now. is internal- -adjust- 
come through the Third World — a | ment policies. The energy, food and debt 
Brandt Report-type formula that would | crises had demonstrated:the. unsuitability 
be totally unacceptable, for example, to | of many.domestic policies in a time of re- 






















Britain. (The Brandt Report was the re- | cession, so less emphasis should be given 


|-.| port of a commission chaired by former | totrade.and more to development — “the = : 


ber | West German chancellor Willy Brandt to | efforts to adapt domestic. policies to thi 










ge 
ontroversial areas: “То supplemen 





traditional approach of trade liberali. 







examine ways of effecting a massive trans- | new context and the support those efforts © 
fer of world resources.) But it stresses that | deserve- to- receive from. external re- 
the EEC "should endeavour to re-launch | sources." 















North Korean railways: undergoing modernisation. 


cause of the UNDP's general funding cut- 
backs (REVIEW, Aug. 20, '82). It was 
aimed at developing alloys to combat the 
piping corrosion that plagues the coun- 
try's chemical industry. 

Pyongyang is also giving priorify to de- 
veloping the electronics industry and in- 
troducing automation. UNDP assistance 
is sought in applying micro-computer 
technology to industrial-production auto- 
mation. Under a UN-assisted project ap- 
proved in 1980 and scheduled for 1984 
completion, the Academy of Sciences' in- 
stitute of electronics is establishing a pilot 
plant and training centre to produce 
bi-polar digital integrated circuits. 


The commission's view is that trade in 
the 1980s will be dominated by the way 
North. America, Western Europe and 
Japan manage their economic and trade 
relations, A.nod is also made in the direc- 
tion of the newly industrialised countries, 
or NICs, as “another factor which must 
also be taken into account.” Such cursory 
treatment is probably intended to gloss 
over the increasingly tough line which 
some EEC members take over the NICs. 


he North-South aspects of the trade is- 

sue are described as important but not 
fundamental, and the approach to North- 
South trade problems developed in the 
1970s — non-reciprocity, non-differentia- 
tion between developing countries, 
generalised system of preferences — is 
one of the subjects which the paper says 
must be reconsidered. 

Reconsideration is considered vital be- 
cause the increasingly differentiated levels 
of the developing countries' economic 
development mean that solutions must be 
tailored to specific situations (a formula 
which some developing countries wil] see 
as ari attempt to whittle away the cohesion 
of the Group of 77) and because tariff mat- 
ters have become of secondary impor- 
tance to the question of market access. 

The document divides the South into: 

» The most-industrialised — for whom 
the major issue is complete integration 
into the multilateral trading system. 
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The second-largest budget item is 
US$2.2 million for science and technol- 
ogy. The report says 200 institutes are 
carrying out basic and applied scientific 
research into specific problems of weather 
forecasting, marine science, tidal-land re- 
clamation and the use of such energy 
sources from the sea as tidal power and 
offshore gas and oil. 

Reporting on North Korea’s agricul- 
tural sector, which has been allocated 
US$1.1 million, the government says the 
country has 2 million ha. of arable land, 
with rice and maize the main crops. It pro- 
jects a grain-production increase to 15 mil- 
lion tons by the decade's end from 1979's 


ws. 


Brandt: an unacceptable formula. 





» Low- or middle-income countries — 
which cannot follow the example of the 
NICs, particularly those in East Asia, 
without serious dangers. 

» The least-developed — which need 
help in starting the industrialisation pro- 
cess through measures such as the promo- 
tion of commodity processing and the es- 
tablishment of regional common markets. 

So, the document says, South-South 





output of 9 million tons, About 700,000 — 
ha. is planted to maize, most of which is 
used for animal feed, sugar production | 
and industrial purposes. 

Under the UNDP programme, Pyong- 
yang plans to upgrade maize production 
by training specialists and introducing new 
plant varieties suitable for human con- 
sumption. The UNDP funds would also be 
used to accelerate studies aimed ettredt- 
ing new, high-yield crop varieties through 
cellular genetic engineering and micro- 
organism breeding in coeperation with 
foreign institutions. 

In transport, the nation's 4,500-mile rail 
network, which handles the bulk of long- 
distance freight and passenger services, is 
undergoing modernisation. Rather than 
increasing rail capacity via costly addi- 
tional track construction, the government 
has elected to automate the existing sig- 
nalling system. Most of the rail system is 
already electrified, though inter-city links 
are still single-track. 

The North Korean Government is ask- 
ing the UNDP for assistance to train Civil 
Aviation Administration personnel and to 
instruct in the installation, operation and 
maintenance of new facilities to accom- 
modate both domestic and international 
traffic. At present, the country is linked to 
the outside world only by Moscow and Pe- ~ 
king services. But Pyongyang is said to be 
keenly interested in developing civil-avia- 
tion ties with other international airlines, 
including those in the West. Under the 
UNDP programme, the most immediate 
focus would be on providing training for 
air-traffic controllers. 


trade must be developed, in particular by 
putting trade relations between countries 
in the South on a preferential basis. This is 
underlined by the warning that in its cur- 
rent period of intense adjustment, the 
EEC has only limited room for man- 
oeuvre in achieving further progress in 
multilateral trade liberalisation. 

A sign of difficulties to come over trade 
issues surfaced as soon as a meeting was 
held within the EEC framework in De- 
cember 1982 to discuss the commission's 
guidelines. A number of participants ar- 
gued that the document seemed too de- 
fensive and that the community should not 
give the impression of being negative. The 
presentation is therefore likely to be al- 
tered during the next round of discussions 
on February 2 and the apparent opposi- 
tion between trade and development is 
also likely to be re-worded. One particip- 
ant commented: *We wantto give a signal 
to the outside world, and to the Group of 
77 in particular, that the community is en- 
tering into negotiations in a positive man- 
ner. But as the guidelines say, our room 
for manoeuvre is limited and this will un- 
doubtedly be a major source of difficulties 
for us at Belgrade." 

The second area which was criticised for 
being too pessimistic was commodities, on 
which the guidelines were also said to be 
insufficiently specific. There were calls for 
a more detailed working paper on the sub- 
ject. If the commission misses its March 
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e guidelines note that agreements | „ы э © | 1 ; 
have not always achieved their principal - 
*- objective of price stabilisation. There is rn Ing on è e Wa 
- “hardly any prospect in the medium term" 


that 


. of international agreements being con- 
+ cluded for many agricultural — or mineral 
- = products of importance to world trade. 
‘This 8 another area in which re-examina- 

tion is callectfor, { 
Тһе measures envisaged by the commis- 
sion are a combination of official and pri- 
vate financial assistance, national deve- 
lopment, new sectoral strategies and in- 
ternational agreements enabling develop- 
ing-country producers to maintain or re- 
gain a satisfactory world-market share. It 
pinpoints a fundamental imbalance of 
over-supply in coffee, cocoa, tea and 
sugar because of the extension of planta- 
tions in response to high prices in 1975-79. 
- If this persists, agreements will find it dif- 
- ficult to prevent prices falling in real 
- terms. International efforts should there- 
. fore be aimed at limiting erratic fluctua- 
tions, backed by measures to cushion 
commodity exporters from declines in 
their earnings, and efforts to increase the 
value of their exports and to promote di- 

. Versification. 


_ С moother arrangements for interna- 
tional financing and recycling of capital 

- between surplus and deficit countries ate 
considered essential. For the less-de- 
veloped only a “substantial increase" in 
- official aid can help, “contrary to the cur- 

- rent tendency to pay greater attention to 

commercial motives in the choice of reci- 

pient countries [mixed credits]. " 

-— For middle-income developing coun- 
_ tries, increases in net flows of bank credit 
. depend on better prospects for growth 
. and exports; a drop in world interest rates 

and an improvement in terms of trade; 
debt rescheduling, and increased confi- 

. dence by the banking community in the 
_ capacity of the world's monetary au- 

- thorities to manage debt crises. Banks are 
_ Said to have an important role in funding 

the developing countries' external deficits 

_ — but “the relative importance of bank 

_ flows has grown excessively since 1974." 
— s The commission stresses that though it 

may be tempting to see aid efforts stagnate 

- because of the recession, “it is essential on 
the contrary to recognise that stagnation is 

_ itself a source of the appreciable aggrava- 

tion of the world recession and could soon 

— have even graver consequences if the 
_ "trend is not speedily reversed" — another 
. recognition that global recovery is not just 

a matter for the rich to sort out themselves 
but requires the participation of the poor. 

That analysis will receive a further boost 
‘with the publication in February of the 
second Brandt Report. 

‚ The report will take the form of a joint 
memorandum agreed by the members of 
the Independent Commission on Interna- 
tional Development Issues under the 
chairmanship of Brandt and entitled Com- 
mon Crisis. Like the original Brandt Re- 
,port it will argue the case for North-South 
interdependence. 


Foreign-owned insurance brokers w 


they will be the next target of Filipinisation 


By Leo Gonzaga 
Manila: The Office of the Insurance Com- 
missioner has just prescribed a Filipino- 
citizenship requirement for the broking 
sector 5f the insurance industry. While 
worried foreign investors are asking whe- 
ther theentire industry is the next target of 
Filipinisation, what the commission has in 
mind is something else — a so-called 
offshore insurance system which will en- 
able overseas companies to write selected 
risks in the Philippines under certain con- 
ditions. 

During his state visit to Washington in 
September 1982, President Ferdinand 
Marcos repeatedly promised that there 





Marcos in the US: no nationalisation. - 


would be no fationalisation, Filipinisation 
or confiscation of foreign assets in this 
country. Just two months later, in 
November, the commission made. its 
move on foreign insurance brokers. It is- 
sued a circular under which any applicant 
for à broker's licence must be a Filipino 
citizen, except if he is already licensed as a 
broker. The applicant also has to be a per- 
manent resident and show other qualifica- 
tions. The chief operating officer of a 
brokerage company must be a Filipino, 
too. 

In a talk with the REVIEW, Honesto 
General, president of the Association of 
Insurance Brokers, gave the impression 
that foreign brokers are not complaining, 
at least publicly; since the circular covers 
only prospective applicants, so existing 
brokers are not affected, and moreover, 
are protected from the entry of new 
foreign competitors. Thus the Insurance 
Commission has in effect made the brok- 
ing sector a closed shop. 






Those most likely to be concerned are 
expatriate chief operating officers of local 
insurance-broking firms, who will have to 
give up their jobs to Filipinos. However, 
the key man in such a company is not 
necessarily the chief operating officer, 
said William Ligenza, president of 
foreign-owned Omni International Con- 
sultants. In some cases the soliciting agent 
is more important. There are 80 licensed 
brokers in the Philippines, of which 20 are 
members of the association. There is no 
data available on the commission income 
of brokers or on the premium income they 
generate for insurance companies. 

According to General and Lawrence 
Gotuaco, co-managing director of locally 
owned Gotuaco, del Rosario and Asso- 
ciates, local insurance brokers out- 
number their foreign counterparts, 
though they have no figures. Nor would 
they say whether local brokers handle a 
greater volume of business, so earning 
more commission income than the foreign 
brokers. What they do say is that if the 
client buying an insurance policy is a 
Filipino the preference is for the services 
of a Filipino broker; likewise, a foreigner 
would tend. to seek the services of a 
foreign broker. 


Т, of the largest insurance-broking 
firms are local with minority American 
equity. They are Anscor Insurance Brok- 
ers and Marsh and McLennan. United 
States investors own 20% of Anscor and 
30% of Marsh. Another major firm with 
foreign equity is Smith Bell Insurance 
Brokers. Among those known to have 
substantial if not majority foreign owner- 
ship and considered ^ heavyweight 
operators are Jardine Davies Insurance 
Brokers, Keller Insurance Brokers, Win- 
ternitz Associates Insurance and Zuelling 
Insurance Brokers. Most, if not all, have 
expatriates as chief operating officers. 

While members of the brokers' associa- 
tion are reasonably happy with the locali- 
sation move, they are concerned over the 
implications of the proposed establish- 
ment here of an offshore insurance sys- 
tem. A bill to this effect was filed at the 
National Assembly in 1980 but was later 
withdrawn because of protests by local in- 
surance companies. It is being revived in 
the current assembly session, with the In- 
surance Commission providing the main 
impetus. : 

Only special, hard-to-place risks would 
be assigned to the offshore insurance com- 
panies. Life, health and accident risks 
would not be covered, Insurance Commis- 
sioner Gregoria Cruz said in a memo to 
Prime Minister Cesar Virata. The special- 
ist risk policies are beyond the writing ca- 
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d to pay a licensing fee of 


US$1,000 and à statutory deposit of US$3 
million. | 
Despite Cruz' argum there is 
mounting opposition to th sal, with 
local insurance brokers claiming that they 
will be,plàced at a great competitive dis- 








"advantage. The weak ones will be swal- | 


lowed ‘by overseas companies, warns 
Gotuaco. Such. fears may. prove mis- 
placed, there being no indication yet as to 
whether companies will be prepared to in- 
vest more than US$3 million just for the 
privilege of being able to write selected 
risks within the Philippines. 

The prospect that the local insurance in- 
dustry may be Filipinised. is, however, 
concentrating attention in a market where 
four foreign-owned firms are said to 
handle some 50% of total life-assurance 
business. They are Lincoln Philippine Life 













Insurance, Manufacturers Life Insurance, 
| Philippine-American Life Insurance and 


Sunlife Assurance. There have already 


j been reports that overseas companies 


based here will be required eitherto tie up 
with local firms or to sell a portion of their 
equity to local investors. Although Gen- 
eral says he is not aware of any bill in the 
pipeline seeking to Filipinise the мну, 
speculation continues. ^ ^ сш 





COMPANIES. 





rounded up - | 


The depth of recession in 


Malaysia prompts a debate 
about economic directions 


By K. Das. 


Kuala Lumpur: The depth of the Malay- 
sian Government's concern over the pre- 


‘sent state of the country's economy be- 


came apparent at the seventh Malaysian 
Economic Convention held ‘here. on 
January 18, with Bank Negara (the central - 
bank) taking a more bearish view than the 
Ministry of Finance. Various government 
economic policies and institutions which 
have long enjoyed sacred-cow status also 
came in for hard criticism at the meeting, 
the theme of which was: “The Malaysian 
economy at the crossroads: policy adjust- 
ment or structural transformation.” 

Bank Negara deputy governor Lin See 
Yan saw the major Malaysian problem as 


| the growth of government expenditure, 


which had exceeded revenue, resulting in 
the federal government deficit hitting the 
M$10 billion (US$4.4 billion) mark in fis- 
cal 1982. This is equivalent to 19% of the 









country’s gross national product — the 
highest such ratio. in the: world. Since 1978, 


A leaky boat unrocked 
The Hongkong Government is apparently concerned that any 
investigation of the Carrian group would impede rescue efforts 


By Philip Bowring 

Hongkong: Government authorities are 
apparently holding off from official inves- 
tigations of the dealings and accounts of 
the Carrian group, and particularly of its 
quoted components, for fear of "rocking 


. the boat." The worry is that any close in- | 


quiry at this stage would make a rescue of 


Carrian even more difficult than it is al- 


ready and that the failure of the group 
would have serious consequences — 


though more psychological than real — 


for the economy, : 
A week ago the REVIEW revealed that 


‘most of the profits announced by quoted 


Carrian Investments since December 1981 


- had never actually been realised. Partial 


profits from two major deals — one of 


| which was alleged to carry-an-uncondi-- 


tional. bank. guarantee — which were 


| never completed were included in the au- 


dited results for 1981. Profits from other 
uncompleted deals were included in (un- 
audited) results for the first half of 1982; 
The Asian Wall Street Journal also re- 
vealed recently that the original deal 


which: launched: Carrian into the public | 





eye — the purchase and announced resale 


ata huge profit of Gammon House (an of- 


fice building.in Hongkong's Central Dis- 
trict, now called Bank of America- 
Tower), had never been completed. 

The REVIEW article also quoted from a 
document produced by Carrian's own 
merchant bankers, Wardley, which 
showed that the insolvent parent com- 


„pany, Carrian: Holdings, had made “gifts” 


of jewellery worth HK$32 million 
(US$4.9 million) to unnamed parties and 
that Holdings, a private company, owed 


. nearly HK$200 million to its quoted sub- 
'sidiary: Separately, the REVIEW disclosed 


that Carrian group. chairman George 
Tan's Singapore passport had expired in 
1974 and questioned the basis on which he 


| remained i in Hongkong. 


There are no fewer than five arms of the 
Hongkong Government which could be 
investigating aspects of the situation: 

* The Securities Commission. It has 


|. wide powers under Section 127 of the Sec- 





urities Ordinar 
































given rise to what Lin called a 

dilemma." His recommendation was to 
build domestic engines of growth, centr- 
ing on housing and agricultural develop- 
ment. 

The Finance Ministry line, as expressed 
by Datuk Ramon Navaratnam, the deputy 
secretary of the ministry, was more 
cautious, however. Navaratnam said 
there was no fiscal crisis. There were fiscal 
and balance-of-payments problems but 
these did not constitute a crisis. So there 
was no need for any major structural 
change. In reply to criticism, Navaratnam 
said a crisis to him implied a situation simi- 
lar to that of Mexico, on the brink of bank- 
ruptcy. *But in Malaysia, if we pick up 
the phone today to ask for a syndicated 
loan, the banks will come running to us. I 
don't call that a crisis," he said. He admit- 
ted, however, that the government would 
have been heading for a crisis if no steps 
had been taken to check the growing 
budget deficit. “Cutting M$3 billion from 
the budget, which we did last year, was a 
major adjustment, without which tpe situ- 
ation might have become critical." 

Other speakers were not so sanguine. 
The research director of the Consumer 
Association of Penang, Martin Khor Kok 
Peng, noting that the trade balance fell 
into a deficit of M$2.5 billion in 1982 com- 
pared to a deficit of M$110 million in 1981 
and a surplus of M$5 billion in 1980, urged 
major structural changes. Proposed mea- 
sures included increases in food produc- 
tion, greater encouragement of small- 





this is deemed desirable in the interests of 
rotecting shareholders. (Dollar Credit 

{н Holdings], the quoted parent of failed de- 
posit-taking company Dollar Credit, is 
dep the subject of such a probe). 

secretary. He has sole 
authority under Section 143 of the Com- 
panies Ordinance to appoint inspectors 
into a company. The numerous grounds 
include where-"there are circumstances 
suggesting that [shareholders] have not 
been given all the information with re- 
spect to [a company's] affairs that they 
might reasonably expect." Inspectors ap- 
pointed under the Companies Ordinance 
have a few more teeth than those under 
e Securities Ordinance. 

Commercial Crimes 
а, Its brief includes investigation of 
evidence regarding possible breaches of 
the Companies Ordinance. Normally this 
department only acts either on the initia- 
tive of other bodies, such as the Securities 
Commission, or in response to complaints 
by the public. It says that to date it has re- 
ceived no complaints about Carrian. 

> The Independent Commission 
Against Corruption. It does not comment 
on whether or not matters have been 
brought to its attention. 

» The Immigration nt. It re- 
plied to the REVIEW's information and 
queries on Tan's status as follows: “The 
information is of interest to us and we are 
looking into the matter [but] it is not our 
policy to comment on individual cases." fi 
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acts, 
Navaratnam: So faa! crisis. 


scale industries that could provide many 
basic goods and more jobs, upgrading of 
existing technology with reduced depen- 
dence on high-cost imported technology, 
development of a local pharmaceutical in- 
dustry and stress on the development of 
public transport rather than private car 
ownership. 

These points were raised variously by 
speakers who criticised, among other 
things, the idea of a Malaysian car — as 
planned by the administration of Prime 
Minister Datuk Seri Mahathir Mohamad 
(REVIEW, Dec. 24, '82) — as unrealistic. 


By th goal 
having 90% local content for its cars, 






cording to Chee Peng Lim of the Univer- 
sity of Malaya, the price of the local car — - 
was likely to be thrice that of the imported _ 
model. He went on to say: “Overall, the | 
establishment of an integrated automobile B 
industry does not look promising. The i ing 
dustry’s job potential is low, the "Opti- . 
mal size of production is* very large, - 
Malaysia has no raw-material adv: 
and backward linkage effects are limited.” 
In recognition of this the government had | 
shelved the local-content programme A 
1973. b 
Another critic of the government was à 
the dean of the Science University 
Penang, Prof. Kamil Salih, who said siruc- 9 > 
tural adjustments such as the “look east” _ 
policy or a second round of import sub- — 
stitution or industrialisation were “mid- - 
dle-order" responses which had hee i. 
roles. But he believed that structural: 
transformation was the only effective ans- P t- 
wer. An end to subsidies for state | 
economic corporations and land гери e 
were lines of action appropriate to the _ E 
seriousness of the problem. MI 
Prof. Ungku Abdul Aziz of the Univers | 
sity of Malaya condemned the state _ 
economic development corporations ав 3 
basically inefficient instruments. Another _ 
economist, Michael Ong, said these public _ n 
corporations were performing badly be- — 
cause there was a lack of manpower, lax | 
internal and external controls and the dif- — — 
ficulty of relating them to the goals of na- | 
tional unity. a | 











COMPANY RESULTS E 


Matsushita glows 


Matsushita Electric, Japan's largest 
manufacturer of electrical consumer 
products, reported net profits of ¥95.7 
billion (US$414 million) on an uncon- 
solidated basis for the year ended Nov. 
20, 1982. The figure represents an in- 
crease of 14.4% from the prèvious year’s 
level despite a slow growth of 5% in sales 
to ¥2.47 trillion. Net income per share 
was ¥60.69, up from # 58.55 previously. 
The dividend was unchanged, remaining 
at ¥10. 

The company said the increase in net 
profits was partly due to the rise in di- 
vidends and interest received to ¥50 bil- 
lion and a drop in tax payments. Slow 
growth in sales, on the other hand, was 
caused by dull demand overseas and at 
home. One bright spot, though, was in 
sales of video tape-recorders. The com- 
pany said volume sold was up 40% 
though value rose only 27%. But cost of 
materials and sales-promotion activities 
overtook gains from the yen's deprecia- 
tion during the period, resulting in a 
drop in operating profits of 10,6%. 

The company expects profits of #172 
billion for the current fiscal year with 
major gains in sales of office-automation 





equipment in the home market. Exports | - 
of video tape-recorders to Europe and |. 
sales of audio equipment are expected to | 
remain sluggish. —KAZUMIMIYAZAWA | 


No small beer 


Australian-based Carlton and United | 
Breweries reported net profits of A$24.6 | _ 
million (US$24 million) in the six] - 
months to Dec. 31, 1982, a slight rise of | - 
5.3% in the face of a sharp increase in in- | 
terest charges, which jumped 61% to | | 
A$18.3 million. This increase largely re- | - 
flected financing of the purchase of a | - 
controlling 49% stake in the major farm- 
ing, trading and finance group Elders 
IXL Ltd. The Elders result was not con- 
solidated, but dividends of A$9.2 million 
— primarily from Elders — were 
brought to account. Group turnover 
during the half moved ahead 11% to 
A$509.9 million. Partly reflecting rebat- 
able dividends, tax charges slipped to 
A$12.4 million (previously A$13 mil- 
lion). The depreciation provision was 
raised to A$7.4 million, up from A$6.6 
million previously. Group profits should 
benefit from recent falls in interest rates. 
An unchanged interim dividend of 6 A 
cents a share has been recommended. 

— BRIAN ROBINS 











ed lower; Japan saw weakness and un- 
ainty, and Taiwan and South Korea 
Xperienced traditional pre-Lunar New 

'selling. Bangkok was strong after an 
rest-rate cut.. 


ngkong 


Hang Seng Index pushed through the 
point resistance mark early in a period 
almost consistently featured last- 
ite buying sprees, but steady profit- 
pulled it well below that level to 
€ the five sessions, with. a marginal 
flurry of purchases near the. clos-. | 
bell on Jan. 18 and 19 took the index to 
period's high of 908.56 but by Jan..21 
ns of the past fortnight were being 
ей: as increasingly fragile and the 
dex closed the day. at 871,99, Further 
ts about the prospects for a proposed 
of the Carrian group did not help. 


























































Index finished the period at 4,320.82, a 
loss of just under 25 points: The Straits 
Times Industrial Index ended at 759.84, 
down just over one point. Daily.volumes 
ranged from 7.8 million to 11.4 million 
shares. Plantations were again among the 
most active issues — due mostly to over- 
seas buying, according to some analysts. 


Kuala Lumpur 

Prices were eroded by a round of selling 
that many investors had expected. But 
further profit-taking was offset by fresh 
buying. Wall Street's performance is ex- 
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ing weeks. Frasér’s Ind 
the period down 18.89 points, at 2,633.19. 
Resource and plantation stocks, as well as 
some financial issues, were among the 
most actively traded. Volume was modest 
but up on the previous period, with daily 
turnover averaging 7 million shares. — — 


Tokyo | 
Prices fell back steadily on a broad front. 


Investor morale was set back by receding 
prospects for interest-rate cuts in Japan. 


| There was selling of high-technology blue 


chips such as Hitachi and NEC, aé well as 
Sony and TDK. ‘Tokyo was again influ- 
enced by Wall Street. Trading was slug- 
gish. The mood of the market is still 
clouded. The Nikkei-Dow Jones Average 
closed the period at 7,833.99, down about 
250 points for the period. 


Taipei 

The average weighted index fell seven 
points to close at 448.54, Average volume 
slumped by almost half to NT$307 million 
(US$7.7 million). Analysts ascribed the 
heavy selling pressure to the approach of 
the Lunar New Year, which has tradition- 
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New! For travellers 
who take Asia seriously. 


The 12th edition of the All- 


Asia Guide is simply crammed 
e ZR | К with new up-to-the-minute 
Р, ; information, including facts and 
et 


figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters оп both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
yp; SENSE black-and-white pictures. 
= "d hc | ET / AA » All of which adds up to over 
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i Asias, most. completé B f 680 pages of vital information 
^ review? T: Kid D th Editon 1. ^7 for business and pleasure 
t y wf Г" ^ "ТО „ы travellers in Asia. 





RT à e To make sure of your copy, 
Now In its 12th Edition. send off the Соро toden. d 
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о: Publications Division, R0203AG12 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is И 
і Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition.as indicated. I enclose a published by the Far Eastern i 
1 Economic Review, Asia's most 
i Cheque/postal order for: — = — ш, respected business weekly. i 
[ No. of copies Г] by surface C by airmail* i 
ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. FAR EASTERN EI ECONOMIC 
| *For airmail delivery, please add:- HK$35/US$6/£3.25/S/M$13 per copy. i 
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ne of the by-products of the recent 
ministerial conference of the Gen- 
eral Agreement on Tariffs and Trade in 
Geneva was the emergence of a new 
511. of low-profile and efficient Third- 
World diplomacy. From this, it appears 
Third World representatives are break- 
ing away from the usual North-South 
confrontations and looking for common 
denominators among nations on the as- 
sumption that all economies, rich or 
poor, are interdependent. 

The mode of diplomacy adopted in 
Geneva is in sharp contrast to the politi- 
cised confrontations taking place in 
Unctad, where the rigid mechanism of 
working groups usually allows for ex- 
tremist views to prevail. Also, since the 
Tokyo Round, coordination within the 
informal less-developed-country group 
— the LDCs — has become more sys- 
tematic, especially with regard to textiles. 

The fact that a study on the textile 
trade is to be completed by 1984 is consi- 
dered a major success by Third World 
representatives against industrialised 
nations which have been reluctant to 
liberalise this particular trade. Textiles 
may well be integrated in 
Gatt in the years to come. 
(At present textile trade is 
regulated through a series 
of bilateral agreements 
under the Multi-Fibre Ar- 


rangement.) 

Another positive 
achievement — this one 
stemming from the 


Geneva ministerial con- 
ference itself — was the 
decision of the informal 
LDC group to examine 
the trade of every single 
country in order to find 
out whether Part IV of the 
Gatt rules (dealing with 
preferential trade for de- 
veloping nations) is 
applied according to the 
best-endeavour clause 
and, if not, why. 

It is recognised in Gatt 
circles that two people who personify the 
new-look diplomacy are B. L. Das of 
India and Felipe Jaramillo of Colombia. 
Das, a former expert in the Textiles De- 
partment of the Indian Ministry of 
Foreign Trade, is looked upon as effi- 
cient, knowledgeable and well versed in 
the intricacies of international trade. 
From November 1981 to November 1982 
he served as chairman of the Gatt coun- 
cil, the highest organ for carrying out or- 
dinary Gatt business. And from De- 
cember last year, Das has been acting as 
chairman of the contracting parties — 
the highest general body of Gatt. 

He does not claim credit for having 
initiated any new style of diplomacy — 
“talks behind the scenes have always 
taken place and are only efficient if; 





conducted on a personal level and in an 
atmosphere of mutual understanding.” 
he says. But it is generally acknow- 
ledged that the final statement of last 
year’s marathon ministerial conference 
would not have materialised but for Das’ 
preparatory efforts. In fact, the so- 
called Document 403, delivered by Das 
as chairman of the Gatt council, was 
the urfderlying text to the final state- 
ment. 

Das denies the often-heard assertion 
that Gatt is a club of rich nations set 
against the poor. “There was no con- 
frontation of rich against poor, of North 
against South at last year’s ministerial 
conference,” he insisted, “Policymakers 
of developed countries have, a long time 
after their economists, come to realise 
that their economies are interlinked with 
those of developing nations. Thus, if 
they take the necessary steps to improve 
Third World economies, they will them- 
selves benefit.” 

To underline his point, Das notes that 
between 1973 and 1981 a third of the in- 
crease in manufactured exports from in- 
dustrialised countries was absorbed by 













developing nations. This would obvious- 
ly not have been possible without the 
parallel increase of imports by Third 
World economies. 


TJ realisation of this reality by rich 
nations' politicians could help the im- 
plementation of pledges included in the 
final statement of last November's 
ministerial conference. Although in 
theory these are binding, “obviously 
they cannot be enforced; only political 
goodwill can help to fulfil them,” noted 
Das. Since the basic principle of Gatt is 
reciprocity, poor nations are obviously 
at a disadvantage through not having 
much to,offer either in exchange of con- 
cessions or retaliation, which are still the 
most efficient means of ensuring im- 
plementation of Gatt rules. 

Das is nevertheless hopeful that short 
cuts through bilateral agreements — the 
so-called. grey zone — 
will come to a halt, and 
that textile trade, of vital 
importance to many Third 
World countries, will be 
fully liberalised and in- 
cluded in Gatt by mid- 
1986. In 1982 developing 
nations successfully op- 
posed European Econo- 
mic Community pressure 
to legalise this grey 
zone, which at present 
breaks Gatt rules ban- 
ning bilateral deals, 
except with regard to 
textiles. Legalising bilat- 
eral agreements means 
making them selective 
and therefore discrimina- 
tory. But the battle is not 
over and will resume this 
year. 

Moves led by the Unit- 
ed States at Geneva last November to 
liberalise trade in services such as bank- 
ing, insurance and tourism were op- 
posed for obvious reasons by developing 
nations. Das advocates that, if the ser- 
vice trade is to come under Gatt rules, a 
comprehensive renegotiation must be 
held to ascertain how Gatt responds to 
this new challenge. 

Overall, Das is hopeful that, despite 
their different backgrounds and the lack 
of experience in coordinating policies, 
the so-called South nations have come to 
realise the extent of their common in- 
terests and of their strength, if united. 
“This new spirit of cooperation among 
developing nations may well become a 
trademark within Gatt,” he concluded. 
— THERESE OBRECHT 
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Fiji's hotels can accommodate any budc et. 


In Fiji you can live like a 
beachcomber. Or a billionaire. 
Because Fiji offers the widest 
range of accommodation in 
the Pacific. You can rent a 


room in a smart little hotel for 


as little as US$12 a double, 
including breakfast. Spend a 
little more and live in a 
polynesian-style thatched 
cottage, with all modern 
conveniences. Or spend a lot 
more and stay in one of the 
many splendid luxury hotels. 


Fiji's countless attractions 
also offer a great deal. You 
can hire a glass-bottomed 
boat and watch the kaleido- 
scopic underwater world 
float by. Hire horses and 
head for the hills. Lower a 
line and fish for lunch. Bask 
on beaches so white they 
look like snow. Or get tickets 
for the hottest show in town. 
The Firewalkers. 

From Hong Kong, 
Bangkok and Singapore you 


can fly to New Zealand, the 
Pacific Islands, U.S.A. and 
Asia on our Circle Pacific 
Fare. Or travel one way to or 
from the U.S.A. on our 
South Pacific Explorer Fare. 


For details call your travel 
agent, or Air The Pacifics 
New Zealand. Number One 


Come withus #4 1 
soon. In Fiji you'll +1 
meet the world’s Уд 
most accommoda- ge it 

ow 
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CPT shows how your word processor 
--. _ of today can be the first step to 
your automated office of tomorrow. 


ord processing has taken the 
business world by storm. 
Offices large and small are dis- 
covering this great step forward over 
ordinary typing. у 

Unfortunately, thats where most 
people stop. 

They ve accepted their new word 
processors as "fancy typewriters” They 
don't realize they're on the threshold 
of an even bigger idea —called office 
automation. 

CPT has long recognized this poten- 
tial in the office. Thats why all CPT 
word processors are designed to let 
you add new powers~-a step at a time. 

Start with CPT's entry-level word 
processor and expand your system later. 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. aii 
"Now there isn'ta de 
partment in our om- 
pany that hasn't 
benefited from our 
CPT system. You 
might say office ашо- 


mation arrived 



















CPT introduces the OFFICE DIALOG LINK" 





D e" 


Your different departments will 
soon discover the computer power 
of an advanced word processor. CPT 
software will let them do complex 
math, sort files and make up new lists, 
as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 


Mail to: CPT Corporation 











It lets your CPT word processos “talk” to nearly a thousand different office device: including n nini ad T 
main frame computers, other word processors, phototypesetters and OCR 5. 


pages of additional information each. 

For larger systems, the CPT Word- 
Pak II"can store over 11,000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is CPT s new Office Dialog Link? 

Unlike present "networks" offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So what starts out to be a better way 
to type — is in reality a better way to do 
business. And thats what "office auto- 
mation’ really means. 





C/O Davidson and 
Partners Ltd. 

РО. Box K-1017 

Kowloon, Hong Kong 
















C3 Please send me your : 
free booklet: CPT Shows You How 
To Get Ito Word Processing — А Step Ar A Time. 
Та like a CPT sales representative to call me. 
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Title 


4 Company. 

















Address... REB a Da aae НЫД 
Г City. State Zip. 
і Phone (... dinimam x 








| CPT takes the mystery out of word processing. 


Specifications subject to change without notice at the discretion of CPT. 


CPT Distributors 
Worldwide: 
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If You Want to 
Learn More About.. 
Reaching Asia's 
Frequent Business 
Travellers We'd 


Like to Give You 
the Plane Facts! 


When it comes to reaching the heavy fre- 
quent travellers, the Far Eastern Economic 
Review soars above all the rest. 


At present most of the world's leading airlines 
that have routes in Asia use the Far Eastern 
Economic Review regularly as a primary ad- 
vertising medium. Why? The answer is simply 
because the Review reaches the highest au- 
dience concentration of heavy frequent inde- 
pendent business travellers of any regional 
publication in Asia today. And does it more 
cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letter- 
head and we'll be glad to send you a copy of 
the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- 
tional Research Associates. 





FAR EASTERN IE ECONOMIC 


Address your 

inquiries to: 

Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 





For advertisers who 
take Asia seriously 








Two aspects of Belgium: "The Peasant's Dance" by Flemish Master Bruegel the Elder ; 


a 1.000 Megawatt turboalternator by the industrial group ACEC. 


You, Belgium and the BBL 


hatever your commercial aspira- 

tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 


Belgium you already know 


Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 





fifth just across the Channel. Brussels, of 


course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 

A long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highly productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 
GNP. 


But why Banque Bruxelles Lambert? 


Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 





themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 





BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building (15th Floor 
140 Cecil Street - Singapore 0106 

Phone: 223.97.81 - Telex: 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 


Rankine a matter af nannla 


@ HONGKONG Government officials 
е been showing a shocking disdain 
towards small depositors who have lost 
by depositing it with Hongkong 

aking companies (DTCs) which 

оѕей their doors oh créditors, Re- 


itly a band of small depositors of. 


merica and Panama Finance. met to 
t petition the governor to recover their de- 
posits. i 

Shroff hopes they keep up the pres- 
Sure until either the government pays up 


or, at least, those responsible for what is. 


called government “supervision” of 
banks and DTCs stop saying it is the de- 
positors' own. fault for not being more 
cautious and admit their own incompe- 
- tence. The government has never said it 
has an obligation to protect depositors 
' either at banks or at DTCs against the 
failure of these institutions. However, it 


given the: int] 
was some fo | 
n not examining 
i lential" super- 
vision has been incompetently carried 
out the government lias à responsibility 


ority revoked 
DTC registra- 
after it closed 
'€ (and Bank- 
"Martin was 


Sup 

touch with the situation for some time." 
This statement came a few days after 
Martin had revoked or suspended other 
DTC licénces on the grounds of in- 
adequate liquidity, saying by implication 
that all others met the requirements. 

If Martin's office really knew some- 
thing was wrong at America and Panama 
but did nothing, it presumably bears 
some responsibility for depositors’ 
losses. If, on the other hand, this DTC 
got through the liquidity check only a 
few days previously, perhaps too his of- 
fice bears. some responsibility. 

Most stunning of all are. America and 
1 Panama’s last.published accounts -— 
that is; those available to. the public, not 
"those provided- monthly to: the DTC 
commissioner's office. Applying to the 
March 31, 1982, year-end and dated six 
months later, they showed that of total 
current assets of HK $37 million (US$5.7 
million), HK$10.9 million consisted of 
“personal loans.” From the notes to the 
accounts one learns: “Personal loans are 
secured on borrowers’ overseas proper- 
ties pledged to the company but no legal 
documents are available for auditors' in- 
spection. Interest is charged at fluctuat- 








ing rates and payment terms un- 
specified." 
«In other words,for all that Martin's of- 


fice knows — or? apparently, cares = 
money has been lent indefinitely at. un- | 


known interest rates. Secured on birds’ 


nests on the banks of the Panama canal? 
"Oronacollection of voodoo dolls, possi- | 


bly heirlooms of the Honorary Consul of 
Haiti, Y. C. Tang, who until his untimely 
departure several months ago shared an 
office with America and Panama? Т ac- 
counts like these pass Hongkong's "pru- 
dential supervisors" then the system is 
worth as much as a voodoo blessing. 

If the auditors ‘of America and 
Panama knew. so little about the per- 
sonal loans, it is also difficult to see how 
the DTC commissioner’s office could 


-have been able to judge whether the 


company complied with laws concerning 


limitations on advances. In which casé,» 


the government should reimburse de- 
positors for having allowed the DTC to 
remain in business while not being able 
to show that it met legal requirements. 
What is needed in Hongkong is not 
more of this prudential supervision, 
which takes place mostly behind closed 


doors, but. more openness оп the part of». 


financial institutions and public com- 
panies. Letthe depositor beware. Butlet 


him also be told more about who owns: 
banks and DTCs and what their accounts: 


look like, Annual reports usually say lit- 


tle of value. Asto ownership, there is no. | 


way of knowing: who controls many. of 
the DTCs in Hongkong as they are hid- 
den behind nominees and. complex 


cross-holdings. Should one then avoid. 


them altogether? Perhaps. But then 
perhaps the same should apply to banks. 
The commissioner of banking has no 
power to find out who owns Hongkong 
banks. 

@ COME to think of it: what was the 
biggest and most surprising: DTC col- 
lapse in Hongkong? No doubt about it: 
Dollar Credit. Who owned that? It is not 
entirely clear, but a few hours in the 
companies registry would reveal not 
only close management and shareholder 
links with the Hang Lung Bank but also 
numerous personal links to Overseas 
Trust Bank and nominee links to Ka 
Wah Bank. What could be more respect- 
able? 

‚ Put it another way: should depositors 
now apply the DTC commissioner's 
ownership rule of thumb to banks? H so, 
they might show their own prudence by 
avoiding banks with some links to Dollar 
Credit. That would be unfair. Those 
banks are sound. The supervisory sys- 
tem is not. 
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e WHATEVER is going 6i 

Oriental, the quoted Hong 

of financier Sir James Golds: 
company which has aroused littl 

or interest since Goldsmith firs 

into itin 1976 (in order to insi 

trol of his business empire 1 
Hongkong), General Oriental's sh: 
price suddenly took off in Decem 
1982: starting at HK$7.20, at that stag 


the high for the year, it jumped. t 


HK$16.50 by December 24 and on De 
cember 31 stood at HK$20:50. (Th 
shares were issued in 1978 at HK$I. 
each). Although the pace has sin 
slackened — the January 24 close 
HK$21.20 — turnover remains relati: 
ly brisk by Oriental's past standard 
Even by Hongkong's- wilder tra 
tions, this. is no mean. perfort 
though; remarkably, it has gone Vi 
unnoticed. Nonplussed brokers put the 
үе down to Goldsmiths reci 
agreed bid to buy into the major Uni 


States forest-products group, Diamo 


International (REVIEW, Dec. 10, '8 
The vehicle for the US$455 millio 
quisition was Diamond USA, descril 
in the proxy document as an “indire 
wholly. owned subsidiary. of € 
Oriental." However, that deal w 
on 


eir dizzy climb.) 

One explanation why invest idi 
immediately rush in may be because tl 
were baffled. by Goldsmith's comp! 
corporate anatomy with. its m 
companies spread across. th 
offshore tax havens, Nor 
the full implications of the Diamon 
(until the REVIEW pointed them 
Goldsmith һаз not, until no 
dated assets of associates -— 
Diamond's accounts. But in Diamon 
case assets аге to be fully consolidat 
So if one expects an upturn in the 
economy — in particular in hous 
starts — there is perhaps good reasoi 
buy Oriental. Sol 

Alternatively, the s 
may reflect Goldsmit! 
increasing their own sta 
own stake was around 7 
pointed chairman of the Oriental bo. 


(from which he resigned in July 1980 
Another new appointee, along with sev- 


| eral long-time Goldsmith associates, was 


William Koslo, chairman of Diam 
International. This may well indicate: 
more active role for Ortental in future 
with its capitalisation now some HK$2 
billion Oriental сап no longer be di 
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sed as a mere Hongkong offsh 








UN body i is being asked to fund. a broad ran ing indus ry . 
1d transport development scheme for North orea. 








w York: The United Nations is being: 
d to und&rwrite a multimillion-dollar 
grated-development programme to 
rade North Korea's economic base 

d, in the process, to repair the residual 
cts of the devastation caused by the 
1950-53 war in which Pyongyang was. 
branded as the aggressor by the UN. The. 
ssistance would be the first. comprehen- 

countrywide allocation by the UN. 
Programme (UNDP), the 

entral aid coordinator, to 


-spo вогей seminars and work- 

proposed integrated, pros 
udgeted at US$16.6 million, for 

-86 spending cycle tilts heavily to- 
ng the.country's industrial, 

Xogical and agricultural sectors and 
nsport network, und its аА 


ere in a. enint 
. South Korean 
ret of their concern 


y Daniel Nelson 

don: The European Economic Com- 
nity is trying to thrash out a negotiating 
ance for the sixth session of the United 
ns Conference on Trade and Deve- 
pment — Unctad VI — before the 
larch ministerial meeting of the so-called 
roup of 77 developing countries in 
uenos Aires. Worried that the full June 
ieeting in Belgrade could be a danger- 
ly frustrating replay of Third World 
mands and industrialised-country resis- 
ince, the EEC Commission believes that 
way out of the impasse is a dose of. 
realism" — changing Unctad objectives 
narrowing its field of activities, an im- 
it criticism that the Unctad secretariat 






























ade, ы. at the end of December 
1982, show that it favours change in-two 
controversial areas: “To supplement .. . 
the traditional approach of trade liberali- 





«North. Korea, 





be totally unacceptable, for example, to 





that the transport elements of the pro- 
gramme would increase the North's mili- 
tary capability . and heighten the threat to 
the South. The United States, a member 
of the governing council, can be expected 
to raise objections similar to those it voiced 
against UNDP assistance to modernise 
Vietnam's rail network. |... 

To persuade ће UNDP to provide the 
requested. funds, . Pyongyang reluctantly 
had to lift a corner of the iron curtain that 
more uncompromisingly 
than. any other closed-society country, 
keeps drawn over national economic data. 
Even then, the information contained in 
the report, prepared by the UNDP but 
carefully edited by Pyongyang,. was 
couched. in broad-brush and suspiciously 
glowing terms: it spoke of the Kim Il Sung 


‘government’ 8 success in creating a good 


economic base and maintaining a high and 
rapid rate of development "based on the 
philosophy of juche," or self-reliance. 
But before the new UNDP projects can 
be implemented, the government will 
have to provide more specific information 


to the UN agencies that will actually exe- 
сше the programme: the Food and Ag- 


et's be realistic 


he EEC wants Unctad to head off another North-South | 
әм by narrowing its focus and re-launching cooperation 


sation conceived ‘almost exclusively in 
terms of concessions by the North to the 
South, and. that of commodity-market 
regulation concentrating excessively on 
price stabilisation." 

For the developing countries of Asia, 
the main cause for hope in the document is 
that the commission identifies Unctad VI 
as an opportunity {0 re-launch: interna- 
tional cooperation. It is, says the docu- 
ment, “the only major.meeting of.1983 at 
which it will be possible for most themes of 
the North-South dialogue to be examined 
comprehensively by all the members of 
the international community." 

The document does not go quite as far 
as saying that recovery from recession will 
come through the Third. World — a 
Brandt, Report-type formula that. would 


Britain. (The Brandt. Report was the re- 


| port of a-commission chaired by former | 


West German chancellor Willy Brandt to 
examine ways of effecting a massive trans- 
fer of world resources.) But it stresses that 







the EEC “should endeavour to re-launch | 





















t IN officials say Pyongyang under- 

tands this and is ready to cooperate. ` 
e UNDP report recalls that until in- 
dependence, the country's economy was 
backward and underdeveloped. The 1950s 





Towar followed, with “its attendant devasta- 

































tion," Since then, the country has 
achieved.a degree of recovery despite its 
heavy reliance. on the self-isolating juche 
policy... Now, however, it is signalling a 
cautious: willingness to expand interna- 
tional contacts. The governments central 
aim in negotiating the UNDP programme 
is “to move [North Korea] beyond the 
stage of raw-material production for ex- 
ports to technologically more. complex i iñ- 
dustrial products." 


Т" largest single sapendu шге : (0883. 3 
million) under the four-year budget is for 
the industrial sector. Asserting that the 
country's. engineering industry is. well- 
developed, the government says North 
Korean factories: produce medium- and 
high-speed internal-combustion engines 
up to 2,500 h.p. and that other plants have 
an annual capacity of 30,000 machine-tool 
. units, 10,000 trucks and 30, 000 tractors. 
The report adds that the government is 
investing heavily in steel production, with 
an annual output target of 15 million tons 
by the end of the decade. A UNDP pro- 
ject originally planned with the Metal Ma- 
terials Institute ín Kansan to increase the 
metallurgical industry's technological 
nase p will have to be delayed ii 





North-South cooperation in order to pre- 
vent the difficulties of the South leading 
the world economy into a deep depres- 
sion...” 

That admonition is clearly aimed at 
Washington, which opposed adoption of 
the provisional agenda for Unctad VI in 
July 1982 but has told the Organisation for 
Economic Cooperation .and Develop- 
ment’s North-South working party that it 


| seeks a common approach with the EEC 


to conference problems. | 

Unity. will пог. be easily won. 
Washington's preliminary position paper 
on Unctad was described as "peculiar" by 
a senior commission official. "It hardly 
mentioned commodities, and put all the - 
emphasis on trade," he said. "They seem 
(о believe that trade can lead you away 
from all evils. It's a bit amazing in the 
Unctad context." 

The commission guidelines highlight 
this difference of approach by pointing out 
that, whereas the constant growth of 
world trade was once taken for granted, 
the urgent issue now is internal-adjust- 
ment policies. The energy, food and debt 
crises had demonstrated the unsuitability 


: of many domestic policies in a time of re- 


cession, so less emphasis should be given 
to trade and more to development — "the 
efforts to adapt domestic policies to this 
new context and the support those efforts 
deserve to. receive from external re- 
sources.” 
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cause of the UNDP's general funding cut- 
backs (REVIEW, Aug. 20, '82). It was 
aimed at developing alloys to combat the 
piping corrosion that plagues the coun- 
try's chemical industry. 

Pyongyang is also giving priority to de- 
veloping the electronics industry and in- 
troducing automation. UNDP assistance 
is sought in applying micro-computer 
technology to industrial-production auto- 
mation. Under a UN-assisted project ap- 
proved in 1980 and scheduled for 1984 
completion, the Academy of Sciences' in- 
stitute of electronics is establishing a pilot 
plant and training centre to produce 
bi-polar digital integrated circuits. 


The commission's view is that trade in 
the 1980s will be dominated by the way 
North. America, Western Europe and 
Japan manage their economic and trade 
relations. A nod is also made in the direc- 
tion of the newly industrialised countries, 
or NICs, as “another factor which must 
also be taken into account." Such cursory 
treatment is probably intended to gloss 
over the increasingly tough line which 
some EEC members take over the NICs. 


he North-South aspects of the trade is- 

sue are described as important but not 
fundamental, and the approach to North- 
South trade problems developed in the 
1970s — non-reciprocity, non-differentia- 
tion. between developing countries, 
generalised system of preferences — is 
one of the subjects which the paper says 
must be reconsidered. 

Reconsideration is considered vital be- 
cause the increasingly differentiated levels 
of the developing countries' economic 
development mean that solutions must be 
tailored to specific situations (a formula 
which some developing countries will see 
asan attempt to whittle away the cohesion 
of the Group of 77) and because tariff mat- 
ters have become of secondary impor- 
tance to the question of market access. 

The document divides the South into: 

» The most-industrialised — for whom 
the major issue is complete integration 
into the multilateral trading system. 
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The. second-largest budget item is 
US$2.2 million for science and technol- 
ogy. The report says 200 institutes are 
carrying out basic and applied scientific 
research into specific problems of weather 
forecasting, marine science, tidal-land re- 
clamation and the use of such energy 
sources from the sea as tidal power and 
offshore gas and oil. 

Reporting on North Korea's agricul- 
tural sector, which has been allocated 
USS$1.1 million, the government says the 
country has 2 million ha. of arable land, 
with rice and maize the main crops. It pro- 
jects a grain-production increase to 15 mil- 
lion tons by the decade's end from 1979's 


v 


Brandt: an unacceptable formula. 





» Low- or middle-income countries — 
which cannot follow the example of the 
NICs, particularly those in East Asia, 
without serious dangers. 

» The least-developed — which need 
help in starting the industrialisation pro- 
cess through measures such as the promo- 
tion of commodity processing and the es- 
tablishment of regional common markets. 

So, the. document says, South-South 


ix „чо 0, 


output of 9 million tons. About 700,000 
ha. is planted to maize, most of which is 
used for animal feed, sugar production 
and industrial purposes. 

Under the UNDP programme, Pyong- 
yang plans to upgrade maize production 
by training specialists and introducing new 
plant varieties suitable for human cons 
sumption. The UNDP funds would also be 


used to accelerate studies aimed at creat- 


ing new, high-yield crop varieties through 
cellular genetic engineering and micro- 
organism breeding in coeperation with 
foreign institutions, 

In transport, the nation's 4,500-mile rail 
network, which handles the bulk of long- 
distance freight and passenger services, 
undergoing modernisation. Rather than 
increasing rail capacity via costly addi- 
tional track construction, the government 
has elected to automate the existing sig- 
nalling system. Most of the rail system is 
already electrified, though inter-city links 
are still single-track. 

The North Korean Government is ask- 
ing the UNDP for assistance to train Civil 
Aviation Administration personnel and to 
instruct in the installation, operation and 
maintenance of new facilities to accom- 
modate both domestic and international 
traffic. At present, the country is linked to 
the outside world only by Moscow and Pe- 
king services. But Pyongyang is said to be 
keenly interested in developing civil-avia- 
tion ties with other international airlines, 
including those in the West. Under the 
UNDP programme, the most immediate 
focus would be on providing training for 
air-traffic controllers, Ir] 
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trade must be developed, in particular by 
putting trade relations between countries 
in the South on a preferential basis. This is 
underlined by the warning that in its cur- 
rent period of intense adjustment, the 
EEC has only limited room for man- 
oeuvre in achieving further progress in 
multilateral trade liberalisation. 

A sign of difficulties to come over trade 
issues surfaced as soon as a meeting was 
held within the EEC framework in De- 
cember 1982 to discuss the commission's 
guidelines. A number of participants ar- 
gued that the document seemed too de- 
fensive and that the community should not 
give the impression of being negative. The 
presentation is therefore likely to be al- 
tered during the next round of discussions 
on February 2 and the apparent opposi- 
tion between trade and development is 
also likely to be re-worded. One particip- 
ant commented: “We want to give a signal 
to the outside world, and to the Group of 
77 in particular, that the community is en- 
tering into negotiations in a positive man- 
ner. But as the guidelines say, our room 
for manoeuvre is limited and this will un- 
doubtedly be a major source of difficulties 
for us at Belgrade." 

The second area which was criticised for 
being too pessimistic was commodities, on 
which the guidelines were also said to be 
insufficiently specific. There were calls for 
a more detailed working paper on the sub- 
ject. If the commission misses its March 
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de for many agricultural 





s called for. 


ion аге a cofhbination of offi 
e financial assistance, па 
ment, new sectoral strate 





roducts of importance to world 
15 із another area in which. re-exa 


The measures envisaged by the com 
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chief operating officers of local 
«broking firms, who will have to 
bs to Filipinos. However, 










ational agreements enabling develop- р 
-country producers to maintain or-re- | therthe entire industry is the 
ain a satisfactory world-market share. It Bins ation, w 
inpoints a fundamental imbalance of i 

supply in coffee, cocoa, tea and | ance System wh 
'ecause of the extension of planta- able. overseas companies to write selected pi 
response to high prices in 1975-79, | risks in the Philippines. under certain.con- | brokers in the Philippin 
it dif-.| ditions. members of the association. There is no 
During ‘his state visit to Washington i in | data available on the commission income 
September 1982, President Ferdinand | of brokers or on the premium income they. 
Marcos repeatedly promised that there | generate for insurdhce companies. 

. According to General and Lawrence 
Gotuaco, co-managing director of locally 
earnings, nd efforts to |: i ; ' owned Gotuaco, del Rosario and Asso- 

T Hi i d and top di- ү Sof ^ “| | elates, . local insurance brokers out- 
Are е D odi number their’ foreign counterparts, 
| though they have no figures. Nor would 
they say whether local brokers handle à 
greater volume: of business, so earning 
more commission income than the foreign 
brokers. What they do say is that if the. 
Client. buying an insurance policy is a 
Filipino the preference is for the services. 
of a Filipino broker; likewise, à foreigner 
|. Would. tend to seek the services. of а 
foreign broker. 


in:such, a company is not 
necessarily the chief operating officer, 
said’ William -Ligenza, président of 
‘foreign-owned Omni International Con- 
liciti g agent 


















| to prevent prices: falling in’ 
International efforts should tl 

e be aimed at limiting erratic fluctua- 
; Backed by measures | t0 cushion 




















ther arrangemiénts for intera- 
tional е апа Зу of capital 


















ed only а "substantial increase" 

al aid can help, “contrary to the cur- 

очы to pay greater attention to 
I moti the choi 


| ome” developing coun- | 
creases in net flows.o k credit |. TE of. the largest insurance-broking 
epend on ‘better prospec ‘for growth | firms аге local with minority American 
id exports; a drop in world interést rates. equity. They are Anscor Insurance Brok- 
гап improvement in terms of trade; | ers and Marsh and McLennan. United 
bt rescheduling, and increased confi- | | States:investors own 20% of Anscor and 
lence by the banking community in the | 30% of Marsh. Another major firm with 
pacity of the world's monetary au- foreign equity is Smith Bell: Insurance 
orities to manage debt crises. Banks are Brokers. Атойр those Known to have 
Чо: have: an important role in funding | ‘substantial if not majority foreign: owner- 
the developing countries’ external deficits | ship гапа considered heavyweight 
ut “the relative importance of bank з nalis: operators, are Jardine Davies: Insurance 
ws has grown excessively since 1974." | ‘or confiscation of foreig - Brokers, Keller Insurance Brokers, Win- 
Thé commission stresses that though it ry. Just two ‘months. later, ternitz Associates Insurance and Zuelling 
be tempting to see aid efforts stagnate Insurance Brokers. Most, if not all, have 
use of the récession, "itis essential on move c n Toresen insurance бг expatriates as chief operating officers. 
contrary to recognise that stagnationis | sued a circular under which a : While menibets of the brokers' associa- 
f à source of the appreciable aggrava- | fora broker's tion are reasonably happy with the locali- 
of the world recession and could soon | citizen, except: „sation move, they are concerned over the 
e even. graver consequences: if’ the ‘bro “implications of the proposed © 'establish- 
is not speedily reversed" — ment here of an offshore insurance sys- 
^ ‚Дет А bill to this effect was filed'at'the 
National Assembly іп 1980 but was later 
;j withdrawn becatise.of protests by local in- 
dn a talk with ‘the REVIEW, Honesto surance companies: It is ‘being revived in 
General, president-of the Association of | thé current assembly session; with the In- 
Insurance Brokers, gave the impression | ‘surance Commission: providing: the main 
|. that foreign brokers are notcomplaining, | impetus. - 
at least publicly, since the circular covers |. . Only special, rd-to place risks would 
only ‘prospective applicants, so existing | be assigned to the offshore insurance com- 
brokers are not affected, and moreover, | panies. Life, health and accident risks 
are. protected’ from: the entry of new | would notbe ed; Insurance Commis- 
[ foreign competitors. Thus the Insurance Cruz said in a memo to 
; Commission has in effect mad te brok- sar Vi 
ing sector a i closed shop. 
























































































SEOUL METROPOLITAN GOVERNMEN 
AETROPOLITAN SUBWAY CORPOR 


Guaranteed by 
Korea Exchange Bank 


"U.S.5204,671 000 | 


Medium Term Loan 















rantee Department 
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Finance for contracts placed with 


Projects Limited and GEC Traseportation Projects 
| for Seoul Subway Lines 3 & 4 
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| LAZARD BROTHERS & CO, LIMITED - 
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Westminster Bank ais 
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Barclays Bank анны Limited, The Industrial Bank ofJapati; Limi 
Lazard Brothers & Co., Limited, Midland Finance (H.K.) Limited, 
National Westminster (Hong Kong) Limited, International Commercial Bank PLC, | 
Midland Bank plc, National Westminster Bank PLC, Commerzbank (South. East Asia) ма, 
The Sumitomo Bank, Limited, The Chase Manhattan Bank, N.A; 
; “Grindlays Asia Limited, The Sumitomo Bank of California, Sumitomo Finance (Asia) rad 
‘Range Indosuez, London Branch, Commerzbank Aktiengesellschaft, London Branch, Grindlays Bank 
^ Sanwa’ International Finance Limited, Dai-Ichi Kangyo Bank Nederland N: V., Paribas Asia Limit 
Takugin International (Asia) Limited, The Bank of Tokyo Trust Company, E 
Japan International Bank Limited, The Saitama Bank, Ltd., 
| TheSanwa Bank, Limited London Branch, 
Associated Japaneie Bank (International) Limited, Dresdner (South East Asia) Limited, 
Union de Banques Arabes et Francaises (U.B.A.F.), Banque Paribas (London), 
The Hokkaido Takushoku Bank, Limited London Branch, 
Dresdner Bank Aktiengesellschaft, London Branch, UBAF Bank Limited. 
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| COMPANIES. 


| firm will need to pay a licensing fee of 


US$1,000 and a statutory deposit of US$3 
million. | 

Despite Cruz’ arguments, there is 
mounting opposition to the proposal; with 
local insurance broke claiming that they 
will bg placed at a gréat competitive dis- 





“advantage. The weak:ones will be swal- 


lowed by overseas ‘companies, warns 
Gotuaco. Such fears may prove mis- 
placed, there being no indication yet as to 
whether companies will be prepared to in- 
vest more than US$3 million just for the 
privilege of being able to write selected 
risks within the Philippines. 

The prospect that the local insurance in- 
dustry may be Filipinised is, however, 
concentrating attention in a. market where 
four foreign-owned firms are said to 
handle some 50% .of total life-assurance 
business. They are Lincoln Philippine Life 


| Insurance, Manufacturers Life Insurance, ; 
Philippine-American Life Insurance and. 


Sunlife Assurance. There have already 


based here will be required either to tie up 
with local firms or to sell a portion of their 
equity to local investors. Although Gen- 
eral says he is not aware of any bill in the 
pipeline seeking to Filipinise the industry, 
speculation continues. | = tü 








highest such ratio in the world. Since 1978, 





rounded up _ 





The depth of recession in — 
Malaysia prompts a debate - 
about economic directions . · 


By K. Das 


Kuala Lumpur: The depth of the Malay- 
sian Government's concern over the pre- 
sent state of the country's. economy be- 
came apparent at the seventh Malaysian 
Economic Convention held. here on 
January 18, with Bank Negara (the central 
bank) taking a more bearish view than the 
Ministry of Finance. Various government 
economic policies and institutions which 
have long enjoyed sacred-cow status. also. . 
came in for hard criticism at the meeting, 
the theme of which was: "The Malaysian 
economy at the crossroads: policy adjust- 
ment or structural transformation,” ^. 
Bank Negara deputy governor Lin See 


al ‚ Yan saw the major Malaysian problem as 
been reports that overseas: companies |: 


the. growth. of government expenditure, 
which had exceeded revenue, resulting in 
the federal government deficit hitting the 


| M$10 billion (US$4.4 billion) mark in fis- . 


cal 1982. This is equivalent to 19% of the. 
country's gross national product — the 





A leaky boat unrocked 


| The Hongkong Government is apparently concerned that any 


investigation of the Carrian group would impede rescue efforts 


| By Philip Bowring 


Hongkong: Government authorities are 
apparently holding off from ófficial inves- 
tigations of the dealings and accounts of 
the Carrian group, and particularly of its 
quoted components, for fear of "rocking 
the boat." The worry is that any close in- 
quiry at this stage would make a rescue of 
Carrian even more difficult than it is al- 
ready and that the failure of the group 
would have serious consequences — 
though more psychological than real — 


‘for the economy. + : 


A week ago the REVIEW revealed that 
most of the profits announced by quoted 


Carrian Investments since December 1981. 
had never actually been realised. Partial. 
profits from two major deals — one of 
| which was alleged. to carry an uncondi- 


tional bank guarantee —- which were 


„never completed were included in the au- 


dited results for 1981. Profits from other 
uncompleted deals. were included in (un- 
audited) results for the first half of 1982. 
The Asian Wall Street Journal also re- 
vealed recently that the original deal 
which launched Carrian into the public 





eye — the purchase and announced resale 
ata huge profit of Gammon House (an of- 
fice. building in Hongkong's Central. Dis- 
trict, now called Bank of America 
Tower), had never been completed. 

The: REVIEW article also quoted from а 
document produced by Carrian's own 
merchant bankers, Wardley, which 
showed that the insolvent parent com- 
pany, Carrian Holdings, had made “gifts” 
of” jewellery worth HK$32 million 
(US$4.9 million) to unnamed parties and 
that Holdings, a private company, owed 
nearly HK$200 million to its quoted sub- 
sidiary. Separately, the REVIEW disclosed 
that Carrian group chairman George 
Tan's Singapore passport had expired in 
1974 and questioned the basis on which he 
remained in Hongkong. —.. 

There are no fewer than five arms of the 
Hongkong Government which could be 
investigating aspects of the situation: 

» The Securities Commission. It has 
wide powers under Section 127 of the Sec- 


'urities Ordinance to appoint inspectors to 
look into the affairs of companies where 
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a fall in Malaysia's export earnings has 
given rise to what Lin called a "structural 
dilemma." His recommendation was to 
build domestic engines of growth, centr- 
ing on housing and agricultural develop- 
ment. 

The Finance Ministry line, as expressed 
by Datuk Ramon Navaratnam, the deputy 
secretary of the ministry, was more 
cautious, however. Navaratnam said 
there was no fiscal crisis. There were fiscal 
and balance-of-payments problems but 
these did not constitute a crisis. So there 
was no need for any major structural 
change. In reply to criticism, Navaratnam 
said a crisis to him implied a situation simi- 
lar to that of Mexico, on the brink of bank- 
ruptcy. "But in Malaysia, if we pick up 
the phone today to ask for a syndicated 
loan, the banks will come running to us. I 
don't call that a crisis," he said. He admit- 
ted, however, that the government would 
have been heading for a crisis if no steps 
had been taken to check the growing 
budget deficit. *Cutting M$3 billion from 
the budget, which we did last year, was a 
major adjustment, without which the situ- 
ation might have become critical." 

Other speakers were not so sanguine. 
The research director of the Consumer 
Association of Penang, Martin Khor Kok 
Peng, noting that the trade balance fell 
into a deficit of M$2.5 billion in 1982 com- 
pared to a deficit of M$110 million in 1981 
and a surplus of M$5 billion in 1980, urged 
major structural changes. Proposed mea- 
sures included increases in food produc- 
tion, greater. encouragement of small- 


this is deemed desirable in the interests of 
rotecting shareholders. (Dollar Credit 
Holdings], the quoted parent of failed de- 

posit-taking company Dollar Credit, is 

currently the subject of such a probe). 

» The financial secretary. He has sole 
authority under Section 143 of the Com- 
panies Ordinance to appoint inspectors 
into a company. The numerous grounds 
include where “there are circumstances 
suggesting that [shareholders] have not 
been given all the information with re- 
spect to [a company's] affairs that they 
might reasonably expect." Inspectors ap- 
rune under the Companies Ordinance 

ave a few more teeth than those under 
the Securities Ordinance. 

» The police Commercial Crimes 
Bureau. Its brief includes investigation of 
evidence regarding possible breaches of 
the Companies Ordinance. Normally this 
department only acts either on the initia- 
tive of other bodies, such as the Securities 
Commission, or in response to complaints 
by the public. It says that to date it has re- 
ceived no complaints about Carrian. 

» The Independent Commission 
Against Corruption. It does not comment 
on whether or not matters have been 
brought to its attention. 

» Thel tion Department. It re- 
plied to the REVIEW's information and 
queries on Tan's status as follows: “The 
information is of interest to us and we are 
looking into the matter [but] it is not our 
policy to comment on individual cases.” 


Е" 2 


Navaratnam: no fiscal crisis. 





scale industries that could provide many 
basic goods and more jobs, upgrading of 
existing technology with reduced depen- 
dence on high-cost imported technology, 
development of a local pharmaceutical in- 
dustry and stress on the development of 
public transport rather than private car 
ownership. 

These points were raised variously by 
speakers who criticised, among other 
things, the idea of a Malaysian car — as 
planned by the administration of Prime 
Minister Datuk Seri Mahathir Mohamad 
(REVIEW, Dec. 24, '82) — as unrealistic. 


By the time Malaysia achieved its goal of 1 


having 90% local content for its cars, ac- 
cording to Chee Peng Lim of the Univer- 
sity of Malaya, the price of the local car 
was likely to be thrice that of the imported 
model. He went on to say: "Overall, the 
establishment of an integrated automobile 
industry does not look promising. The in- _ 
dustry's job potential is low, the cost-apti-* 
mal size of production is ,very large, 
Malaysia has no raw-material advantage 
and backward linkage effects are limited." 
In recognition of this the government had 
shelved the local-content programme in 
1973. 

Another critic of the government was 
the dean of the Science University of 
Penang, Prof. Kamil Salih, who said struc- 
tural adjustments such as the “look east” 
policy or a second round of import sub- 
stitution or industrialisation were “mid- 
dle-order" responses which had their 
roles. But he believed that structural 
transformation was the only effective ans- 
wer. An end to subsidies for state 
economic corporations and land reform 
were lines of action appropriate to the 
seriousness of the problem. 

Prof. Ungku Abdul Aziz of the Univer- 
sity of Malaya condemned the state 
economic development corporations as 
basically inefficient instruments, Another 
economist, Michael Ong, said these public 
corporations were performing badly be- 
cause there was a lack of manpower, lax 
internal and external controls and the dif- 
ficulty of relating them to the goals of na- 
tional unity. 


COMPANY RESULTS 


Matsushita glows 
Matsushita Electric, Japan's largest 
manufacturer of electrical consumer 
products, reported net profits of Y95.7 
billion (US$414 million) on an uncon- 
solidated basis for the year ended Nov. 
20, 1982. The figure represents an in- 
crease of 14.4% from the previous year's 
level despite a slow growth of 5% in sales 
to ¥2.47 trillion. Net income per share 
was # 60.69, up from ¥ 58.55 previously. 
The dividend was unchanged, remaining 
at Y10. 

The company said the increase in net 
profits was partly due to the rise in di- 
vidends and interest received to #50 bil- 
lion and a drop in tax payments. Slow 
growth in sales, on the other hand, was 
caused by dull demand overseas and at 
home. One bright spot, though, was in 
sales of video tape-recorders. The com- 
pany said volume sold was up 40% 
though value rose only 27%. But cost of 
materials and sales-promotion activities 
overtook gains from the yen's deprecia- 
tion during the period, resulting in a 
drop in operating profits of 10.6%. 

The company expects profits of #172 
billion for the current fiscal year with 
major gains in sales of office-automation 





equipment in the home market. Exports 
of video tape-recorders to Europe and ; 
sales of audio equipment are expected to 
remain sluggish. — KAZUMI MIYAZAWA 


No small beer 


Australian-based Carlton and United 
Breweries reported net profits of A$24.6 
million (US$24 million) in the six 
months to Dec. 31, 1982, a slight rise of 
5.3% in the face of a sharp increase in in- 
terest charges, which jumped 61% to 
A$18.3 million. This increase largely re- 
flected financing of the purchase of a 
controlling 49% stake in the major farm- 
ing, trading and finance group Elders 
IXL Ltd. The Elders result was not con- 
solidated, but dividends of A$9.2 million 
— primarily from Elders — were 
brought to account. Group turnover 
during the half moved ahead 11% to 
A$509.9 million. Partly reflecting rebat- 
able dividends, tax charges slipped to 
A$12.4 million (previously A$13 mil- 
lion). The depreciation provision was 
raised to A$7.4 million, up from A$6.6 
million previously. Group profits should 
benefit from recent falls in interest rates. 
An unchanged interim dividend of 6 A 
cents a share has been recommended. 

— BRIAN ROBINS 
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A week of fairly active trading ended wi 
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sian markets turned in. mixed. per- 
formances in the period to Jan. 24, 
ongkong extended its recovery only to 
all back latgr; Singapore and Malaysia 
sed lower; Japan saw weakness and un- 
ertainty, and Taiwan and South. Korea 
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the five sessions with. a marginal 
A flurry of purchases near the clos- 
bell on Jan. 18 and 19 took the index to 
period's high of 908.56 but by Jan. 21 
gains of the past fortnight were being | 
wed as increasingly fragile, and the 
dex closed the day at 871.99. Further 
ts about the prospects for a proposed 
cue of the Carrian group did not help. 


The index closed the period at 879.6, with 
„Several analysts predicti 
ing range for the immediate futu 






with buoyant buying on the part of a 
number of institutions. Fraser’s Industrial 
eriod at 4,320.82, а 
points. The Straits 
Times Industrial Index ended at 759.84, 
down just over one point. Daily volumes 
ranged from 7.8 million to 11.4 million 
shares. Plantations were again among the 
most active issues — due mostly to over- 
seas buying, according to some analysts. 


Kuala Lumpur 

Prices were eroded by a round-of selling 
that many investors had. expected. But 
further profit-taking was offset by fresh 
buying. Wall Street's performance is ex- 
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pected to remain a decisive factor ir ; 
ing weeks. Frasér's Industrial Index ended 
the period down 18.89 points, at 2,633.19. 
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The 12th edition of thé All- 
Asia Guide is simply crammed © 
- with new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
. fewer than 26 countries, Plus x 
opening chapters on both eating © 
out in Asia and on the best way 
of using your baggage ~ x 
allowance. | КА 
_ 25 new maps; making a total- 
of 60 maps in all. 
_ , New hints on how to travel in. 
Asia — from packing the right 
things, to the best places for 
“souvenir hunting — wherever 
) roing. 


А new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new. 
black-and-white pictures. 


" uM N^ | All of which adds up to over 
[EP Ep PEST sias nost complete РИ £x 680 pages of vital information 
е ПЕЙ ul Rested. CY CN for business and pleasure... 

SLAP travellers in Asia. 


—. .. To make sure of your copy, 
Send off the coupon today. 
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ne of the by-products of the recent 

ministerial conference of the Gen- 
eral Agreement on Tariffs and Trade in 
Geneva was the emergence of a new 
style of low-profile and efficient Third- 
World diplomacy. From this, it appears 
Third World representatives are break- 
ing away from the usual North-South 
confrontations and looking for common 
denominators among nations on the as- 
sumption that all economies, rich or 
poor, are interdependent. 

The mode of diplomacy adopted in 
Geneva is in sharp contrast to the politi- 
cised confrontations taking place in 
Unctad, where the rigid mechanism of 
working groups usually allows for ex- 
tremist views to prevail. Also, since the 
Tokyo Round, coordination within the 
informal less-developed-country group 
— the LDCs — has become more sys- 
tematic, especially with regardto textiles. 

The fact that a study on the textile 
trade is to be completed by 1984 is consi- 
dered a major success by Third World 
representatives against industrialised 
nations which have been reluctant to 
liberalise this particular trade. Textiles 
may well be integrated in 
Сай in the years to come. 
(At present textile trade is 
regulated through a series 
of bilateral agreements 
under the Multi-Fibre Ar- 
rangement.) 


Another positive 
achievement — this one 
stemming from the 


Geneva ministerial con- 
ference itself — was the 
decision of the informal 
LDC group to examine 
the trade of every single 
country in order to find 
out whether Part IV of the 
Gatt rules (dealing with 
preferential trade for de- 
veloping nations) is 
applied according to the 
best-endeavour clause 
and, if not, why. 

It is recognised in Gatt 
circles that two people who personify the 
new-look diplomacy are B. L. Das of 
India and Felipe Jaramillo of Colombia. 
Das, a former expert in the Textiles De- 
partment of the Indian Ministry of 
Foreign Trade, is looked upon as effi- 
cient, knowledgeable and well versed in 
the intricacies of international trade. 
From November 1981 to November 1982 
he served as chairman of the Gatt coun- 
cil, the highest organ for carrying out or- 
dinary Gatt business. And from De- 
cember last year, Das has been acting as 
chairman of the contracting. parties — 
the highest general body of Gatt. 

He does not claim credit for having 
initiated any new style of diplomacy — 
"talks behind the scenes have always 
taken place and are only efficient if; 





conducted on а personal level and in an 
atmosphere of mutual understanding," 
he says. But it is generally acknow- 
ledged that the final statement of last 
year's marathon ministerial conference 
would not have materialised but for Das’ 
preparatory efforts. In fact, the so- 
called Document 403, delivered by Das 
as chairman of the pes council, was 
the underlying text to the final state- 
ment. 

Das denies the often-heard assertion 
that Gatt is a club of rich nations set 
against the poor. "There was no con- 
frontation of rich against poor, of North 
against South at last year's ministerial 
conference,” he insisted. “Policymakers 
of developed countries have, a long time 
after their economists, come to realise 
that their economies are interlinked with 
those of developing nations. Thus, if 
they take the necessary steps to improve 
Third World economies, they will them- 
selves benefit." 

To underline his point, Das notes that 
between 1973 and 1981 a third of the in- 
crease in manufactured exports from in- 
dustrialised countries was absorbed by 

















developing nations. This would gbvious- 
ly not have been possible witfiout the 
parallel increase of imports by Third 
World economies. 


T: realisation of this reality by rich 
nations' politicians could help the im- 
plementation of pledges included in the 
final statement of last November's 
ministerial conference. Although in 
theory these are binding, “obviously 
they cannot be enforced; only political 
goodwill can help to fulfil them," noted 
Das. Since the basic principle of Gatt is 
reciprocity, poor nations are obviously 
at a disadvantage through not having 
much to offer either in exchange of con- 
cessions or retaliation, which are still the 
most efficient means of ensuring im- 
plementation of Gatt rules. 

Das is nevertheless hopeful that short 
cuts through bilateral agreements — the 
so-called grey zone — 
will come to a halt, and 
that textile trade, of vital 
importance to many Third 
World countries, will be 
fully liberalised and in- 
cluded in Gatt by mid- 
1986. In 1982 developing 
nations successfully op- 
posed European Econo- 
mic Community pressure 
to legalise this grey 
zone, which at present 
breaks Gatt rules ban- 
ning bilateral deals, 
except with regard to 
textiles. Legalising bilat- 
eral agreements means 
making them selective 
and therefore discrimina- 
tory. But the battle is not 
over and will resume this 
year. 

Moves led by the Unit- 
ed States at Geneva last November to 
liberalise trade in services such as bank- 
ing, insurance and tourism were op- 
posed for obvious reasons by developing 
nations. Das advocates that, if the ser- 
vice trade is to come under Gatt rules, a 
comprehensive renegotiation must be 
held to ascertain how Gatt responds to 
this new challenge. 

Overall, Das is hopeful that, despite 
their different backgrounds and the lack 
of experience in coordinating policies, 
the so-called South nations have come to 
realise the extent of their common in- 
terests and of their strength, if united. 
“This new spirit of cooperation among 
developing nations may well become a 
trademark within Gatt,” he concluded. 

— THERESE OBRECHT 
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"Which European 
airport gives you the 
fastest cargo connections... 
London, Paris or 


Frankfurt 


КІМ ultra-modern Cargo Centre at 


Amsterdam airport offers the fastest connections. 


From Amsterdam, KLM alone can fly your 
cargo to 119 cities in 75 countries. 

Add the other 60 airlines that operate out 
xf Amsterdam and that gives you more than 180 
lestinations worldwide. 


A na nn athar кту affare hattar 


rail and road services into Europe than Schiphol 
Amsterdam. 

Can you afford not to ship your products 
through Amsterdam? + 

Call your agent or KLM 0000 
Cargo for full details. 


The Reliable Airline 
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“At Trade Media our HP 3000 Series IIT has allowed us to expand our data base, 
increase circulation, cut back on man hours —while improving services to both 
advertisers and readers!" 


Trade Media Ltd. is the largest publisher of English "The HP Data Base Management System, which makes 
language trade journals in Asia, publishing the six Asian data easier to maintain and retrieve, has been adapted 
Sources Magazines. With editorial and sales offices by us to handle our specific needs as a publishing 
throughout Asia, circulation offices in North America company. 

and Europe, and more than 120,000 readers worldwide, "Our data bank has been enlarged to hold more complete, 
this dynamic, fast-growing organization requires a more accurate, more up-to-date records on our 
sophisticated, but friendly computer that can handle subscribers, advertisers, and interviewees. Current 
highly specialized requirements. capacity is three hundred and sixty million characters, 
The НР 3000 Series* is just such a computer. Installed which can be increased as demand requires. Billing has 
in October 1979, it has already made an impressive been automated and made faster. 

impact on the entire Trade Media operation. " Advertisers and readers benefit as well. Advertisers 


receive weekly updates on potential clients, market 


Merle Hinrichs, President of Trade Media, has this trends, ad results, and other pertinent information. 


to say: Readers are able to take advantage of our all-new 

"Our HP computer has helped us co-ordinate and Compute-a-Source service which allows them to send 
simplify circulation and marketing strategies. It also for specific kinds of information on companies through- 
automatically prints renewal notices. The result is more out Asia by simply filling out one easy-to-use form" 
new subscriptions and faster renewal of old subscriptions. * Not sold in some countries. Check with your nearest 
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Among the believers 


Your article An eye on the imams 
[Review, Jan. 13] says the new amend- 
ments to Malaysia's penal code would give 
the government “the absolute right to in- 
terpret religious tenets and precepts and 
tolerate no challenge to its interpretation 
from any quarter. "4 But the amendments 
do not in any way prevent a persog from 
interpreting the religion he follows in any 
manner he wishes. K. Das rightly said that 
“religion by its very nature allows for di- 
verse interpretations.” 

If I follow certain religious principles or 
practices which I believe to be the truth, 
who can say that I am an infidel merely be- 
cause he does not agree with what I do? 
This law is enacted to protect me. The law 
does not prevent dissent — on the con- 
trary it guarantees dissent, provided such 
dissent does not extend to alleging 
another is an infidel. 

Das also raised the question as to “who 
will appoint religious officials such as 
imams.” If he had been present during the 
debate on the bill in parliament recently, 
he would have known that appointment of 
imams — Islamic religious heads — is 
made by the sultan of each state under 
their respective states’ Muslim laws. As to 
“who will decide on the status of the hun- 
dreds of Christian, Hindu, Sikh, Buddhist 
and other minority religious officials,” 
there is no need for anyone to appoint 
them. They can carry on their practices as 
before. The law does not in any way pre- 
vent them from going ahead with their 
normal practice as long as they do not al- 
lege, say, that another Christian is not a 
Christian or another Hindu is not a Hindu, 
merely because he does something which 
the head considers to be against his reli- 
gion. 

If what is going on in the East Coast 
states of Peninsular Malaysia is allowed to 
continue and to spread to other religions, 
the country is going to face another threat 
of a split among its population. The effect 
of the legislation is in fact to give greater 
protection to non-Muslims to carry on 
their beliefs and practices. 

IBRAHIM SULTAN 


ignorance ignored 


The Malaysian Government has rightly ig- 
nored the attack by seven foreign lawyers 
on the Internal Security Act [REVIEW, 
Jan. 13]. I would have been very disap- 
pointed had the government heeded the 
so-called advice of the seven, who, after a 
six-day visit, purported to be sufficiently 
knowledgeable of the affairs of the coun- 
try to advise the government to change its 
laws, release detainees, and so on. 

Their report contained inconsistencies 
which are hard to reconcile and also con- 
tained statements showing their ignorance 
of the local situation. Even the most vehe- 
ment opponents of these laws would not 
suggest that they would ever be used for 
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ponents. 
' Trrespective 
tional attack 

: d Aanueadocs), the 
human-rights group cannot help but admit 
that there is no evidence to support the al- 
legations of torture. Even though the law- 


h even the. local dignitaries. do 
y have, they had to admit fi- 
the government had nóthing to 


‘FAIR PLAY’ 


27| makes the very irectly implied 
tement that Bankers Trust has a US$35 
і Billion unsecured demand loan to. Carrian 


VALDEMAR BERTELSEN 
Vice-President and Area Manager 
Bankers Trust 


ёре Trust was among several bank 
which declined to answer questions on 
whether they provided this loan. 


baseless and emo- ung that a peaceful power transition in 


| ter of South Korea; He ably and conscien- 


| violence following the revolutionary stu- 
dent overthrow of, president. Syngman 
Rhee. During his administration, а new | 





1988 would “mean that for the first time in 
its political history, this country will have 
witnessed a peaceful transfer of power . 

On April 27,1960, Huh Chong was de- 
signated acting président and prime minis- 


tiously held these powers without chal- 





lenge during months af much potential for 


constitution was passed, in June, and elec- 


ve} tions were heldonJuly 27, with considers ш 
A | able success, after which Huh quietly and 
Г Каму, 5 


without question turned his: powers over 
to the new president and prime minister. 
The argument that one should not count 
this peaceful transfer because the govern- 
ment of Huh was a temporary one eludes 
me. Huh controlled police and army.and 
d ha ught to use them tó'prolong | 
his power exactly as апу other power- 
holder could haye: ] 


This is the kind of false € or half- true ar- 
gument used by the South Korean military 
and its friends to prove the alleged incom- 
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Location: Singapore or Hong Kong 


We seek a person of outstanding 
talent.to fill this newly-created posi- 
tion. Applicants must have well- 
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integrity. à 
The successful candidate will have - 
had at least five years’ direct’ ех- 
“perience: in. East- Asia with- profit 
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multi-national company, This ex 
perience base should be supported 
with a good tertiary qualification. and 
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e did not, and should. | 


Roger Tym.and Par 

economists with 

and particularly 

the Philippines. Ех 

come housing and urban infras 
projects and industrial estate. devel 
merits tor either the World Bank or th 
Asian Development Bank would be an 
vantage. Please reply to Roger Tym and 
Partners (HK), P. О. Box. 20791, Hen« 
пеѕѕу Road, Hong Kong. Enclose a full 
C.V., giving an immediate contact ad- 
dress, tel ephone or telex number, and 
state whether you are interested in full- 
time or contract employment. 


га guide, it is unlikely that à person not ^ 


‘position. 


AD Cathay Building, Singapore 0922 


an. appreciation of the technical E 
aspects of the manufacturing industry. 


A generous remuneration package ... 
has been established to attract a top~ < 
level person. This: package му ire 
clude a competitive basic salaryand а | 
liberal performance-«related bonus. As 


Currently earning in the region of 


US$80,000 will have. achieved. the 
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А great stream of trade has for centuries nur- 
ured many of Asia's cities and states. But today 
times are hard, for trade and for the related ele- 
ments in the shipping industry. Focus on Ship- 
ping '83 examines Asia's waterways; the pros- 
| S for bulk-carriers and tankers; trans- 
Pacific trading and its problems; shipbuilding in 
the United States and Japan; the newly боот- 
g cruise industry; cargo prospects, and Hong- 
ong's shipowners, who are suffering the worst 
hipping depression this century. Pages 37-60. 
Cover: Adam Chow 


"Раде 10. 
The Philippines" 
liaison commit breaks down 


< Malaysian 

-Seri Maha 

'to Japan in furtherance of his 
; look-east policy. | 


Page 20 
As Jiang Qing isn reprieved, the le- 
gacy of the Gang of Four still trou- 
^ bles China's current leadership. 


'hurch-military | 





nister Datuk | 
Moh: mad journeys | 








Page 30 
Despite signs of flexibility, 


Taiwan's rulers are still very sus- 
picious of any Chinese moves to- 
| wards reunification. 


Page 32 
An underground veteran of the 


Vietnam war is pulling the nation | 


slowly out of its economic 


morass. 





Cambodia, recently a land with- 
out teachers, is struggling to re- 


establish an education system — | 
‘financing loan package to р it 
in a sticky patch. 


pen teaching сота дапс- 
ing. 
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Philippines: More sinned against . . 
. Cambodia: Full of sound and fury —— 
г. Have leverage, will apply = 
' Foreign relations: On the mend, 
slowly ~ В 

Troublesome trio | 
¿Nakasone looks west 
iChina: The legacy of the leftists 
< Bangladesh: A shift towards Islam? . n 
_ Taiwan: A fishing expedition? 
Vietnam: Contracts for change 
“Education: The illiterate majority 
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ге Banking: Japan's debt shokku 
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Vietnam à 














The going's still rough . 
Hard-pressed soft spots 
Resources: Asia and the oil. 
breakdown —... 
Nothing to shout abouti in 
Singapore 
Tokyo's beneficial guesstimates Энее 
A chance for Seoul to trim 
imports. 
Sundered Opec seeks a prop 
Takeovers: Australia's white knight 
DINOS oe a 
BHP deeper into the mines 
Companies: George Tan — the bare 
facts — 
Trouble brewing at San Miquel 
Borrowings: Hongkong Land looks to 
thetongterm —— 2 
Economies: Hongkong's cloudy 
outlook 























Reduced targets 
vate enterprise 


economic prospe 


But life is still ha 
the north. 


Pages 7-4. 
What Asia gai 
loses on the 


latest oil prit 


Page 76 
A report on ап. li: . 
over bid sells like Harold Robbin: 


coal mining wit 


Гап American firm 


| pa 
froubled Carr group 


Page 82 
The row in San Miguel's board- 
ол may escalate to а full-scale | 

att | 


Page 84 : 
Hongkong Land lines up a re- 
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wo Chinese newspapers 
merge in Singapore 
Singapore Chinese-lan-. 
guage newspapers, Nanyang |, 
Siang Pau and Sin Chew Jit 
Poh, are to cease independent 
publication and merge into a 
single morning newspaper on 
March 16. The two companies 
which own the newspapers: 
ere joined last year as part of 
а government-directed restruc- 
turing of the press. 

: The new newspaper, to be 
own as Nan Yang-Xing 
Zhou Lian He Zao Bao, will be 
produced by senior members 
of both editorial staffs as well 
as reporters taken from each 
paper. An evening edition is 
also to be produced. 

— PATRICK SMITH: 

















the л of an 
craft hijacking), has escaped 
om a Jakarta detention camp 
th the h i 








rumours that Imran was 
d intentionally. 
ҮП? ше domestic press 







of the People’s Consultative 
Assembly — a major political 








-cabinet and party posts 


Indian Prime Minister Indira 






look to her government and the 


“wake of its stunning electoral 
;Setback in two southern states 
_ dast- month. At her request all 
central. government, ministers 
ted their resignations, 
the reshuffle which fol- 
she dropped only two 


"senior and seven. junior minis- |. 
all the charges. 


Two of those dropped from 
the government were given 
senior party jobs. While retain- 
ing her position as party presi- 
dent, Mrs Gandhi appointed 
Kamalapati Tripathi, a former 


3 






-with Nakasone- M 


"Japan on February 2 declaring 
that Washington would not). 


"which was good for Europe 


^ rarms-control pact which could 
{result inthe transfer of Soviet 
medium-range 5520 missiles’ | - 


Maximum penalty is 
sought for Tanaka 


| maximum penalty. of five years 
imprisonment and a fine of 
| ¥500 million (US$2. 1 million) 


i) years: 








event for which the govern- || 
ment is stepping. up security | 






Gandhi is trying to give a new | 










_ ruling Congress party їп Ше. | 


‚| Tanaka: charges denied. 














| turn for promoting the sale of 





are. seeking to oust Tanaka 


¿Minister Yasuhiro Nakasone 





cabinet" colleague; to take: 
charge of party affairs and 
another former minister, C. M. 
Stephen, was named a general 
secretary of the party. 

=- MOHAN RAM 


Shultz holds talks 


United States» Secretary “of 
State George Shultz ended a 
three-and-a-half day visit to 


reach any agreement with the. 
Soviet Union.on arms control 


and. not. for the rest of the 
world." Despite a generally 
successful exchange of views 
with Prime Minister Yasuhiro 
Nakasoné and other leaders, 
Shultz left unresolved the ques- 
tion of whether the US would 
promise not to enter into an 


from Europe to Soviet Asia. 
— MIKE THARP 


The prosecution. is seeking the 


for former Japanese. premier 
Kakuei Tanaka in the Lock- 
heed ‘bribery ase, which: has 
been under way: for. seven. 
Tanaka ‘and’ several 
other defendants are accused 








1 












of.accepting bribes from the 
American aircraft maker in re- 


Lockheed products. They deny 
Opposition political parties 
but 


from the Diet, Prime 





remained non-committal about 
any action. -= MIKE THARP 


China's foreign-trade 
figures out of sync 


A huge downward revision of 


China's 1981. foreign-trade re- 


sults is revealed by the State 
Council's latest’ economic re- 
ports, which give total trade 
figures for 1982 and percentage 
increases for imports. and ex- 
ports. et 

By working backwards tni 
the 1983 projections, it can be 
deduced that 1982 exports 
were Rmb.... 31.3. billion 


: (US$16.7 billion) and imports 


Rmb 28.5 billion; 1981 exports, 


'originally reported in April 


1982 as Rmb 36,8 billion, have 
therefore been revised down- 
wards by 17.9% to:Rmb 31.2 
billion and imports, originally 
Rmb 36.8 billion; have been re- 
stated as Rmb 29 billion, a dif- 
ference.of 21:296. 

A Xinhua newsagency re- 
port on January 29 giving 1982 


exports as US$21.6 billion and: 


imports US$17' billion, with 
new percentage increases, ap- 
pears to bé based on the 1980 


exchange rate of US$1:Rmb 1.5) 
p for the present supply shortfall 


rather than the actual period 
average of Rmb 1,88. This i s im- 
plies that the actual 1982 fig- 
ures above may have been re- 
vised to Rmb 32.4 billion for 


exports and Rmb 25.5 billion. 


forimports. — ROBERT DELFS 
Malaysia starts 

shipping LNG. 

Malaysia’s . “first cargo `of 


liquefied: natural gas (LNG): 


left. Bintulu,.. Sarawak, оп 


January 29, just two days. Бе»: 
fore а price-negotiating dead- |: 
line agreed with Japanese. 


buyers. The exporters’ consor- 


tium — Shell and Mitsubishi | 


(17.576 each) and state oil cor- 
poration Petronas (65%) — 


| banned any disclosure of. the 


compromise. pricing. formula, 
but it will closely tie the landed 


price of the LNG to the aver- 
age government selling price of 


crude oil to Japan. 

The price of the first ship- 
ment would not be determined 
until after the vessel docked on 
February 7, büt it was expected 
to work out at. fractionally 
under US$6 per million British 
thermal units (btu) — about 10 
US cents higher than had been 
forecast... А 20-year. sale-and- 
purchase agreement will be 
signed in Tokyo before April 1. 
Deliveries should reach 1. T4 





"Union Oil is contr. 


"lion cu. ft late this yearor early 





Bankers 








climbing t to à peak three. years 


later of 6 million" tonnes. 
(roughly 300 million’ btu). 
Tokyo Electric Co. will 
ing 4 million tonnes a уе 
Tokyo Gas the balan е. 










Union Oil to boost 
Thai gas supply 
Gas supply from the Gulf of 
Thailand, currently 10-120 
million cu. ft a day, о than 
half the 250 million 












ply to the Thai Government, ` 
will be raised to about 180 mil- 












in 1984 under accelerated 
development of the В | 
field, one of fe 












sales contract. ; : 

Separate studies. аге nA } 
undertaken by the comp : 
and the government: to ascer- | 
tain exact reserves in the Era- 
wan field, on which the: first 
sales. contract was: based. 
Union Ой believes 
there are less than the origi- 
nally estimated 1.58 trillion cu. 
ft, but is still being penalised . 










































by way of a 20% reduction. of 
the contracted price. : 
— PAISAL SRICHARATCHANYA 


Jakarta to pay more ` 

for a jumbo loan ^ 
Indonesia 15 trying Чо raise 
0851 billiort and is prepared to 
pay more interest than it has 
been accustomed to recently. 
anvolved^ with». the | 
jumbo. syndicated. loan: have 


.confirmed that it will be split 





0, the first half carrying an 
interest rate of 0.2 of a percent- 


age point above the United. 
‘States prime lending rate (now 


at 11%) and the second half of 
0.5 of a point over the London 
inter-bank ^ offered ^. rate 
(Libor), currently 9,75%. 

In. recent borrowings, In- 
donesia has been charged 0.375 ` 
of a point over Libor. One of 
Jakarta's dilemmas was that it 
wanted to-avoid a dramatic in- 
crease in ‘the’ Libor-based 
зргеаа (to almost à full point) 
and thus wanted to shift to a 
prime-based calculation — but 
US prime was higher than. 
Libor. By splitting the loan in 


two, the appearance can be 


maintained. that. .Jakarta's : 
Libor-based spread has in- 
creased. y M. 9, 125. ofa 





"ers near the Thai border, 


ARTHIT’S ABSENCE — 


Diplomats attending a reception at 
-the supreme command headquarters 
on January 2Tto mark Thai Armed 
rprised by the. 
ous absence of army 
n-chief Gen. Arthit 
. The incident fed 


outh Korean President Chun Doo 

Hwan, in à further move to polish 
olitical image, is expected to 
ire a new amnesty for at least 

two-thirds of more than 200° | 

| university students jailed on political 

charges. Sources said the release of 

the students will be announced on 


| ¿March 3, the anniversary of 
. Chun's inauguration in 1981. 


О PLANTING A SEED 


| Despite J [SOM Prime Minister 
| Yasuhiro Nakasone's public- 
- relations successes in the United 
(fi congressional 
yo believe the local- | 
quiring up to 90% of 
rts in imported cars, 
H pas the House of 
T he bill's fate is 


AFGHANISTAN 
. "United Nations special envoy on Afghanis- 
“tan Diego Cordovez arrived (Jan. 27). 


CAMBODIA 
The president of the Cambodian coalition, 
, Prince Norodom Sihanouk, met his support- 
Thai military 
sources said (Jan. 27). 


CHINA 
Eight followers of the Gang of Four were 
о prison in Jiangxi: province, a 
‘radio. report. said. Premier Zhao 
andan Foreign Affairs and 
‘Minister Francois Ngarukiyint- 
«Indian External Affairs Secre- 
ajpat arrived for talks on the Sino- 
ispute. Zhao promised соп- 
tinuing r the Southwest 
leader, Sam Nujoma, Xinhua newsagi 
id (Jan. 28). China and India. failed 


BEVIEW e FEBRUARY 18; 1885 





ing Opec (Jan. 28). A 


African | 
People's. UAR in a meeting with its 





-| fundamentalist Chinese 


less certain in the Senate and with 
President Ronald Reagan, but the 
American politicians say. the best. 
way to reli tectionist pressure 
would be for Japanese car 
companies to build manufacturing 
plants in the US. 


THE SULTAN CONSULTS 

Sultan Qaboos bin Said, ruler of" 
Oman, the strategically placed 
kingdom commanding the straits‘of 
Hormuz, is to visit the United States 
in mid-April. Although tensions in 
the Gulf have eased since 
November's rapprochement 
between Oman and its 

communist neighbour, the 


, Democratic Republic of (South) 


Yemen, Aden remains critical of the 
joint Omani-US military exercise 
— Bright Star — held last December 
and will undoubtedly represent the 


| sultan's visit as that of a puppet 


calling on its master. The sultan; 
while stressing the security 
responsibilities of the US in the 
Middle East, is also expected to 
emphasise that too much friendship 
can be more damaging and 
constricting than too little. 


: GETTING THE FACTS 


| After a week in Vietnam, four 
retired American diplomats were 
due to go to Phnom Penh on 
February 3 on a private fact-finding 


visit: Among them are ames, 
Leonard, a former di 


| the American mission at t 


| Nations in New 
Swank, Washingt 

| to Phnom Penh in 1970- 
is organised by the Ce 
International Policy, a privat 
Washington-based pub ic-affair 
body. 


| RANGOON’S RETURN - 
| Burma has sought observer's Stat 
| at the March non-aligned summi 
| New Delhi. Although a co-founde 
| Burma quit the movement i 
| after the Havana summit be 
| thought that. Cuba was g 
| pro-Soviet orientation а! 
| the movement had los 
| France is,among other 
| observer status. 
| 
| 
| 
| 


PLAYING FOR PROFIT 


Peking opera troupes‘in the Chinese 
capital are reorganising themselves 
as autonomous companies which - 
will handle their own financial 
affairs on a profit-and-loss ba 
Musicians, singers, acrobats and: 
others will be paid according to the 
box-office takings, in an expe 
aimed at deciding whether such a 
system is practicable. Previously ` 
opera troupes were paid fixed 
salaries by the Ministry, of 

Culture. 








INDIA 

In a protest to back their political and religi- 
ous demands, about 30 representatives of the 
Sikh political group. Akali Dal resigned from 
the state assembly in Chandigarh (Jan. 26). 
All of Prime Minister Indira Gandhi's minis- 
ters submitted their resignations at her re- 
quest (Jan. 28). One minister was dropped. 
and two ministers were appointed in a govern- 
ment reshuffle (Jan. 29). 


INDONESIA 

Oif Minister Subroto arrived in.Kuwait for 
talks. with Gulf state leaders on the crisis fac- 
adical Müslim leader 
sentenced to death for subversion escaped 
from jail, à government official said (Feb. 1). 


JAPAN 

Prosecutors demanded a maximum five- 
year prison sentence for former prime-minis- 
ter Kakuei Tanaka. accused. “of in 


MALAYSIA 


-Chew Choon’ Ming. gdeader- of the 
ngong sect was 


detained: police. sources said (Jan. 27). 


NORTH KOREA ; } 
North Korea said its army and milit 

мете put inva “semi-war state” to 

with the start of the United States-South: K 

rean exercise Team Spirit "R3 (Feb. D), ^ 


PAKISTAN 
Nigerian President Shehu Shagari arrived. 
on an official visit (Jan. 28). 


PHILIPPINES ; ; 
About 2,000 people held an anti-gover 
ment rally in Manila (Jan. 29). 


SINGAPORE 

Seven people died when two cable: cars 
plunged into the sea between Singapore and 
Sentosa Island (Jan. 29). 





TAIWAN 

Military prosecutors recommended «t 
| formatory education for a resident of t 
United States.charged with sedition (Jan. 29 


THAILAND i 
France has found evidence suggesting that 

| chemical weapons have béen used. in Sout 

east Asia, French diplom ngkok 

(Jan. 26). China's arm 

iui Dezhi, arrived an. 8) 








ishops break off discussions v 










By Sheilah Ocampo-Kalfors 
Manila: The brief honeymoon between 
church and military leaders in the Philip- 
pines is over. It ended when the Catholic 
Bishops Conference of ‘the ‘Philippines 
(CBCP) — the ruling body of the Roman 
"Catholic Church here — decided а! а 
«January 17-23 meeting to- withdraw. its 
membership. from ‘the Church: Military 
Liaison Committee (CMLC) later: this 
“month. Aside from CBCP's move to end 
its participation in the CMLC, a govern- 
ment-initiated body formed in 1973, it was 
also decided to issue on February 15 a five- 
page pastoral letter on current. govern- 
ment policies which are seriously affecting 
the church. Ө К? 
һе CBCP's moves signalled а tougher 
official stance by the church in its continu- 
g conflict with the government of Presi- 
dent Ferdinand Marcos over its role in so- 
iety. The church considers that it was out- 
manoeuvred by the government last 
November 29 when its representatives at a 
CMLC - meeting appeared defenceless 
against arguments by Defence Minister 
пап Ponce Enrile: in support of the 
ackdown on church elements whom the 
'overnment considers а threat to national 
rity. d 
The Archbishop of Manila, Cardinal 
Jaime Sin, told the REVIEW that lie could 
‘hot accept the format of the CMEC be- 
cause the church has be i 
tupid by the m. dia. 1 
aid that he had written to the CBCP pre- 
ent, Archbishop Antonio "Mabutas; 
ugpesting that the November 29 CMLC 
ceting be held in private without media 
overage. However, his suggestion, which 
Mabutas relayed to Enrile, was not ac- 
cepted by the defence minister. + 
Sin also said that on February 11, when 
he CMLC is to meet for the last-time, 
litary and church leaders will formally. 
agree on a new church-state body which 

























‘Samar islanc 








| suggesting th; 





will include many government. depart- 
ments, He said the intention of the church 
‘was never to stop talking with the govern- 
ment because “the moment you say that, 
en there will be confrontation." = 







n 
communists are infiltrating the 
priests are turning to the Left, Si 
ЭН cannot be denied that many priests:have 
sold out to Marxist ideology. However, he 







doing so. "Maybe the situation is such that 
Marxism is the answer to needed reforms, 
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said the main issue is their reason for | 















priests, Sin responded 
analogy. He said that. or 
general 










] him a; visit and asked 
him why thé priests i a did not re- 
spect the general. Sin replied: "When you 
were courting your wife did you tell her to 
love you or did you impose your love on 
her, or did you work hard in order to earn 
her love? You have to earn it," ^. 

The church believes it cannot compete 
effectively against what it considers biased 
government-controlled media which play 
up the alleged subversive activities of 
some priests, nuns and church workers 
who are accused of joining thé com- 
munists. The CBCP stated after its 
January meeting that while -charges 
against clergymen were given prominence 
in the local media, clarifications and refu- 
tations were given little or по coverage. 

The constant, headlining of the mili- 
tary's crackdown on priests, nuns and lay 
workers who allegedly are involved in sub- 
versive activities led some church leaders 
to believe that there has been а systematic 
campaign on the part of the government to 
discredit:and persecute the church. This 
сатр: 



























the ¢ 


force for revolution in the country. 

Since the church was unable to counter 
the government’s media campaign, the 
СМЕС decided to use the pulpit to bring 
the church-state issue to the people. The 
pastoral letter will be read during Sunday 


ncwas-thought. to Бе aimed at. 
hurch was becoming a” 








mass throughout the country. In a country 
of 50 million: people; 85% of whom are 
Roman. Catholics, this approach could 
have a tremendous impact on the people's 
attitude towards the. government. Many 
are. already resentful of government ex- 
cesses. 

The CBCP said it is not discontinuing its 


| dialogue with the government. It was sim- 


ply ending discussions with the military . 
because they have proved useless. Bishop 
Francisco Claver of Malaybalay, in Bukid- . 


“non province, northern Mindanao, told 


the REVIEW on January 28 that “the: 


‘church was not getting anywhere," and 


added: “If you bring up problems with the 
military, they often pass the buck to other 
government entities and, if the difficulty is 
with government ‘policies, they say that — 
this is not within their power to discuss.” 





he: chuürch-state rift centres on the gov- 
Ж ernmeént’s: broad definition of subver- 
sion and its charges under this definition 
that some clergymen are actively involved 





in the Philippine communist movement. | 





There isa difference between those trying 
to work among the people and those’ who 





have joined the radical Left, Claver said. 


“If a few clergymen have joined the com- 
munists, I don't see how that can destroy ^ 
the whole credibility of the church," he 

added: = fw 


зе January CBCP meeting did not ad- 
dress specific cases of priests and nuns 
who had joined the New People’s Army 
(NPA) — the armed. wing of thé Com- 
munist Party, of the Philippines — but in- 
stead tackled larger problems confronting 
the clergy in insurgency areas. The CBCP | 














ÉfBRHARY ҮП TRU FAR FASTERACEPTNPIMIE ШААМ 


considers social justice and human-rights 
issues as traditional areas of church con- 
cern, but the government equates church 
involvement in these areas with playing at 
politics. Real politics, said Claver, is tak- 
ing up arms to topple the government. 

In the view of some progressive 
bishops, the. growing radicalisation of 
some clergymen has been caused primar- 
ily by the clergymen's frustration with 
government policy. A small number of 
these clergymen believe that the only way 
of correcting the present situation is 
through armed st . The church worries 
about this problem because it recognises 
that its own social-action programmes and 
its so-called basic Christian community 
scheme. could be used to support revolu- 
tion by non-communist clergy who no 
longer believe that the government can 
solve grassroots problems. 

The church's social-action programmes 
have been attacked by the government as 
subversive. As the CBCP explained in a 
statement following the November 29 
meeting of the CMLC, the programmes 
are a socio-economic approach to people's 
problems (through such facilities as credit 
unions, consumers cooperatives and 
health and nutrition centres), and by 
another approach through which people 
are made aware of their human dignity 
and taught to resist infringements of it. 
The CBCP stated that it is the church's 
second approach that is misunderstood 
and said to be aimed at inciting people to 
rebellion. 

The church's basic Christian communi- 
ties have also come under suspicion. They 
ате similar to programmes in Latin 
America where parishes and dioceses are 
further broken down into smaller adminis- 
trative units at the village level to facilitate 
кез welfare and self-reliance, 

e church statement also posed sev- 
eral questions central to the church-state 
conflict. It suggested that the government, 
church and military must look into the 
root causes of social unrest, rather than 
merely reacting to dissent. Poverty, socio- 
economic and political ills, corruption and 
military abuses are, in the minds of many, 
among the most obvious causes of unrest, 
the statement suggested. 

The statement also called for a clear au- 
thoritative definition of subversion — not 
one left to the military men to interpret. It 
asked for: 

» The abolition of the so-called presi- 
dential commitment order which is an ar- 
rest order served on people suspected of 
subyersive activities and which has led to 
abuse by the military. 

> The lifting of an order suspending the 
writ of habeas corpus in two regions of the 
southern Philippines. 

» Restoration of the right to bail. 

» Anend to protracted detention since 
indefinite detention without trial is in- 
humane and unconstitutional. 

> A greater government effort to end 
military abuses and harassment. 
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CAMBODIA 


Full of sound and fury 


Sihanouk's much publicised tour of the Thai border provides 
no hints of a solution to the Cambodian stalemate 


By Rodney Tasker 

Bangkok: Despite the fanfare and 
rhetoric, Prince Norodom Sihanouk's re- 
cent widely publicised trip to his Cambo- 
dian homeland achieved little apart from 
showing that the prince is alive and well, 
and intends to remain president of the 
coalition government of Democratic 
Kampuchea. 

During Sihanouk's eight days in Thai- 
land and his foray over the border for a 
brief meeting with his coalition partners 
from. the. Khmer Rouge and Khmer 
People's National Liberation | Front 
(KPNLF), the international press hung on 
his every word for a hint of a breakthrough 
on Cambodia. But it became clear that the 
prince was here more for his own ends and 
to reassure friends than to announce any 
solution. 

For weeks, there had been speculation 
that Sihanouk was planning to step down 
from the presidency of the coalition. He 
himself had fuelled such speculation by 
writing a letter to his supporters report- 
edly threatening to resign. Then he had 
announced that he was ill and did not in- 
tend to be politically active until mid-year. 

But Sihanouk popped up unannounced 
in Bangkok on January 21. He had travel- 
led from his Pyongyang exile via Peking. 
where he was entertained by Chinese 
leaders, including General Secretary Hu 
Yaobang. The Chinese were obviously an- 
xious to assure the prince that he was still 
loved, because he had been sulking after 
Peking's royal welcome to Khieu Sam- 
phan, the Khmer Rouge's coalition vice- 
president, shortly after the prince's own 
passage through China in November. 

Although the Khmer Rouge is a partner 
in the coalition, it is universally loathed 
for its barbaric extremes during its 1975-79 
reign in Cambodia. But with its more than 





20,000 battle-hardened guerillas, it is the 
coalition’s dominant military partner, 
provided with Chinese weapons denied to 
Sihanouk's troops and those of the 
KPNLF. 

Reliable sources say that the Chinese, 
together with the Thais and Malaysians, 
had urged Sihanouk to make his trip to 
Thailand and Cambodia in order to bols- 
ter the coalition’s credibility. Sihanouk 
met Asean ambassadors and Thai Foreign 
Minister Siddhi Savetsila before travelling 
to a Khmer Rouge-controlled slice of ter- 
ritory in western Cambodia, where he 
gave a press conference after clinking 
champagne glasses with Khmer Rouge 
leaders Samphan, Teng Sary, and Son Sen. 

On the evening of January 26 Sihanouk 
attended a coalition cabinet meeting. One 
of the main items on the agenda report- 
edly related to the speculation that he was 
in contact with Hanoi and the Heng Sam- 
rim regime in Phnom Penh. The prince, 
during a subsequent press conference in 
Bangkok said that the Khmer Rouge had 
vetoed any such contact. 

The possibility of а separate deal be- 
tween Sihanouk and the Vietnamese is a 
delicate issue for the coalition and its 
Asean backers. The prince has undoubt- 
edly had some contact, directly or indi- 
rectly, with Hanoi but it would be politi- 
cally imprudent for him to admit it openly. 
Some in Asean see Sihanouk and Samrin 
as enduring figures who have to be part of 
any compromise Cambodian leadership. 
But, officially; Asean maintains that 
Hanoi can talk to Sihanouk only in his offi- 
cial capacity, which would be tantamount 
to the Vietnamese derecognising the Sam- 
rin government (REVIEW, Jan. 27). 

Unofficially, some Thai officials and 
others in Asean say they would turn a 
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pacity. Th 


diplomatic channels open 







he other channel goe. throug 
he Thai. offi cials note h 


With having to support the 
cupation of Cambodia. The offi ci ls ré- 
gard this as ; encouraging. : 








given to Thai Deputy Foreign M 
Arun Panupong in Moscow duri 
cember. Arun talked to Soviet" 





By Ted Morello | 
New York: Thailand and major Бас, 


on certainty, is that Moscow is more in- 
terested in propping up the Hanoi-instal- 
“led Phnom Penh government with help for 
| economic development than in wiping out 
residual pockets of hunger and relieving 
food shortages among vulnerable groups, 
notably children (REVIEW, Dec. 24, '82). 

This issue was a focal point of a closed- 
loor conference of donors.to the UN. re- 
ief operation inside Cambodia and along 
its. border with ‘Thailand. The session 
ised US$14.2 million for the UN assist- 


. Robert Jackson. However, of the total, all 
but. US$1.2 million pledged by Sweden for 
the work of the Food and Agriculture Or- 
ganisation (FAO) and the UN Children's 
und. (Unicef) inside: Cambodia was ear- 
marked Бу. donors. for. refugee camps, 
holding centres. and- affected Thai villa- 
So, 
The largest contributor was the United 
States, with US$7.3 million, followed by 
Japan with US$3 million. Australia gave 
7US$891,000 and Singapore — the only 
Asian country besides Japan to contribute 
— pledged US$10,000. In addition, West . 
Germany pledged US$676,000 and. Nor- 















Committee of the Red Cross and other 
oluntary organisations. 
In his report on Soviet aid to Cambodia 














i ambogis,. J ackso 


sent in 250 experts. In 1982 а one, d 





were valued at US$82 million. 
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. Moscow's aid to Cambodia i is aimed at increasing its hold on the | 
country rather than solving relief problems, the UN is told. 


countries are questioning the relevance of 
oviet.aid to Cambodia: іт 1982 to the | 
United Nations humanitarian operations 
in that country. The suspicion, bordering” 


ance programme coordinated: by. Sir, 


way US$140,000 to the International: 


| Jackson said that it was all bilateral: Mos- | 
“cow has never contributed to the UN's 
three-year-long, humanitarian operation | { 





* BHowiver: ' inference delgat S: ‚ nota- 
bly Thailand's Kobsak Chutikul and Sin- 
gapore’s Heng Wing.Chan; suggested that 
Jackson's report. confirmed. critics’ suspi- 
cions that through this aid Moscow is at- 
tempting to consolidate the Phnom Penh 
government's hold on the strategically im- 
portant country. They. pointed. to the 
character. of Sovietassistance. 

Jackson's report said: 

» Equipment was provided» for road 
and bridge construction teams which. in* 
1982 repaired 86 Кт of, reads amna 44 
bridges. - 

» About 7,500 ha. of rubber trees: were 
restored. | 

ь A2,000-line telephone exchange was“ 
made operational. in Phnom: Penh апа: 
efforts were being made to'establish.com- 
munications between. the capital and PET 
vincial centres. 

» Thermal and: diesel: power stations 
with a respective rating of 10: mws and 13 
mws are being built in. Phnom Penh and 
other industrial centres: ace 

» Twenty взе омы teachers | 





































liveries. of industrial and consumer goods | | 





Jackson: borderline cases. 






‘Furthermore, it was pointed out 
05582 million worth of good ve 
last year comprised items only indit 

related or totally unrelated to Cambodia's. 
food needs: oil products, rolled: ferrous 
metals, tractors, vehicles, textiles, kitchen 
utensils; soap and medicine. The: debate 
:teflected the impossibility of. drawing a 
















„| sharp line between emergency relief to 
^ Cambodia оп the one hand and develop- 


ment aid on the other. As Singapore UN 

Ambassador. Tommy Koh pointed out at 
‘the December donors’ meeting, the latter 
is not covered by the UN mandate. 

Some of thé Soviet activities reported 
by Јаскѕопаге borderline саѕеѕаѕ they're- 
lated. to food relief. For example, Mos- 
cow supplied nets and ‘equipment “that 
enabled total fish: production - 'to. reach 
70,000 tonnes." The јест designs for a 
vocational agricultural institute have been 
completed, and plans are being made for a 
mineral fertiliser plant. Health services 
are in the same débatable category. 
Jackson reported that last year the first 
section-of.a 500-bed hospital started func- 
tioning, ‘with 24° Soviet: health officers 
serving in the’ out-patient, surgical and 
dental departments. The second section is 
to open in the first’ quarter of this year. In 
addition, the Soviets have supplied equip- 
ment and medicines for 30 mobile medicat 
‘teams, 20: of which have a gone into 
operation. © ` heus 

The expected debate over th FA Os- 
assessment mission to Cambodia, which . 
was headed’ by India's: б. V. К. Rao, 
failed to reach the anticipated intensity 
because Rao pleaded other commitments ^ 
and failed to appear. He was'also unable 











хо attend’ the-^ December meeting. 


Nevertheless, the delegates sharply ques- 
tioned two other members of Rao's team, 
FAO agricultural economist H. Page: of 


¿West Germany: and. Dutch nutritionist W: ; 


H; P. Schreurs.: 
Rao’s ‘team visited | 4 bodis late last 
year. Kobsak told the REVIEW that "we . 
are suspicious" of the population figures - 





| used in the Rao report to compute food 


needs in Cambodia. The figures, he said, 


: were supplied by Phnom Penh and’ were 


not independently gathered by the FAO 


| team. He added that the delegates were 


disconcerted by the team's contention that 
it-had no mandate to look into the distri: 
bution and monitoring of U Маш reaching 


Cambodia. - 







Kobsak: also. pressed Page on the re- 
port's ‘reference to Phnom’ Penh’s. food 
distribution based on work points earned 
ipients: which he said 

d- put the most vulnerable, the aged 

nd children, at the end of the receiving 
пе. Alluding to the donors" frequently 
oiced suspicion that UN aid:is being di- 








4 verted-to Vietnamese ‘troops, Бе con- 
|.| cluded: "We do not want to appear сай _. 
4 ous,’ but we must созы whether’ 2 
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The Grindlays Bank Group is a British based organisation with over 
200 branches and offices in more than 40 countries, providing a 
wide range of banking and financial services. 
Grindlays Asia Limited, the Group's merchant bank 
based in Hong Kong, co-ordinates and provides a 
wide range of services for the region with specialists 
Eb. inthe capital markets, shipping, export finance, 
М leasing and project advisory work 
Elsewhere in the region Grindlays Bank 
À has branches in Japan, Korea, Singapore and 
À Taiwan, a subsidiary in Australia, and 
А representative offices in Indonesia and 
À Malaysia, where the Group is also a major 

shareholder in Asian International 

| Merchant Bankers Berhad 
| In addition the Grindlay Brandts 
| Insurance Broking Group has an office 
in Singapore and an association with 
| РТІ.В.5. Insurance Broking Services in 
| Jakarta. 

| So whether you require trade 
| finance, bonding facilities, foreign 

| exchange, corporate banking, 
eurocurrency finance or a wide range 
of other financial services, you can bank 
on Grindlays in the Pacific Basin. 


Grindlays 
Bank 

Grindlays Bank p.l.c 

Head Office: 23 Fenchurch Street, London EC3P 3ED 

Tel: 01-626 0545. Telex: 885043/6 GRNDLY С 

Hong Kong: 

Grindlays Bank p.l.c 

PO Box 9707, 14th Floor, China Building, Queen's Road Central, Hong Kong 

Tel: 5-266577 Telex: 75132 AVREN HX 

Grindlays Asia Limited 


14th Floor, China Building, Queen's Road Central, Hong Kong 
Tel: 5-266577 Telex: 75132 AVREN HX 








Branches or offices in:- Australia · Austria · Bahamas · Bahrain : Bangladesh - Brazil - Canada - Colombia - Cyprus - England · France · Germany : Ghana 
Greece- Hong Kong - India - Indonesia · Iran · Japan · Jersey - Jordan · Kenya - Republic of Korea · Malaysia · Mexico - Monaco - Oman · Pakistan Qatar · Scotland 
Singapore · Spain Sri Lanka · Switzerland · Taiwan - Uganda - United Arab Emirates · United States of America - Zaire · Zambia - Zimbabwe 











to stay at the 


Hilton International Singapore. 
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Four billion reasons? That’s the number of combinations in the Uniqey Security System. 
A most highly advanced computerised key card system, proven throughout America and Europe and 
now adopted by the Hilton International Singapore. The first in the Asia Pacific region. 


















































The UNIQEY Security System. 


Unigey is an electronic key system that does away with old 
fashioned keys. 
Uniqey is more than added security for guests. When checking in 
they receive their own newly coded room key card. Assurance that no . 
other card can open their door. The card is convenient and easy to carry. 
The Hilton International Singapore. One of the world's 
great hotels. Installation of Uniqey is evidence of this leadership in 
satisfying every guest's requirements. 
Just one more reason it's a great 
place to be. 


For more information contact: 


ты Unigey Asia Pacific Ltd. : y : 
l jf \ EY 1803 Bank of America Tower, Harcourt Road, Hong Kong. A 1 tobe 
Teh 5-212536. Thx: 62135 UNIQ HX . 





FOREIGN RELATIONS 


On the mend, slowly 


The Australian defence minister's visit marks a high 
point of the gradual thaw in relations with Jakarta 


By Susumu Awanohara 


Jakarta: Australian Defence Minister lan 
Sinclair's tour of Indonesia in January re- 
sembled any other routine and neigh- 
bourly visit by a foreign dignitary, but 
goodwill visits by top officials of the two 
countries have been few and far between 
in recent years. Although no dramatic 
agreement was reached, Sinclair's one- 
week visit marked an upswing in bilateral 
ties which had been strained by Jakarta's 
absorption of East Timor in 1976 and per- 
sistent public disapproval of this move in 
Australia. 

Indonesian policymakers were happy 
with Sinclair's tour, which included 
stopovers in East Timor and Irian Jaya, 
but warned against complacency. Sinclair 
had wanted to make a visit earlier but it 
was officially explained that he and his In- 
donesian counterpart, Gen. Mohammad 
Jusuf, could not find a mutually conve- 
nient time. Privately the Indonesians 
admit that they did not bend over back- 
wards to receive Sinclair. 

But when the trip materialised in late 
January, Sinclair was given a royal wel- 
come. During his stay in Jakarta, he ag- 
reed with Jusuf to continue existing joint 
projects and start some new ones which 
would cost Canberra about US$10 million 
this year. 

A core: project has been maritime pat- 
rols, involving the provision of 18 Nomad 
reconnaissance aircraft, patrol boats and 
advisers. Australia has agreed to provide 
two additional patrol boats and to estab- 
lish a nationwide maintenance system for 
the Nomads. A survey and mapping pro- 


ject and various training programmes will | 


continue. Sinclair is believed to have dis- 
cussed possible cooperation in the defence 
industry. 





Judging by the layish airport reception 
put on for Sinclair and the access he had in 
Indonesia — besides President Suharto, 
Sinclair met seven ministers in two days in 
Jakarta as well as army and navy area 
commanders outside the capital — the In- 
donesians seemed more than usually hos- 
pitable. The long private discussion which 
Sinclair had with Lieut-Gen. Benny Mur- 
dani, the No. 2 man at the State Intelli- 
gence Board, and head of the team over- 
seeing. development of East Timor, was 
seen by some as symbolising improved 
bilateral relations. 

There were indications about a year ago 
that Murdani was among the Indonesian 
military leaders who were most incensed 
by Australian press reports warning of 
famine in East Timor. There is a widely 


held view in Jakarta that government-to- | 


government relations have been good all 
along and that only the Australian press, 
church groups and some politicians, with 
their own axes to grind, have continued to 
stress the East Timor issue. 

This view was challenged by some In- 
donesians who became increasingly impa- 
tient with supposed friends among Can- 
berra officials. These officials stressed 
only that theirs was a free press which the 
government could not control and they 
did not take the trouble to balance what 
the Indonesians saw as distorted and mali- 
cious information about East Timor and 
Indonesia published in the Australian 
press. 


akarta later found a worthy friend in the 
former Australian Labor prime minis- 
ter, Gough Whitlam, who visited East 
Timor in early 1982 and strongly con- 
demned the rumours of an impending 








Sinclair; Murdani: after a slow thaw, a royal welcome 


famine (REVIEW, Mar. 19, '82). Late last 
year, Whitlam went to the United Nations 
General Assembly to support Indonesia in 
the annual East Timor debate. Canberra 
has also been supporting Jakarta at the 
UN, albeit more quietly than Whitlam. 

Another breakthrough came last De- 
cember when the Australian Department, 
of Foreign Affairs and Indonesia’s Centre 
for Strategic and International Studies 
(CSIS) jointly sponsored a conference on 
international and bilateral issues. Consi- 
dered a quasi-official think-tank, CSIS has 
co-sponsored such conferences regularly 
with many countries. 

Not only was the December conference 
the first involving Australia, but the Can- 
berra government was directly involved in 
its organisation, with Australian officials 
participating. This implied that Canberra 
would make greater efforts to explain In- 
donesia to the Australian public. One con- 
clusion of the conference was that com- 
mon interests far outweighed differences. 


| Australian newspaper editors who partici- 


pated were invited to visit East Timor, and 
agreed with most of the earlier reports 
that conditions there were improving and 
that there was no famine. 

Both Indonesian and Australian 
analysts place Sinclair's visit in the context 
of improving relations. After Whitlam's 
solo performance and the December con- 
ference, Sinclair reiterated Canberra’s 


| position that East Timor was "within the 


sovereign responsibility of Indonesia" and 
that “the border incidents that have occur- 
red [between Indonesia and Papua New 
Guinea] should not be distorted" or 
exaggerated. The Indonesian army was 
accused of making repeated border incur- 


| sions into Papua New Guinea last year 


(REVIEW, Sept. 17, '82). 
While welcoming the thaw, analysts on 
both sides warned against euphoria. An 


| Indonesian analyst rejected the view held 


by some Australians that Jakarta was sud- 
denly worming itself into Canberra's 
favour because of anxiety over coming 
economic difficulties. The sense of 
superiority that many Australians feel vis- 
a-vis Indonesia will not disappear over- 
night and the danger that "the Australians 
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nd aggressi 
donesia. Officially the A 
like to see a strong Indonesia: because a 
*[hostile] approach to Australia from the 
north necessarily would need to embrace 
ndonesia," as Sinclair put it. Suharto re- 
portedly reassured him that Jakarta had 
increased its security preparedness. Buta 
takeover of Indonesia by communists or 

















nturist inclinations — however low the 
probability — must surely be included in 
the spectrum of contingencies envisaged 
by Canberra. 

A more immediate worry is a change of 
government in Australia. There will be an 
election not later than November, and the 
abor Party, whose platform still includes 
opposition to Indonesia’s integration of 
ast Timor, has a chance. of winning. If. 
Labor takes power and derecognises the 
integration, bilateral relations would be 
damaged for a whole generation, both In- 
donesian and Australian observers in 
arta say. Sinclair’s visit can be seen as a 
small step to prevent any such damage and 
to improve Indonesia's image among 
Australians so that even à Labor victory in 

anberra will not sour bilateral ties. W 



























extremist Muslims, or by a leader with ad- | 





By Hikaru Kerns 


Tokyo: The visit to Japan of ! Malaysian 
Prime Minister Datuk Seri Mahathir 


“Mohamad was widely acclaimed as a suc- 


cess — not least because it resulted in a 
clarification of Malaysia's attitude to- 


warde a critical part of Japanese. defence. 
plans. During talks on January 24-25, Ja- 


panese Prime Minister. Yasuhiro Naka- 
sone explained that Japan's defence of sea 
lanes does not even extend as far as Taiwan, 
the Philippines or Guam. Therefore, the 
waters around Malaysia, including the 
Malacca Straits, are not affected. 
Mahathir expressed support for this po- 
licy and endorsed the idea of Japan build- 
ing up its military capacity to defend its 
own archipelago. The sealanes referred to 
extend. 1,000 nautical. miles southeast 
from Tokyo and the same distance south- 
west from Osaka, a Japanese Foreign 
Ministry spokesman said, and.this.clearly 
did not involve Southeast: Asian waters. 
Mahathir had told Nakasone that the right 
to defend the Malacca Straits _ belonged 


roublesome trio 


y John Fullerton 
Islamabad: United Nations special envoy 
iego Cordovez has nearly concluded a 
three-nation round. of talks: aimed at 
achieving an internationally accepted po- 
litical solution to the protracted. Afghan 
Crisis, 
lamabad, he spoke to Afghan leaders in 
аби and then returned here on January 
for.more talks with Pakistani officials.. 

On his return to. Pakistan, Cordovez 
told reporters that he was satisfied. with 
the Kabul response to the UN peace pro- 
I with hint and that 
ig. t from Kabul prompted his 
to Islamabad for a second round of 
iscussions. He added that he might go to 
Kabul again, depending on the result of 
his 1 latest stay in Pakistan, before return- 
ng to the UN to report to Secretary-Gen- 

eral Javier Perez de Cuellar. 
Sources have told the Review that Cor- 
dovez discussed an ‘outline proposal for 
ibstantive negotiations with | officials in 

thr 













pr ximity talks - i 
later were dominated by discussions over 
procedure and priorities. This time the 
UN envoy had set out on paper à proposal 
^ calling for a Soviet withdrawal from-Af-. 
ghanistan — as demanded by Pakistan — 
linked to a phased return of Afghan re- 
fugees from Iran and Pakistan. 












After visiting Teheran. and Is- | 












rompt solution to the Afghan crisis looks unlikely despite 
ome undercurrents of change in Kabul’s position 


These two issues also would-be tied to 
the signing and, later, to the ratification of 
bilateral and multilateral agreements on 
non-interference by neighbouring states 
in Afghanistan’s internal affairs, the most 
important demand. of Kabul’s. ruling 
People's Democratic Party (РРР). "The 


proposals. are, not unnaturally, very loose. 


and full of blank spaces,” said one foreign 
ambassador here before Cordovez began 
his latest trip. ^His visits to Teheran, Is- 
lamábad and Kabul are designed to fill in 
some of the gaps and keep the: ball roll- 


ing.” 


Some observers believe that Cordovez 


тау visit Moscow after returning to the | 


UN. Sources suggested that one objective 
would be to pencil in a general agreement 
between the parties involved in. the proxi- 
mity talks — Pakistan and Afghanis 
before à further round of these discussions 
later this year. No one expects quick re- 
sults. The negotiations are likely to con- 





‘tinue for years rather than. months, but 
‘certain aspects of the. UN proposal аге 


likely to be taken up by the two countries 


‘and that should provide sufficient. flexibil- 


ity to maintain momentum, | 
Оп the surface, the positions f Is- 


amabad, ‘Kabul and Teheran remain- 


firm, but there are undercurrents of 


| change. “Perceptions have altered, one 
оша. said, dad е poe as | which the divided communist (сай 


crucial and itis apparent here that over the 
| past. year Moscow's policy has begun to 








to Malaysia, Singapore and Indonesia. > 


Malaysian and Japanese official sources 
said that a misunderstanding: "arose 
through press reports after Mahathirwas = 
asked in Kuala Lumpur shortly before his. . 
visit.for his views on Japanese defence of- 
sea lanes. if this extended to the. Malacca > 
Straits, Mahathir expressed apprehension. |. 
over that possibility, but said: that he. 
viewed the question as only hypothetical. 
But the result was a confused series of re- 
ports that Mahathir was anxious about Ja- 
panese military power, the same sources 
said. The discussions between Mahathir 
and Nakasone resolved the issue. 

Another important result of Mahathir's 
visit was an increase in Japan's loans to 
Malaysia.» In the first day of talks; 
Mahathir'said that Japan's yearly loans to 
Malaysia, averaging about Y21 billion 
(US$89 million), had been decreasing in 
real terms because of inflation. After the 
session. Nakasone gathered some. of his 
ministers to discuss the loan issue. The fol- 
















maturing. Soviet influence on Kabul is 


emerge more clearly than before. Р 
Soviet.sources said Moscow. is en- ` 
couraging Kabul's Babrak Karmal gov- ` 
ernment to take up the refugee issue in 
particular. Moscow reportedly wants the 
PDP to suggest establishing a pilot pro- 
ject. involving the return home of some 5- 
10,000- Afghan refugees from Pakistan 
and. possibly. some from Iran. The UN 


would be invited to monitor the refugees’ 


return and the conditions of their resettle- 
ment in Afghanistan. 

Significantly, Soviet Foreign Ministry 
officials believe that Pakistan's enhanced 
confidence, following an improved re- 
lationship with the United States, could be 
put to good use in easing strains between 
Kabul and Islamabad. Greater self-assur- 
ance in Islamabad. might make Pakistan 
more receptive to am initiative by Kabul 
on the refugee issue. 


he Soviets reportedly argue that the 

‘exercise: would exploit Pakistan's em- 
phasis on the altruistic and humanitarian 
nature of its refugee policy, and the coun- 
try’s, intrinsic, psychological need to be 
seen as independent, non-aligned and at 
the forefront of peace initiatives in the 
Islamic world, It would, they believe, also 
help relieve the growing social and politi- 
cal pressures іп. Baluchistan and North- 
West Frontier Province because of the 
presence of some: 350 “Afghan refugee 
camps. 7 

-Afghanistan's PDP is anxious to make 





| progress at the proximity talks to improve 


its international credibility — something 





Mahathir and Nakasone: a helping hand 





‘lowing day Nakasone presented a new 
loan package: in addition to the ¥21 bil- 
lion, Japan would this year extend a spe- 
cial loan of #50 billion. 

Of this-amount #40 billion would be in 
official development assistance, carrying a 
modest interest rate of 5.75%. Another 
¥ 10 billion would come from the Export- 
Import Bank with an interest rate of | 
8.9%. Repayment would be over 25 years 
with a grace period of seven years. The 








loan will be used by Malaysia for the con- 
struction of a power plant. 
Mahathir also asked Nakasone to in- 


— > —* w 





creuse imports of 
Malaysian oil by 20,000 
barrels a day. The cur- 
rent figure is 70-90,000. 
Nakasone replied that 
the decision rested with 
the private sector but 
that Japan's demand 
for oil was declining in 
any case, He said he 
would convey the re- 
quest to private com- 


райіеѕ. 
In line with the leok- 
east policy — under 


which Malaysia regards 
Japan and South Korea 
rather than the West as 
models for development — Mahathir 
pointed out that 49,000. students were 
studying in Western countries but only 200 
in Japan including vocational trainees in 
19 Japanese firms and students taking sci- 
ence and business courses in Japan's uni- 
versities. Another 240 Malaysian students 


| are due to arrive in Japan in April. This 


was an imbalance that should be cor- 
rected, he said. Mahathir asked Nakasone 
to cooperate on the Malaysian policy and 
accept more Malaysian vocational 
trainees and students. 

It was reported that Nakasone had been 





amenable on the economic-aid issue be- 
cause of Mahathir's wish to turn to Japan 
as a model. Nakasone offered full coope- 
ration to facilitate Malaysians” studies in 
Japan as well as on the look-east policy 
generally. Nakasone also mentioned that 
Japan had no intention of resuming aid to 
Vietnam until it withdrew its forces from 
Cambodia. А 
Although Malaysia continues to have a 
trade surplus with Japan, Mahathir pub- 
licly urged Japan to open its market to 
more manufactured goods from Malaysia. 
Japanese-Malaysian trade has been grow- 
ing rapidly in the past several years, from 
US$3 billion in 1978 to USS4.5 billion in 
1981, Malaysia had a favourable trade 
balance of as much as US$1.75 billion in 
1979, but this declined to only US$500 
million in 1981 due to lower prices and de- 
clining demand for primary commodities; 
Japan is Malaysia's main trading part- 
ner, accounting for 21.8?5 of Malaysia's 
total exports and 23.5% of imports. But 
the vast majority of Malaysia's exports to 
Japan are raw materials and fuel, while its 
imports from Japan are mainly machinery 
and other industrial goods. A key objec- 
tive of the look-east policy is to transform 
Malaysia into a modernised industrial so- 
ciety and diminish its dependence on pri- 
mary commodities. 
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has been notably short of since coming to 
power in 1978. Kabul still insists that sup- 
port for a counter-revolution would come 
directly from Pakistan, the US, China and 
so-called Islamic reactionaries. 

For the PDP, the issue of non-interfer- 
ence in Afghan affairs is crucial. But ob- 
servers here say Kabul will have little op- 
tion other than to follow Moscow's direc- 
tives. Essentially Moscow and. Kabul 
share the соттоп need to maintain a 
communist status quo in Afghanistan. 
"What they are trying to do is to give the 
regime a face-lift,” said one analyst. “But 
they are playing a very long game." 

Teheran has steadfastly refused to enter 
into the UN negotiations until representa- 
tives of the Afghan resistance movement 





are allowed to participate in the talks. 
However, Iranian officials are reported to 
be taking more interest in the progress of 
the UN-sponsored discussions. Teheran's 
new interest stems from concern over its 
eastern border; Afghan guerillas and 
Iranian security forces have clashed on a 
minor scale, while in April 1982 ground 
and air units reportedly fought with 
Soviet-Afghan hot-pursuit units оп 
Iranian territory. 

Pakistan's President Zia-ul Haq has 
spoken of a freshness in Soviet attitudes 
following his meeting with the new Soviet 
leader, Yuri Andropov, in Moscow last 
November. However, observers say the 
freshness stemmed more from An- 
dropov's soft-spoken manner than from 





Cordovez; Zia а promise of maximum cooperation. 





any shift in policy, and Zia is said to have 
confided, as much to colleagues. Still, 
Pakistan has noted that Afghan and Soviet 
security forces appear to have stopped 
their frequent incursions into Pakistani 
airspace and territory. 

Cordovez was warmly welcomed here 
on his arrival and a Foreign Ministry offi- 
cial said he was promised Pakistan's “ut- 
most cooperation" in his peace efforts. 
But there still is no indication that Is- 
lamabad is willing to talk directly with 
Kabul at this stage, and the UN envoy had 
not been expected to press the matter. 

Washington maintains the view, at least 
in public, that Pakistan's renewed trust in 
its relations with the US will help bolster 
Zia's stand on the Afghan crisis. Zia says 
his four principles for solving the crisis will 
not be compromised. They are: the with- 
drawal of all Soviet forces; the return of 
Afghan refugees “with honour and dig- 
nity"; a reversion by Kabul to its non- 
aligned Islamic status, and the right of Af- 
ghans to choose their own form of govern- 
ment. 

Some West European diplomatic 
sources here do not believe the principles 
will stand. “1 can foresee a point at which 
Pakistan might be persuaded to enter into 
direct talks, providing it perceives a signi- 
ficant quid pro quo in the offing," said a 
European specialist on South Asian af- 
fairs. One senior diplomat commented: 
“There are those who believe that Zia's 
trip to Washington in December went too 
well — that it bolstered Pakistan's confi- 
dence out of all proportion and that Pakis- 
tanis are now saying, ‘Well, we've man- 
aged to convince the Americans of our 
good intentions, Now let’s get on with the 
job ourselves’ .” 
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By David Bonavia  - ; 
he reprieve of Mao Zedong's widow 
Jiang Oing, and à fellow member of 
the Gang of Four, Zhang Chungiao, raises 
the question of how seriously the present 
leadership rates the chances of a leftwing 
comeback at some time in the. future: 
hang, said to be ill with throat cancer, is 
unlikely to make а comeback, and only in 
extreme circumstances could Jiang again 
find herself elevated to a position of 
power. Nor can the. 48-year-old. Wang 
Hongwen cherish many illusions about his 
future, with only two years of a life sen- 
tence served. Yao Wenyuan has been so 
thoroughly ridiculed that even if he-were 
released prematurely, few people would 
take him seriously again. mun 
The Gang of Four trial was a deep poli- 
tical trauma for China, though. many 
ould say it was also a means of healing 
the wounds left by the Cultural Revolu- 






















Although the Gang of Four has been totally discredited, - 
leftwing sympathies could re-emerge in the post-Deng era 


According to accounts published in 
1980 by Liu's children, he agonised per- 


| petually about his alleged mistakes and his 


inability to understand what. was being 
doneto him, At the height of the persecu- 
tion, he told the children: "Later you will 
come to realise that the Chinese are really 
the most marvellous people." Eventually 
Wang Guangmei and the children were 
moved out, and Liu wandered from room 
to room of the empty һойве The sleeping 
pills he used were reduced in dose and he 
was badly fed. His health failed till he 
could no longer walk and in late 1969 he 
died unattended on the floor of a prison 
basement in Kaifeng. 

Long before this thé focus of the Gang's 
interest had moved to Shanghai, where 
the intense political battles of the Cultural 
Revolution were being literally fought out 
on the streets. In August 1967, under the 
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Jiang s big three; Zhang, Wang and Yao. 















Поп. Although Jiang had been active in 
5 “reforming” the Peking opera, ballet and 
musical works from at least. 1964 on, her 
perversion of the Chinese cultural-tradi- 
ion was not, as far ав is known, raised 
ainst her during her trial in 1980. | 
Jiang's alleged crimes date from. 1966 
when she participated in planning the dis- 
_grace of then head of state Liu Shaogi, 


апа former political. boss of southern 
China Tao Zhu — together with ‘their 
wives. The female jealousy angle was 
never far from Jiang's activity, though in 
he persecution of Liu, Deng, Tao and 
heir wives, it was Liu's spouse, Wang 
“Guangmei; who suffered/the worst. 

#0 Liu and his wife were permitted to re- 
‘main in their official residence in (һе. 
leadership compound called Zhongnanhai 
in Peking. But for a period of months, Liu, 


his wife and children were subjected to 


severe harassment. 


20 


hen general secretary Deng Xiaoping, 





command of Wang Hongwen,. a former 
factory security officer, the main Red 
Guard faction mounted a mass assault ón 
a diesel engine factory where their rivals, 
called Scarlet Guards, were installed. 


- Using fire-hoses, clubs, iron bars, triangu- 
lar files and other. makeshift weapons, the 
Red Guards stormed the building, injure 


ing some 700 people. i E 
"This was not the most violent incident of 
the Cultural Revolution, but it clearly in- 
dicated the strengths and weaknesses of 
the movement. The Chinese students and. 
tlie young workers who joined them were. 
capable of immense efforts of the collee- 
tive. will, especially when. violence and 
persecution of so-called bourgeois efe- 
ments and revisionists were concerned, 
But they were themselves often destroyed 


‘by their incurable fractiousness, which en- 
abled them to be manoeuvred and manit- 


pulated by those in charge — Zhang espe- 
cially. eer 
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. Zhang was accused of referring to the Cul 
tural Revolution as a change of dynasty. 
Considerable time was speüt examining 
witnesses to establish that Zhang. had 
really said that on more than one-oceasion 
in 1967-69. Whether the Shanghai leader 
wished thereby to indicate ‘that all the 
former ruling class — of Liu; Deng, Tao 
and their ilk — were to be overthrown in 
favour of Jiang and her followers; or whe- 
ther һе was looking farther into the future 
and foresaw a time when Мао influ- 
ence was to be undermined as his health 
failed, and it would be easier for the Gang. 
to falsify his instructions and: wishes, will 
probably never be made clear. S 

Zhang's manipulation of Red: Guard 
factions was most clearly depicted in his 
meeting with the young rebel Kuai- Dafu; 
the leader of the main Red Guard faction 
at Peking’s Qinghua University, thought 
to be still serving a jail sentence. In his tes- 
timony,' Kuai recalled how Zhang on a 
cold December day in 1966 had received 
him in a janitor's office at the western gate 
of Zhongnanhai and urged the student de- 
magogue to turn the spearhead of the at- 
tack against Liu and: Deng. Kuai was 
mightily impressed and flattered, he told 
the court. 7, F | 
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ised- public security forces. The coun- 
try came close.to being a military dictator- 
“ship. This period, was to а large-exten 
glossed over dr the trial of the Gang, 












crediting of the heroic and morally in- 
structive role ascribed to the PLA by Mao: 
Massive attention was given instead to de- 
tailing the attempted coup by the late Lin 
Biao — defence minister and officially de- 
signated heir to Mao. 

The testimony given at the trial showed 
that not only were sizable sectors of the 
PLA — even the Logistics Corps — disat- 
fected and involved in conspiracy against 
“Мао, but also that they: were completely 


incompetent and easily outwitted by Mao 


and Zhou Enlai. The air force, under the 
control of Lin's son Liguo, was preparing 
to blow up Mao’s train at Shanghai and, if 
the coup failed, to fly the chief plotters to 
Canton to setupa rival central committee; 
“while in the north the Soviet Union would 
be invited to launch a cross-border‘offen- 
sive; Tipped off. Mao fooled them by léav- _ 
ing Shanghai earlier than scheduled. — | 
 itis-also possible that Mao and Zhou's 








| the United States convinced Lin that they - 


sudden. lurch towards reconciliation with 
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covert revisionist.: 
On Octobér 18, 19и 







19305: acting in Shanghai. 


the Gang, was sent hot-foot to Changsha 
. ^ where Mao was on holiday — to de- 
“-nounce Deng's economic policies and to 
complain that Zhou was seeing other 
senior politburo.members daily at his hos- 
pital bedside. Mao mildly admonished 


Wang not to hang around with the others | 


of the Gang; and:to be especially wary of 
~ Hang. Wang flew back to-Peking the same 
night and hriefed his associates on the 
visit. 
. «Dissatisfied with the results of Wang's 
г "mission and anxious to prevent Deng from 
talking to Mao in Changsha while accom- 
; үлүш the visiting Danish prime minister, 
Poul Hartling, the Gang summoned two 
of Mao's top female aides, his cousin 
Wang Hairong and English interpreter 
Tàng Wensheng (Nancy Tang). Jiang told 
them to approach Mao with the same ac- 
cusations against Deng and Zhou as Wang 
- -Hongwen had made. They both baulked 
at this, but in the end were forced to gòto 
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ants, more foreign. 





«4 Ж Й ГА А H 
1937 (?): married in Yanan. 





| created by the Gang under the overall au- 





young v wome repeated 1 iang smears on | 
Deng and Zhou. Mao was furious, blam- 
ing Jiang for making an unnecessary poli- 
tical issue out of her fight with Deng over 

the desirability of China building its own 
merchant ships, rather tham buying or 
chartering them from abroad as Deng pre- 
ferred. 


he anti-Confucius campaign dragged on 

into 1975, when Mao's health nfade it 
more and more difficult for him to prevent 
the Gang of Four from consolidating their 
grip on national policy. It is likely that he 
too had misgivings about Deng's policies, 
which included. controversial reports on 
science and technology and the state of the 
economy, both later denounced as right- 
ist. The leftists pressed their attack in late 
1975 with a campaign at Peking and Qing- 
hua universities to discredit “the top party 
person in, authority taking the capitalist 
road," meaning Deng. . 

The balloon went up after Zhou’s death 
in January 1976. Instead of Deng or 
Zhang, the fast-rising Hua Guofeng was 
made acting premier, promoted from his 
year-long tenure as minister of public sec- 





urity. On Yao's instructions the mourning 
for Zhou was played down in the media. 


"This increased the groundswell of public 


discontent with the economic stagnation 
and educational and cultural stultification 


thority. of Mao, "When. wreaths com- | 
inemorating Zhou were removed. by the 
city authorities on the night of April: 
5-6, scores of thousands of people pro- 
tested and rioted on Tiananmen Square. 
Deng was indirectly blamed for this and 
was stripped of his vice-chairmanship of 
the party and his post as vice-premier. 

It can beseen that the crimes ascribed to 
the leftists at the trial came under roughly 
two headings: the military plot to kill Mao 
and the Gang of Four's attempt to impose 
their rule and policies on China. There has 
been no suggestion that the Gang was 
even remotely involved in the Lin plot. 

" As an episode in China's millennia-long 
recorded history, the Gang of Four affair 





in imperial times — and g getting awa 





ion of: the first emperor of the 


' 1966: оит Revolution. 1980: on trial. 


_ bolic No. 3 position in the leadership, i 





it could be interpreted as the passing o 
mantle from the vanquished to.th 
But the Gang of Four was а fie 
nomenon. 

Jiang broke new ground for women 
rights in China by taking it on herself f 
reorganise the cultural aspects of 
state. She metaphorically repeated 











dynasty, who burned the Confucia 
sics and buried scholars alive. To this da 
many a Chinese intellectual has. no 
crawled out of the social grave to W 
he or she was consigned in the Cul 
Revolution: Access to millions of boo 
university libraries is still limited. 

ever, it. can be C that n did 
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caught Zhang's eye as a likely lad t 
the street battles boiling up in Shanghai 
By the testimony given at the tri 
was а capable commander, effi 
moving tens of thousands of activis 
the fray at the diesel engine plant. Hi 

vation to politburo status, and to the: 


1973 found him not wanting in self-coi 
dence. On several occasions. when Den 
was busy with other things, he chaired 
politburo sessions. He was entrusted with: 
making the keynote speech of the mov 
ment to “go against the tide" — that is, 
continue fo struggle against revisionists. 
and “people taking the capitalist road; 
But Wang Hongwen’s most import 
role in the Cultural Revolution was his a 
tention to the training of the: ‘people 
militia, especially in; Shanghai. H 
dreamed of building the. Shanghai il 
into a force capable of resisting the 
He armed them with automatic weapo 


: Perhaps the most, p 
f Somewhat wei 


овону | 


“Steeped in 
80151 theory that even after four years in 
| he ‘still had difficulty in talking other 
than in the leftist jargon with which his 
Writings abound. Yao was several ‘times 
reprimanded for attemptifig to justify his 
role by claiming it was “the way Isaw 
ngs at the time,” or “my thinking atthat 
e." Especially during the Tiananmen 
quare riots on April 6, 1976. Yao said: "T 
elti was being opposed." He talked 
loosely about shooting a few of the rioters. 
hat was just the feeling that flashed 
rough ту mind," he told the court. “It 
"t become one of my concepts." 
specialised in doctoring news-and 
Otographs to give prominence to hirn- 
f and other leftists. Working through 
eftist writing groups, such as the notori- 
us Liang Xiao (based in the.two main 
iversities in Peking). he masterminded 
| three-year-long campaign using literary 
riticism and Chinese ancient history to 
iscredit Zhou — in the figure of the semi- 
endary Duke of Zhou. In 1975 he ven- 
Ously attacked Deng. 











































put the Gang in jail was one thing. To 









he leadership and rehabilitate Deng was 
other. Even after his return to power in 
7, Deng had to go along for a while 


that Mao's ен was unass 





eir own presence on the poli 
M tos some. extent is sul form: 





p when Deng dies and: his rightist 
olicies may be repudiated or modified in 
he power struggle that will probably fol- 
Ow his demise. It took Deng two years to 
get rid of such Mao-fixated leaders as Wu 






Chen oe and six years-to oust Hua, 






rs found the: condom ofp power. jan- 
ian, for.years Mao's top economic plan- 






momics of Chen Yun, Deng and Pre- 
i ; And: the aged Ye 
tohave felt that Deng 
:pudiation of Maoism 
ook on his erstwhile 





Ina subsequent article David Bonavia 
will assess the position of the radicals 









-ing with religious fundamentalists. and 





paper over.the still enormous cracksin + 






“the country would де turn 





vith the view held by at least half the polit- | ' 





| people's hands, it will. just not | 


“De, Wang Dongxing, Ji Dengkuei and. 


te himself closely. with the пем. 


in China today and their future pro- | 








country's military ruler whose regime has 
been projecting. an image of moderation, 
recently surprised the'country by associat- 






making strident pro-Islamic remarks. 
Even more surprising; Ershad lashed out 
against those known here as progressives 
by commenting that such people are “al- 
lergic to the question of Islamic principles 
as if these would reverse the process of 
progress." Going a step further, he urged 
those he called true Muslims to resist these 
elements. 

Significantly, the remarks were part ofa 
speech made on January 14 to a meeting of 
teachers from Muslim theocratic schools 
in which Ershad also stated: “The ideals 
and principles on Islam will be reflected in 
every sphere of state and national life; the 
place of Islam as'à religion will be main- 
tained above all in the constitution of the 
country." At an earlier socio-religious 
meeting Ershad: had declared .that 
Bangladesh, where about;9096 of the 
people are Muslims, should have Islam as 
the state religion, but th not mean 








lamic state. 

While it is not vet 
has had a change of heart and now favours 
e establishment of àn Islamic: state, late 





cepted.” 
Although foreign observers, includ g 


у diplomats from Islamic countries, are 


hesitant to draw hasty conclusions, local 
politicians апа а section ofthe national 
press appear in no. mood to. wait and see 
what the general isup to. They have taken 
the chief martial-law administrator s.re- 
cent statements to task mainly: on two 
major issues; 


First; Ershad һа: questioned some of. 


the practices relating to the observance of 


Martyrs’ Day on February 21 atthe Dhaka. 


Shahid Minar, a memorial to Bengali stu- 
dents who were gunned down. while pro- 
testing against the Pakistani .Govern- 
ment's decision in 1952.to make Urdu the 
sole national lánguage. For Martyr's: Day 
the memorial’s floors and steps are usually 
decorated with painted designs called al- 
рапа — a traditional custom on festive as 
wellas solemn occasions. Ershad held that 


this practice was not part. of Islami¢ cul- 


ture. 


Ershad has also ordered that the Koran.) 
„Бе read at the memorial during the forth- 


coming Martyr's Day ceremonies. While 





ar Whether Ershad | 












entalism is not very well a: cepted: . 
-We аге a very religious-mind 
but if you say that tomorrow we y 



















the framework of the Supremacy: of the 


: nce Martyrs' Day 


spark offa contro e y with he secular opposition 


Bys. Kamaluddin 
Dhaka: Lieut-Gen. Н.М. Ershad, the 


recitations: from the Koran are раге о 
Muslim ritual before prayers for the salva- ^ 
tion: of departed souls, this'practice has 
not. been observed on Martyr's Day be- 
cause the day commemorates a national 
struggle — both ethnic and linguistic — 
against the tyranny of the then Pakistani | 
regime.. Referring to Martyrs” Day, Er- 
shad also said: "This time the movernent is 
for the establishment of an Islamicstate." 


he first salvo against Ershad's remarks 

| was fired by 14 opposition parties ranging 
from both factions of the Awami League 
to extreme leftwing parties. A joint state- 
ment signed by 23 opposition luminaries 
warned that the remarks would push the 
country towards a civil war. The. strongly 
worded statement, broadcast by the BBC 
but almost-totally ignored by Bangladeshi 
media, said: "We would like to clearly 
state that the people will steadfastly op- 
pose and defeat this attempt to nullify the 


‘achievements of the February 21 Move- 


ment; change the, basic state policy and 
promote the interest of a group and a per- 


son in the name of Islam . . . We strongly 
into an Is- f 
| martial-law administrator and urge the 
people. to be D es to. defeat this con- 
spiracy . 








iticise: these ‘observations of the chief 








he only exception among the country’ 5 
р $5, was the English-language weekly 
iday, edited by former cabinet minis- 
+ Enayetullah:Khan. Ima signed front- 
mmentary headlined, “The bigots 

"һе wrote: “These fundamen- 
list bigots, who shamelessly trade with 
the holy faith of the great majority of our 
masses, have somehow been able to take 
the people off their guard. Worst of all, in 











their calculated. blitzkrieg, they: ‘have 


seemingly exploited the passion of the 
chief martial-law administrator.” 
However, the controversy has seem- 


‘ingly brightened the prospects for a politi- 





cal alliance to launch. a movement for the 
restoration of democracy. Politicians are 





-trying to organise а united front for the 


observance of Martyr's: Day in the fradi- 
tional manner... And the Supreme Court 


, Bar Association, at a general meeting in 


January, adopted a.resolution demanding 


. restoration of democtacy. 


The resolution, signed. by association 
president Serajul. Huq and, secretary. M. 
Fazlul Karim, said: "The association calls 
for the ürgent establishment of democracy 
in the country and expresses its support 
ог. ће: solidarity. with all.sections. of 
people who are’ striving for the establish- 
ment of democracy. in order that funda- 
mental rights of the people, rule of law 
and the independence of judiciary within 
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| Alitalia is more fashionable 
han ever 


Alitalia Boutique. Beginning January 1st, you can shop for 
High Fashion in the sky. Because our Alitalia Boutique will be 
featuring the most prestigious names around: Battistoni, Ferragamo, 
Gianni Versace, Trussardi, Valentino. These are names that are 
found in the most exclusive shops in Rome, Paris, London, 
New York, Tokyo... 

Names that have taken the words "made in Italy’ and made them 
synonymous with elegance. We're offering a beautiful selection 
of their accessories at special prices for all of our intercontinental 
and international passengers. Alitalia 


Boutique. Think of it as High Fashion Л і j ra і in 


Türn your bank into an international network 
_ atthe speed of light. 


Look to Bank of America for 
correspondent banking services. 


If your customers are doing 
business where you don't have a 
bank, look to Bank of America. 
With rapid communications 
through our own 90-nation banking 
network, we extend your bank's 
services around the world. 


High-speed cash clearings and 
money transfers. 


As one of the leading partici- 
pants in international dollar trans- 
actions in New York, we provide 
quick, dependable cash clearings. 

In fact, we have the highest-volume 
California and western U.S. clearings 





in the world, with excellent 
availability. And our large capital 


and deposit base gives us the ability 


to absorb the liquidity shock of 
large payments. 


What's more, we move funds 
rapidly throughout the world, 
using our own satellite communi- 
cations, SWIFT or any of the major 
public wire services. Which means 
you don't need a different foreign 
currency account for every 
location where you do business. 
Just a single dollar-account in 
New York or California, and you 
can clear all your Bank of America 
accounts worldwide. 


Trade finance services give 
you a worldwide presence 
without leaving home. 


Our global network provides 
you with trade finance services 
around the world. We offer a full 
range of financing instruments, 
including acceptances, advance 
accounts and overdrafts. We 
negotiate aggressive foreign 
exchange rates for you in major 
marketplaces. We negotiate and 
advise letters of credit throughout 
the world. And we confirm letters 
of credit where your customers do 
business—no need for special 
accounts in each business location. 


Special services to serve 
your customers and help you 
manage your bank. 


Our lending ability and project 
consultants help you help your 
customers grow. We provide 
participations in syndicated loans. 
Technical assistance in structuring 
loans. Financial engineering for 
complex financing packages. 
Assistance with mergers and 
acquisitions. Market intelligence to 
bring together buyers and sellers. 
And advisory help ranging from 
international portfolio manage- 
ment to international cash 
management systems. 





Just as important, to help you 
manage your own bank's liquidity 
and liability position, we offer 
aggressive prices on Fed funds and 
interbank deposits. And we assist 
you with virtually every money 
market instrument, from U.S. 
government and municipal 
securities to bankers acceptances, 
Eurodollars and CDs. 

So look to Bank of America 
for fast, efficient correspondent 
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Member FDIC 


Bank of America NT&SA 


banking services. To get in touch 
with one of our specialized 
correspondent account officers, 
contact the Branch Manager at your 
nearest Bank of America office. And 
extend your bank around the world. 


Look to the Leader." 


BANKOF AMERICA Ui 


WITH US, NO REQUEST 
IS TOO BIG OR TOO SMALL. 
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LEMONY OUTPUT EBENSO SSMUPRUPQ S RS 
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Telephone: 3-7212111, Telex: 36718 SHALA HX 


WESTIN HOTELS 
Other Westin Hotels in Asia: 
Shangri-La, Singapore 
Philippine Plaza, Manila 
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e THE REVIEW has already taken 
Hongkong Chief Secretary Sir Philip 
Haddon-Cavé. to task for his brutal 
breaking-up of the team of experienced 
trade “negotiators which has so well 
guarded Hongkong's exports against the 
protectionists in its major markets 
(Traveller's Tales, REVIEW, Dec. 10, 
'82), plus Mary Lee's No room for ex- 
perts, REVIEW, Dec. 17, 82). Last week 
we received support in a Well-argued let- 
ter from Prof. John Odell of the Univer- 
sity of Southern California. Of course, 
repetition, however well argued, is not 
likely to change Haddon-Cave's mind, 
particularly when he is defending a doc- 
trinaire theory or a system. 

The system is, of course, the 
apotheosis of the generalist administra- 
tive officer (in defiance of modern trends 
towards specialisation) and the theory is 
that people become stale in one job after 
four or five years — all, that is, except 
Haddon-Cave himself, who moved from 
the Commerce and Industry _Depart- 
ment into the financial and economic 
branches, and, indeed, was financial 
secretary himself for a decade. Haddon- 
Cave demonstrated а truly protessional 
skill in casuistry when defending his ac- 
tion recently in Hongkong's Legislative 
Council. 


He said he had been criticised for | 


moving too many senior officers around 
all at once, and proceeded to answer that 
charge: career structures must be pro- 
gressive, and "harmful" speculation 
about postings avoided. But the number 
of postings he had made had hardly been 
criticised, So, he put up a straw man and 
demolished it, totally ignoring the main 
charge. 

e WHILE Haddon-Cave is disproving 
his own theory by displaying his 
amateurism in politics, social affairs and 
administrative matters, one must reflect 
on the high degree of professionalism his 
years of specialisation brought to his per- 
formance as Hongkong's financial tsar. 
So much so that the respected London 
Financial Times columnist, Samuel Brit- 
tan, put him on a short list of four for the 
job of chairman of the Bank of England, 
adding that British Prime Minister Mar- 
garet Thatcher personally favoured him. 
But for that job, too, the system pre- 
vailed and a man less experienced in in- 
ternational monetary affairs was ap- 
pointed. Curious how people can per- 
suade themselves of the universal valid- 
ity of doctrines as long as they are not 
applied to themselves. 

e SOME time ago this column poked 
gentle fun at the British satirical magazine 
Private Eye for featuring a report that 
Malaysian Deputy Prime Minister 
Datuk Musa Hitam had caused 138 sus- 
picious people to be arrested, allegedly 
on the grounds that they were wearing 
red ties (REVIEW, Sept. 24, '82). Our 
complaint was not about the ridiculous- 
ness of the report itself, which has since 
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been humorously denied by Musa: “The 
only time the word tie was mentioned by 
me was when I called on the police to 
strengthen their ties with the local fisher- 
folk." The main burden was that Private 
Eye called him “Mr Datuk Musa Hitam" 
and described him as the deputy prime 
minister of Indonesia. Recently the 
magazine recorded Musa's denial, but 
again called him ^Mr Datuk" and again 
ascribed to him the No. 2 slot in the In- 
donesian cabinet. 

e PERSONALLY, I regret the loss of 
the word “рау” which today has come to 
mean almost exclusively “homosexual.” 
No longer can one refer to a "gay party" 
or a “рау affair" without almost certain 
misunderstanding. In Bangladesh, how- 
ever, a "gay girl" still means a lady en- 
gaged in the oldest profession. 

Not always is a slight misuse of the 
English language amusing; it is often en- 
dearing and very often positively adds to 
the language. An item from the Bangla- 
deshi newspaper New Nation of De- 
cember 10 is worth reproducing in full: 


Gaygirl 
back to 
normal life 


OUR CORRESPONDENT 


KHULNA, Dec.8: Gay 
girl! Rebana (16) will по more 
remain іа . profession because 
she becomes the house wife — of 
her own client Sheikh Aasar Ali 
(20), a day labourar. According 
to Rupsa Thana, the beautiful 
young girl, Rehana was a wel- 
known gay girl in Rupsha-Bager- 
hat railway station. 


Meanwhile, itis learnt that 


she fall in love with one day 


labourer Sheik Ansar Ali. Con- 
sequen ently on 25th Nov last 
they tried to go somewhere, but 
police thought it otherwise. They 
were arrested and brought to 
thana. There they disclosed 
their views to marry each other 
and lead a clean life. 


Hearing this story the O.C- and 
some local public arranged every 
thing including purchase of one 
seer of sweet for their marriage 
and they were married. They left 
for an unknown destination. 
While replying to а question 
Rehana told that she was com- 
pelled to adopt this proffession 
when she could not tolerate the 
pins of starvation for one week. 


I do hope no one writes criticising our 


reproduction of the names of the happy 
pair. If any embarrassment has been 
caused, it would be the result of such a 
report in the local paper. 

e HUGH Leong sends a charming 
brochure advertising the delights of the 
Bunny Nightclub in Chiang Mai in 
northwest Thailand with the comment 
that he did not know which was funnier 
— the language of the blurb or the pic- 
tures themselves. 

I certainly agree about the copy, 
though one knows exactly what they 
mean. It reads: 

‘With a warmth of our treatments and 
a touch of narvellous enjoyments you 
can’t in other pleace but in Bunny Night 
Club. 

We invited you to have all the happi- 
ness in our Bunny Night Club. 

We love to serve you and take very 
good care of you by the sweet northern 
Bunny girl you will have a nice time for 
enjoyable with our Bunny. 

The exotic Fantasy Groups shows you 
will be loss your miserable. We may give 
your enjoying with out experience 
shows. The best of our treatment where 
is only one in Chiang-Mai you can 
find.* 

But just as the words fall a little short 
of sophistication, so do the bunnies 
themselves: 


Bless their little cotton socks! 
e ON the other hand I still do not know 
quite what services are offered by а 
Bangkok company which advertises it- 
self as: 


AGENT FOR: 
THE FORIEGN STYLE MANY 
CLOTHES WHICH THE 
SERVICE PRICE - 













a's foreign policy may be on the 
hreshold of yet another phase. Peking 
btly but unmistakably m moving away 
1i the much-talked-of strategic consen- 
us with the United States and some 
ences are being mended with the Soviet 
hion. And the Third World can expect 
ich greater attention as China braces it- 
lf for a more vigorous role there. 


constants and the variables in Chinese 
reign policy are kept in focus. The ton- 
tants refer to the objectives that domi- 
iate Chinese thinking and are likely to re- 
in dominant in the near future. Among 
hem are the restoration of China's place 
n the world and its pre-eminent position 
Asia; the recovery of Taiwan, and the 
eed to acquire modern technology. 
ese have been thé concerns of all mod- 
hinese leaders from Sun Yat-sen 
gh Mao Zedong to Deng Xiaoping. 
10ds have varied sharply but not the 
or the vision. ~ | 

nother constant that might be noted is 
ommunist system. China is not going 
age colour; it is not about to become 
al state. The communist system will 

in for the foreseeable future. — 















































move designed to provide ideological 
fication for opening to the US. 
Analysts have remarked upon the. appa- 
survivability of the Maoist foreign- 
icy framework despite the radical shift 
way from Mao’s internal policies by. his 
essors. But significant. changes in 
eign-policy perceptions have undoub- 
ly taken place. Quite apart from the 
that China is itself launched upon a re- 
rse, there are two other areas 
arking a basic shift from Maoism. 
here is the opening up of China to the 
utside world, more.specifically, to the 
est. Mao would never have endorsed 
he nature and extent of the ties that have 
been developed with the US, Western 
горе and Japan. It is also inconceivable 
hat Mao would have tolerated the wooing 
f foreign capital and the multinationals 
п such a large scale. During Mao’s time, 
king took pride that China bad no ex 



























atin the three 
ith, some aspects: 
were emphasised | 


even more militantly by Deng and oth 
Chinese leaders. The acme -of this policy 
was Deng's call for an international united 






pansionism." Peking was quick to 
lispleasure over any Western 


-ported Washington's high military pre- 


These shifts become comprehensible if^ 








"influence in fact. 


front against. Soviet “hegemonism and ex- 





wards. relaxation of tensions. with Mos- 
cow..In the late 1970s it vigorously súp- 





















sence around the world: in“ Western 
Europe, the Pacific, South and:Southeast 
Asia and the Indian Ocean. 

The shift in China's foreign policy is re- 
flected in the virtual abandonment of the 
call for a united front. The first to go was 
social imperialism — a catch phrase used 
to denounce Moscow ~~ followed by a 
quiet dropping of references to strategic 
parallelism in Chinese and US foreign 
policies. ie renewed stress on 
the theme of two superpower hegemonies 
and their compulsive competition as a 
threat to world peace. 

Peking still remains bitter about many 
of Moscow's policies. The Chinese have 
not forgotten or forgiven the Soviet with- 
drawal of aid and technicians in 1960 
which. created a serious void. in. their 
economic development: But some of this 
bitterness has softened now while new dis- 











Prof. V. Р. Dutt of Delhi University's De- 
partment of Chinese and Japanese 
Studies was a nominated member of 
the upper house of parliament in 1971- 
80 and pro-vice-chancellor of Delhi Uni- 
versity in 1971-74. He visited China re- 


cently with a delegation of the Indian 


Council of Social Science Research. 





appointments with Washington. are. to 
some extent discernible. Peking is now 
distancing itself | somewhat from 
Washington. A tentative, slight with- 
drawal from the embrace of the US апа 
hesitant offer of a hand tothe Soviet 
Union — that is how one can sum up the 
new thrust. It is. imperative to qualify 
these statements. with "somewhat" and 
“to some extent" for nothing dramatic is 
likely to happen. But more ambivalent re- 
lationships сап be expected, conferring 


greater leverage upon the Chinese. 


hina has many problems with the 
Soviets: territorial issues, the massive 
Soviet military presence on Chinese fron- 
tiers and the Soviet presence in Afghanis- 


tan. But undoubtedly the most serious - 


problem between China and the Soviet 


"Union is the question of Vietnam. The 
"Other issues are not-half so contentious. 


China regards Vietnam as being within its 
Own inner zone of security, its sphere of 


The Soviet- Vietnamese combination is 
+= so far at least — intolerable to Peking. 
is Vietnam's dominance of the Indo- 
China region. Vietnamas.equally fiercely. 


| nationalistic, unwilling to a 


overlordship and determined to ke 








all other influences from Indochina, Both 

appear to continue their historical battles. 
It is extremely difficult. for Moscow to 
change substantially its Vietnam policy in 
order to placate the Chinese. That is 
where the problem lies; 

Nevertheless, a less abrasive relation- 
ship with the Sov very much on the 
cards. Both sides recognise. the advan- 
tages of more normal ties and the flexibil- 
ity that this would confer on their foreign 
policies. There is a striking similarity be- 
tween the Chinese political and economic 
infrastructure" and that: of (е: Soviet 
Union and East European countries and ^ 
one's dominant impression after a visit to 
‘China is that the country is reverting to the 
traditional’ pattern of communist states 
and again going the Soviet way in internal 
political and economic organisation, with, 
of course, certain important modifications 
to suit the conditions of China. 

With the US; the euphoric period ‘is 
over. Distance had earlier lent enchant- 
ment which has since been replaced by 
some: disillusionment as both sides were 
expecting too much from each other. The 
strategic China card played by the US in 
the late 1970s has proved inadequate. 
China was not willing to play the US game 
against the Soviets just as Washington was 
not going to oblige Peking all the way. Al- 
though Peking's economic links with the 
West and Japan have burgeoned, snags re- 
main in its dealings with these affluent na- 
tions. The Chinese have found from ex- 
perience, as I have heard them say: “The 
richer, the meaner.” They have a much 
shrewder idea now that the West was try- 
ing to take advantage of their economic 
needs and the conflict with Moscow. 

The issue of Taiwan remains, among 
other factors, the chief hurdle in Sino-US 
relations. Taiwan, interestingly, puts con- 
tradictory constraints on both sides — ag- 
gravating relations as well as restricting 
the hostile reaction, Mao and Zhou Enlai 
had perhaps come to believe that with the 
opening to the US they had found a solu- 
tion to the problem of Taiwan. Peking has 
since discovered, much to its chagrin, that 
it is nowhere near the resolution of the 
issue. The Chinese now suspect that the 
US is deliberately not helping and is still 
playing the two-China game. 

Taiwan cannot be overlooked as an in: 
ternal factor either. Like many other pro- 
blems and policies, it, too, gets entangled 
in the factional. struggle in Peking. Any 
apparent softening by Deng of the 
Chinese stance on Taiwan clearly provides 





















| grist to the mill of his opponents, obliging 


him to maintain a tough posture on the 









| issue. No Chinese leader can adopt less 
"than ап uncompromising. stand on. the 


question of sovereignty ver Taiwar withe’. 



























- go, but needs son 

to silence his criti 
The case of Geng Biao, the former de- 
fence minister, _ 
he was involved: 
struggle in Chin 
realm of possi 
otio dia to. doy 


positive. to show 





pix factional 


been sacrificed 
in China “to sac 
save the queen’ 


Yiee either. Ap: 
important factors, t simply no other 
way except through dialogue with the US 
гхо get Taiwan back. Taiwan also rémains 
the biggest lever in the hands of the US in 





dealing with China. Washington cannot . 
. throw it away, for it knows just as well | 
that if the Taiwan problem were out of 


Peking's way China could very well set 
` upon another track in foreigi wan At 
+ the: same, time, еа, ania 
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would not like to push China to the wall. 
That could be counter-productive. Peking 
is too valuable a counter-force against 
Moscow to be lightly squandered, 

It is within these limitations that the 
game will be played. China needs modern 


technology from abroad which in turn 


calls for a more balanced and less volatile 
foreign policy. But the new thrust of 
Chinese foreign policy could very well be 
reflected in once again moving closer to 
the Third World, albeit in а new context. 
The stress on the Third World has, of 
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e The Bank successfully launched. two FRCD issues in London and Hong Kong for 
amounts totalling US$45 million. 


* Trade finance and commercial contract support facilities of mainly Asian origin reached a 
desired level of 60 %'of the risk asset portfolio. 


a с5а. all 4] 
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vid Jenkins 
ipei: In asection of the library of the In- 
titute of International Relations on the 
utskirts of Taipei there is a room which 
ontains almost every major newspaper 
and periodical published by China, a trea- 
re trove of research materials in a place 
ere the mere possession of a communist 
act could result in a stiff jail sentence. 
What jars the senses, however, is not so 
much the existence of such a library —the 
uomintang (KMT) on Taiwan prides it- 
self on its knowledge of mainland affairs, 
ind selected scholars are given the free- 
jom to delve through: communist publica- 
ions — but the sign above the library 
or. In keeping with the fiction of KMT 
overeignty over all China, it refers to the 
publications of the world's most populous 
“nation as "materials on the situation of the 
andits." 
While Taiwan. has made major. ad- 
ances on the economic and social front 
odest advances on the political 


n time. А visitor to Taipei enters 
UE Ne -the- -Looking-Glass 
id in which the civil war is still very 
h in play. The residue of distrust aris- 
of that conflict continues to dog all 
at reunification. 
For three decades after their victory 
er the KMT in 1949, the communists 
lied .consistently for the liberation of 
iwan, linking the call with harsh invec- 
е against the late president Chiang Kai- 
hek and, later, his son and successor, 
ang Ching-kuo. However, with the es- 
lishment of diplomatic relations with 
he United States in 1979, Peking launched 
ajor drive for negotiations with KMT 
eaders and for a return of Taiwan to “the 
mbrace of the motherland at an early 
te.” 
Although it refused to rule out the use 
force if the KMT proved obstinate, Pe- 
ing abandoned its calls for the liberation 
Taiwan and called instead for a process 
reunification, saying that it would “take 
present realities into account . . . and re- 
ect the status quo. on Taiwan." 
is new approach, which found its ear- 
st expression in Peking’s 1979 New 
ear's Day message to Taiwan compat- 
ots, was replete with assuránces that 
ina. would not “cause the people of 
l'aiwan any loss” nor “change the society 



























тсе.” Instead, Peking would allow - 


l'aiwan to “maintain its present economic 






this time about Taiwan's political status 
after its return їо the fold. Criticism of 
Taiwan's leaders fell away and calls were 
made for the establishment of postal, air,, 
Red Cross and trade relations. ^ 






an 





and social systems. after its return to j 
China." Significantly, nothing was said at | 





Ї leaders view Peking’ $ alters on reunification > 
as little more than bait on an, angler’ s hook І 


These overtures amounted, in i tlie view: 


of some analysts, to a now-or-never at- 
tempt to resolve the long-standing differ- 
ences with the mainland-born leaders of 
Taiwan, Peking's.fear being that a new 
generation born. on Taiwan would be 
more inclined to settle into some sort of de 
facto independence for Taiwan. As a re- 
sult, Peking is in the odd position of put- 
ting its main hopes.in its long-standing 
enemies іп the КМТ. 

Peking, analysts note, has a nagging 
worry about who or what may emerge 
after Chiang, a concern which has been 
openly alluded to, In an interview with 
Tokyo's Sankei Shimbun early last year, 
Liao Chengzhi, the top Chinese official 
concerned with Overseas Chinese affairs, 
said: "We want to settle while Chiang 
Ching-kuo is alive. Some are concerned 





the ways of co у, “having 
twice allowed their ideological foes into 
their fold and having twice lived to regret 
it. 

The first such occasion was in the 1920s 
when the KMT agreed to admit com- 
munists into the párty as individual mem- 
bers. That effort came unstuck in 1927 
when the KMT was obliged to “expel” the 
communists * ‘in order to save the national 
revolution," the party's rather euphemis- 


tic way of describing the ruthless purge of 


leftwingers that was.carried out in that 
year. Talks were held againan the 1930s as 
part of an effort to forge a. united front 
against the invading Japanese. However, 
as the KMT likes to tellit, the communists 
promised to fight the Japanese but never 
did; ай they did, was husband their re- 
sources for an eventual showdown with 
the KMT. 

According to Taipei, the nine-point 
proposal is no more than yet another com- 
munist ploy to undermine the KMT, “This 
is absolutely a propaganda gimmick,” 
Chiang told the REview. “They could 
make a number of gestures but the aim is 


Ye; Sun: a new proposal and a show of flexibility. 








about his health . . . I want Chiang to live 
to 100 years of age." None of, China's 
overtures has elicited a favourable re- 
sponse, however, so Peking has found it 
necessary from time to time to warn that it 
may have to resort to means other than 
peaceful. 

he latest reunification proposal came in 

September 1981 when Ye Ji ianying, the 
chairman of the standing committee of 


China's National People's Congress, put” 


forward Peking's nine-point proposal for a 
settlement of the outstanding issues con- 
fronting China and Taiwan. These pro- 
vided, among other things, for talks be- 
tween the Chinese Communist Party and 
the KMT, the exchange of mail and trade, 


visits by relatives, autonomy for Taiwan, 
guarantees that Taiwan could retain.its 


armed forces and its social and economic 
system, and assurances that private pro- 


| perty would: still be permitted. The prosa 
posal cut no ice in Taipei. Indeed, the no- ` 


cording: to. 









the same — they want to annex us." The 
nine-point. proposal, Chiang ‘said, could 
be said. to be a trap. "Once we get into it, 
we will not be able to get out. The nine 
points are like the bait that àn angler uses 
to catch à fish." 

At the senior levels of government in 
Taipei, unhappy memories of past en- 
counters with the communists are never 
far from the surface. “I have known com- 
inunism for a very long time," said 
Chiang, “and I know. for a fact that they 
have their United Front tactics which they 
use if they don't have. the force to solve.a 
problem." 

Minister of Defence Soong Chang-chih 
expresses a similar sentiment. "We never 
trust the communists because of our past 
experience," he said. “We have had 
many, many bitter experiences with them 

. What they call pac reunification is 
United Front warfare . . . against us." Ac- 

u 


culated effort of an aggressor to get his 

im in his sights so he can pull the trigger.” 
The nine-point proposal, it is said, is no 
more than a device adopted by people 
who have never swerved from their basic 
goal. “If, having been cheated twice, you 
allow yourself to be cheated a third time 
you are stupid," said government spokes- 

man James Soong. “We may be very stub- 
born but we're not stupid." 

When Peking promises autonomy, 
Taiwan points to the fate of Tibet, which 
was also offered autonomy. When Peking 
promises Taiwan people freedom of move- 
ment and freedom of trade after reunifica- 
tion, Taiwan asks that the people of the 
mainland be given those freedoms first. In 
short, Taiwan's rulers have no trust in com- 
munist promises and no inclination to 
trade Taiwan's present way of life for what 
they see as a drab and vastly inferior life 
under communism. . 

*Many of our young people who have 
heard of the [nine-point] proposal say, 
“Why not have peace talks’,” KMT Secret- 
ary-General Tsiang Yien-si told the 
REVIEW. “But the communists have con- 
ditions. They say we must take down our 
flag and stop using the words Republic of 
China. These are two preconditions; it 
amounts to surrender." Taipei, however, 
has some preconditions of its own. Only 
when Peking gives up Marxism-Leninism, 
it says, can there ever be discussions. Even 
if the aging mainland-born KMT leaders 

: were prepared to bury their differences 
with the communists — ап unlikely 
enough eventuality as things stand — 
there is little prospect that most ordinary 
people on Taiwan would support such a 
move. 

Despite all this, there have been recent 
signs that Taiwan might be prepared to 
modiy its previously inflexible line on 
re ation, a development that is being 
closely watched by diplomatic observers. 
At a reception in Taipei on June 10, 1982, 
Prime Minister Sun Yun-suan repeated a 
number of the standard objections to the 
nine-point proposal but spoke about even- 
tual reunification in a tone which a 
number of analysts described as reason- 
able and flexible. "If the political, 
economic, social and cultural gaps. be- 
tween the Chinese mainland and free 
China continue to narrow," Sun said, "the 
conditions for peaceful reunification can 
gradually mature. The obstacles to 
reunification will be reduced naturally 
with the passage of time.” 

Sun, it was noted, did not say that 
Taiwan would never negotiate. Instead he 
said that Taipei would negotiate only from 
a position of strength. And though he still 
demanded that the Chinese leaders aban- 
don communism, he did so in an oblique 
and low-key manner, calling on Peking to 
give up its "four fundamental principles," 
one of which stresses the need always to 
retain communist party leadership. 

Sun's speech, drafted by a prominent 
member of the Prime Minister's Depart- 
ment, is said to have been cleared by a 
senior official in the Ministry of Foreign 

irs, by the secretary-general of the 
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Chinese ultimatum to the British Gov- 

ernment to hand over Hongkong? A 
Chinese plan to march into the colony? 
A Chinese spy in the British Govern- 
ment? It is unlikely that Peking will raise 
scenarios as doom-laden as these in the 
talks with the British over the future of 
Hongkong. But if they did, Secretary of 
State at the Foreign and Commonwealth 
Office Douglas Hurd would be ready, 
because he himself made them the basis 
of the best-seller thriller he wrote in 1969 
(when he was 39) with fellow-writer An- 
drew Osmond: The Smile on the Face of 
the Tiger. 

A former Eton school captain and pre- 
sident of the Cambridge Union, Hurd 
worked with the Conservative Party's 
foreign-affairs research sectién, was 
third secretary at the British Embassy in 
Peking in 1954-56 and became secretary 
to Edward Heath when he was leader of 
the opposition and later prime minister. 
He also went back to China with Heath 
in 1974 and with Prime Minister Mar- 
garet Thatcher in 1977 when she was 
leader of the opposition. His 10 previous 
thrillers include one about a coup in Bri- 
tain over Rhodesia (Send Him Victori- 
ous), plus Scotch on the 
Rocks, which was made 
into a TV series which so 
infuriated some Scottish 
nationalists that the BBC 
agreed to destroy the film. 

In a recent interview 
with Old China Hand 
Derek Round, who is now 
chief of the New Zealand 
Press Association in Lon- 
don, there was а smile on 
the face of Hurd when he 
reckoned that the Chinese 
would recognise that The 
Smile on the Face of the 
Tiger was fiction. “1 don't 
think my old book will turn out to be 
prophetic,” he said. “I don't think Mrs 
Thatcher has read it. But she read The 
Arrow War, the book I wrote about the 
second war we had with China in the last 
century, and from time to time she quotes 
from it." (The Arrow War is a serious 
historical work on the Anglo-Chinese 
war of 1856-60 and includes an account of 
the burning of the Summer Palace in Pe- 
king by the Earl of Elgin as a reprisal 
for the murder of foreign-devil prison- 


ers.) 

Hurd told Round, as he skimmed, grin- 
ning, through the pages of his Tiger 
book, that there were "whole passages 
which I can't remember whether I or An- 
drew Osmond [one of the founders of 
the British satirical magazine Private 
Eye] wrote." He admitted, however, 
that Laurence Pershing, the cunning 
Foreign Office minister, was his own cre- 
ation — though he didn't suggest that he 


Thatcher: a fictional lesson’ 
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was modelling his policy and methods on 
Pershing's. Did he then picture himself 
as a future minister at the Foreign Of- 
fice? “No. But I was in the foreign’ ser- 
vice when I started writing and I knew 
that I was thinking of switching into poli- 
tics. But I was thinking then.” 

My paper, The , once described 
Hurd as *a man who combined adminis- 
trative brilliance with the discretion of a 
Trappist monk." However, he married 
his own secretary last year after he and 
his first wife divorced. (She explained; 
*Politics don't mix with marriage.") In a 
characteristic aside, Round records that 
he discreetly refrained from queries 
about the fictional ministers’ secretaries | 
who succumbed to dissolute journalists 
in his books. 

Despite Foreign Office pressures, 
Hurd is not going to stop writing. He has | 
ended his partnership with Osmond but 
has recruited as new co-author his pri- 
vate secretary Stephen port, a 30- 
year-old who, like Hurd, is a Cambridge 


history graduate who has already served fi 


with the Foreign Office for eight years. 
Hurd stressed to Round the advantages 
of working in partnership on a novel: “If | - 

you are doing it not as 


your main work but asaf - 
hobby, you need some- f 
body to keep уои ир (о ће} 


mark. It's.very easy to fall 
behind. Гуе done it both 
ways. It's a help to have 
somebody make sure you 
keep going and comment 
on what you've done." 
(Similar to working in the 
Foreign Office?) 

Hurd's last book with 
Osmond — which has just 
hit the London bookstalls 
— is War Without Fron- 
tiers, a terrorist thriller 
which, however, is based in Europe and 
not the Far East. "There's а lot of stuff 
about the European car industry and à 
plan for saving it," he said. "There's also 
alot of stuff about terrorism, a good deal 
about Brussels and some about Britain 
and Italy. Andrew did a lot of research 
on the background of terrorists. So when 
there was a scene about the EEC I 
tended to do it and when there was 
one mainly about terrorists he did 
it." 


‘He then brooded over the possibility x 


that someone might really kidnap an 
EEC commissioner: “I wouldn't say that 
I have had sleepless nights, but some- 
times Гуе had shaky moments. Fortu- 
nately my written fears have not yet been 
realised.” One can only speculate whe- 
ther Hurd (now 52) will keep on writing 
when he retires from the Foreign Office. 
Let us hope: The Smile on the Face of 
Hongkong. 









Ces seem 
carefully: indeed and been 
y the tone and tenor of 
ent; According to a number of 
Taipei, the powerful political 
arfare department of the Ministry of De- 
nce felt that it would have difficulty exp- 

ing the new soft line to the troops; talk 
closing gap between the two adminis- 
rations, it Was said, would be harmful to 
orale. Sun, on having this case put to 
m, is said to have recognised thé need 
for the government to clarify what had 
been said. 






























he government did not issue a clarifica- 
tion in so many words. But when James 
Soong was questioned about the speech by 
reporters he took the opportunity to ‘ex- 
plain just what the prime ministér had 
meant to say and what had prompted the 
new approach. "When.I was asked if ihe 
prime minister's June 10 speech indicated 
a departure in policy, I said no,” Soong 
told the REVIEW; "In the speech he trieda 
different approach: and: іл: га. sense 
explained theyreasons why we cannot 
[negotiate] . . г he said there is stilla gap." 

he basic aim of Sun’s speech, Т aipei 
y5, was to counter the propaganda gains 
hich Peking had reaped аз a result of the 














Ше. Taiwan was increasingly 
born and intractable., сы | 
Sun, whose speech was delivered before” 
gathering of foreign scholars, had 
hed to make the point that Taiwan was 
| flexible. This-explanation, if ac- 
ed, implies a certain amount:of cy 
sm on the part of the Taiwan Govern- 
nt; Peking was. merely playing to the 
nerican gallery so Taiwan would do so. 
» There may, of course, have been 
lore.to the speech than this.’ Certain 
unger members of the government are 
ought to take a less rigid approach. to 
nification, and the drafters of the 
ech may have tried to move towards a 
lore flexible posture.. However, if that 
vere the intention it seems to-have come 













According to an old Chinese proverb, 
зеге can be no two suns under. heaveti апа 








At is a 


lready . separate, id Wei. Yung; а. 
enior official in the Prime Minist 

artment, "but we preserve the possibility: 
f reunification. This is a question of over- 
apping claims of jurisdiction but.actual 
there are two jurisdictions.” da 
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_ latter date suggests that he may have spent 





' moving. and easy-going, because of the 





| and one of six-southern party leaders who 















Vo Van Kiet's 


By Paul Quinn-Judge 
Bangkok: “If you don't have enough food 
you can't work," is-how Vo Van Kiet, 
Vietgam's: chief planner and. one of its 
піпе vice-premiers, summed up the think- 
ing behind the country's presént develop- 
ment policies. For the moment, the flexi- 
ble, basic-needs approach seems to. be 
working (page 64). And while it is impos- 
sible to attribute certain policies in Viet- 
nam to specific individuals because of the 
country’s collective leadership, Kiet 
seems to epitomise to many Vietnamese 
the far-reaching changes in'economic¢ po- 
licy introduced in late 1979. As chairman 
of the State Planning Commission; Kiet 
will certainly Бе ће responsible for any 
failures of policy; ; ati o 

Details of Kiet's early: background, like 
those óf most Vietnamese leaders, are 


sketchy. The few available suggest thathe |. 
ds energetic and гас times unusually 


independent-minded, ‘Kiet was probably 


born in the Mekong Delta province of Can | 


Tho in southern Vietnam in 1922. Little is. 


| known about his family, but his reportedly 





French suggests that they 
well-off or at least took pains to give him a 
lucation. His revolutionary ac- 
begun in’ 1940 
when he took part in an abortive general 


| uprising in Saigon (Ho Chi Minh City). 


 Kiet's whole career seems to have been 
spent in political work. One official bio- 
graphy says that Kiet was active in south- 
western Vietnam from 1945 to 1954. The 


time i 
ment o | 
along the 17th parallel after the French де: 
feat. If so, he did not; stay long. He was 
probably one of the 10 secret members of 
the party's central committee elected in 
1960 — their names. were not divulged be- 
cause they were working in the south. 
People of the Mekong Delta are por- 
trayed by their compatriots as either slow- 


the north after the Geneva Agree- 





gentle climate and. fertile, land of the 
south, or as'independent and slightly un- 
ruly descendants of the tough-minded 
settlers who started to open up the área 
in the 17th century. Kiet seems to fit the 
second description best: WA UR 
By 1973 Kiet was one of the highest- 
ranking party officials inthe’ south; a 
tember of the central standing committee 
of the central office for South Vietnam 







attended. the important and- enlarged 
politburo meeting in Hanoi in April 1973 









“to discuss the prosecution of the war after. | 


the signing of the Paris agreement, In- 


tion, not political negotiation, was the way 










that year, which divided Vietnam. | 





ев pragmatic approach to solving the country's 
‘economic ills seems tobe working —. 





tense discussions were said to have re- | the 
' sulted.in the conclusion that military ас- | flu 





to finish the war — a decision which the 
southern delegates to the politburo meet- 
ing were said to have vigorously sup- 
ported. 

During the final communist attack on 
Saigon in April 1975, Kiet was named 
party secretary for the Saigon area with 


| special responsibility for organising an'up- 


rising in the city, and he stayed on in the 
city at the end of the war. Kiet was initially 
chairman of the “Но Chi Minh» City 
people's committee — the mayor, basi- 
cally — and deputy to the new рану chief 
for the south, Nguyen Van Linh: At the 
fourth party congress in December 1976, 
Linh was elected to the politburo and sev- | 
eral months later was called north to take 
charge of trade unions. Kiet, who was 
made an alternate’ member of the: polit» 
buro at the congress, then began a four- 
year stint as Но Chi Minh City’s party 
Chief. > 

- Kiet has sometimes been described as a 
political moderate. French historian 
Georges Boudarel, who himself fought on 
the side of ‘the Vietnamese revolution- 
aries, suggests that Kiet was one of a small 
group of leaders who had favoured lenient 
class policies:and had hoped for Western 


| aid at the end of thé war. Kiet's appoint- 


ment as party chief in Ho Chi Minh City, 
however, coincided with the hardening of 
class policies. An editorial in Vietnam's 
communist party daily, Nhan Dan, їп 
April 1978 perhaps referred to Kiet and 
his small group of colleagues when it re- 
marked that those who once thought they 
could use the positive aspects of capitalism 
had had ‘enough time to "be convinced 
[otherwise] by experience." The editorial 
marked a massive drive at that time to 
abolish capitalism in the south. Kiet; ton- 
vinced or not, presided over the campaign 
in Ho Chi Minh City, the centre of Viet- 
namese capitalism. The campaign was vig- 
orous and extensive — the official media 
said at the time that 50,000 activists were 
involved in it — but ultimately it was un- 
successful. i "e 





; К own views on the campaign are 


not known, but soon afterwards; ac- 


| cording to French communist sources; he 


began to enlist the help of Western- 
trained economists who had served the old 
regime. Among them was a former prime 
minister of the south who had trained and 
taught at Harvard University in the Unit- 
ed States and later had worked for the In- 
ternational Monetary Fund: Another was 
Duong Kich Nhuong, a former commerce 
minister. It is widely believed in Vietnam 
| ic en like these in- 













1979, which marked a return to flexible, 
more gradual economic and social change. 
Flexibility in Vietnam was born of ad- 
versity: in 1979 the country was in what Le 
Duc Tho, politburo member in charge of 
party organisation, later called a state of 
emergency, with plummeting production, 
crop failures due to disastrous weather 
during the previous two years, cessation of 
Chinese aid and Vietnam's invasion of 
Cambodia, which further strained re- 
sources. The "fast, strong and firm" deve- 
lopment towards socialism called for in 
1976 by then National Assembly chairman 
Truong Chinh, (now State Council chair- 
man), was replaced by cash incentives for 
workers and peasants, greater initiative to 
local authorities, and а slow-down in ag- 
ricultural collectivisation in the south. 

Particularly important — and also con- 
troversial — was the re-introduction of the 
so-called contract. system of agricultural 
production, a system that had been 
tried in the north during the 1950s 
but abandoned as “rightist.” Under i 
the system peasants negotiate with a $ 
cooperative, either individually or 
in groups, to produce a certain 
amount of a given crop from a speci- 
fic parcel of land. Barring natural 
disasters or a failure of the govern- 
ment to provide agreed amounts of 
supplies such as fertiliser or insec- 
ticide, the peasants are expected to 
sell the contracted amount of crop 
to the government at the end of the 
season. If they fall short, they have 
to make up the deficit from the next 
year’s harvest. If they produce a 
surplus, they are free to dispose of it 
as they wish — that is sell it at a 
higher price to the state, barter it for 
consumer goods, or sell it on the 
still-present open market. 

The sixth plenum was, however, 
followed by a long and bitter de- 
bate. The party in Ho Chi Minh City 
not surprisingly, hailed revised 
ideas as “medicine for an economy 

. whose component parts have 
either died or ceased to develop.” 
One politburo member on the other 
hand is reported to have encour- 
aged the party committee of his 
home province not to implement 
the reforms. Opponents of the con- 
tract system attacked it as a roll- 
back of socialism, a return to “a pri- 
vate-production mentality” and the 
downgrading in importance of party 
building. 

Opposition certainly delayed the 
implementation of the contract system. 
Although the sixth plenum met late in 
1979, the main government decree on the 
subject was not published until January 
1981, and it was not until late in 1981 that 
the system was in operation throughout 
the country. Even then the reforms were 
among the main issues that held up the 
fifth party congress and they were still 
sharply debated when the congress finally 
met in March 1982. 

Several months before the congress, 
Kiet quietly relinquished his position in 
Ho Chi Minh City and went north “to help 
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prepare for the congress," officials said. 
Rumours that Kiet would be made a vice- 
premier and put in charge of the State 
Planning Commission were greeted with 
satisfaction by some of Kiet's supporters 
and with trepidation by others who noted 
that the country's top planners tended to 
come to the end of their careers prema- 
turely and in failure. The predictions 
about Kiet's new jobs proved correct and 
at the party congress he was elected a full 
member of the politburo. His old boss, 
Linh, was dropped and returned to Ho 
Chi Minh City to take over again as party 
chief. 


s party chief in Ho Chi Minh City, Kiet 
had the reputation of being a grass- 
roots leader. He ordered, for example, 
studies of some of the more-successful 
sub-districts of Ho Chi Minh City to 
analyse their approaches in solving pro- 





Kiet: Tho; peasants returning from the fields: 
widespread enthusiasm for contracts. 


blems that plagued the city. He reportedly 
has taken the same approach as vice-pre- 
mier, travelling widely throughout the 
country to obtain a first-hand impression 
of conditions. 

Criticism of the contract system in 
agriculture has slowly dwindled as produc- 
tion figures — particularly those describ- 
ing last year's record grain crop — proved 
the system's worth. At the end in mid- 
1982 a member of the party secretariat, 
Hoang Tung, said in an interview that by 
then 70% of all agricultural production 
quota had been exceeded; some by small 


amounts, others by up to 40-50%. Only 
10% of contracts had ended in a deficit. 

And in September last year Tho gave a 
lengthy account on the official Hanoi 
Radio of his travels in two northern pro- 
vinces, reported widespread enthusiasm 
for contracts, and recommended that the 
system should be “expanded without hesi- 
tation because of its obvious stronge 
points." The system, Tho predicted, 
would be "applied for a long time." De- 
spite such high-level support for contracts, 
other leaders are said to retain a “mental 
commitment" to more orthodox ideologi- 
cal measures. Kiet seemed to be trying to 
reassure the orthodox in a report to the 
National Assembly last December when 
he carefully pointed out the ideological 
benefits of the contract system. 

Critics of the policies view the contracts 
as obstacles in the path of building 
socialism. Kiet claims the policies assist 
the process of change. Production, 
s management and living conditions 
among production teams — the 
basic level of collectivisation — 
created since the introduction of the 
new policies have, Kiet asserts, “de- 
veloped faster than in earlier units,” 
The critics also expressed the fear 
that much of the increased produc- 
tion stimulated by the reforms 
would escape government control 
and would in fact strengthen the 
hand of the private sector, which 
still controls a substantial part of the 
south's economy. Kiet, though, 
stresses that the policies have in- 
creased the government's procure- 
ment of food and other basic com- 
modities. 

Other policies. identified with 
Kiet are still viewed with suspicion. 
Some major cities, including Ho 
Chi Minh City and Cantho, have 
been allowed to set up their own 
trading companies. The policy is said 
to have been the brainchild of one 
of Kiet's advisers. Ho Chi Minh 
City traded goods worth US$100 
million in 1981, one official said, 
and trade value was expected to 
reach US$350 million in 1982. The 
policy is, however, a paradox: a 
quarter of the city's 1981 trade con- 
sisted of goods sold to Ho Chi Minh 
City residents who had hard cur- 
rency to pay for them. On the one 
hand, then, the authorities were 
soaking up dollars that would other- 
wise have disappeared into the 
black market, but on the other hand 
they were supplying goods which would 
end up in black-market stalls. 

Anomalies like these were almost cer- 
tainly among the key issues discussed at 
the unprecedented meeting of the polit- 
buro held in Ho Chi Minh City last Sep- 
tember. Although Kiet is sometimes por- 
trayed as the polar opposite of the тоге. 
senior Chinh, those who have had contact. 
with him say the difference is one of ет» 
phasis rather than ideology. "He's com- 
mitted to socialism, of course, but he's not 
in such a hurry as some of the older lead- 
ers," said one observer. [Г] 
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The illiterate majority 
Children are back in school in Cambodia, but there 
is a dearth of teachers, books and even buildings 


By Linda Agerbak 
Phnom Penh: Despite Cambodia’s de- 
teriorating infrastructure and growing sec- 
urity problems, foreign aid workers give 
high marks to the Education Ministry for 
its efforts to re-establish the country's 
school system. The Heng Samrin govern- 
ment inherited a largely illiterate school- 
age population from the Pol Pot era, when 
schools were closed. 

The Khmer Rouge had a saying: “The 
degree of treason depends on the degrée 
of education." They turned schools into 
chicken runs or morgues, hounded the 

. well-educated to the border or the grave, 
and pressed children into forced-labour 
camps. In 1979 when the Heng Samrin 
government called for teachers to step for- 
ward and re-register, said Im Sothy, direc- 
tor of international relations at the Minis- 
try of Education, only 4,000 of the pre- 
viously registéred 40,000 teachers re- 
sponded. He said that some had died or 
had been killed, others had left the coun- 
try or taken up a safer calling. 

He himself had shaved his beard, put 
away his glasses and gone into hiding in a 
remote northeastern village, along with 28 
other teachers. By 1979 the others had all 
disappeared, while he was asked to join 
the ministry, now headed by his former 
headmaster. 

The prospect of re-establishing the 
country's educational system daunted 
the new regime, Sothy recalls. Child- 
ren under the age of 10 had never 
been to school; 14-year-olds had for- 
gotten how to read or write; those of 16 
had a vague recollection of schooling. 
By May 1979, however, 300,000 pupils 
had registered for review courses — 
but there were still no materials and 
virtually no schools, Nevertheless, four 
months later formal schooling opened, 
with 900,000, mostly primary, pupils 
facing huge difficulties. 

Today Sothy says, 1.5 million young 
people attend more than 4,000 schools 
scattered unevenly across the country. 
Teachers are of three kinds — those 
paid by the government, those volun- 
teering after regular working hours and 
those paid by the so-called krom 
samaki (mutual-assistance farm 
groups). Since the location of the 
schools corresponds more to local in- 
itiative than to population needs, the 
government plans to regroup the 
schools more rationally. 

A three-year adult literacy campaign 
was also launched by the ministry but, 
after two years, Sothy is the first to 
admit that they have achieved only a 
20% success rate. He notes that in 1969 
Prince Norodom Sihanouk was 
awarded a Unesco gold medal for 
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heading a successful literacy campaign, 
but maintains: “It wasn't true. We still had 
a lot of illiterates." He estimates that 
today Cambodia has a million illiterate 
adults out of a population of 6.5 million. 
Add the untaught young, and it seems 
probable that illiterates form a majo- 
rity. 

The country is still short of teachers; 
schools and materials; each teacher com- 
monly holds two sessions daily. There is. a 
big drive under way to train teachers in 19 
provincial centres, two centres in Phnom 
Penh and'the technical training institute. 
The re-building of schools is hampered by 
a shortage of materials. In the relatively 
well-off province of Kompong Cham, for 
example, Lay Sokha, head of the pro- 
vince's education committee, explained 
drily in French that the schools which have 
walls lack roofs and vice versa. School 
transport, water and electricity are also 
problems, he admitted, but despite it all, 
"nous marchons" — they are in opera- 
tion. 


T* committee's pride in a portable 
sawmill project — set up by the Minis- 
try of Education with help from. Austra- 
lian\Quakers — is a measure of how basic 
their needs are. On the workshop’s front 
veranda are stacks of newly made desks 
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Dancing class in Phnom Penh: hampered by shortages. 





and, at the orphanage down the road, a 
new school is nearly finished. Although 
two walls have yet to be added, some of 
the 100 children have already moved their 
beds into the school-house. The rest will 
follow when the school is finished, and 
then the orphanage's leaking roof can be 
mended. 

While provincial officials struggle to put 
a roof over their pupils’ heads, the 
bureaucrats їп Phnom Penh have been 
grappling with a syllabus inherited from 
the French. In the 1960s this system pro- 
duced many unemployable misfits, some 
of whom became political malcontents 
and hastened the downfall of Sihanouk 
and later, in 1975, the Lon Nol re- 
gime. 

The new government is determined to 
be more realistic. Apart from a medical 
faculty with about 700 students and 1,500 
tertiary students, the present Education 
Ministry is directing most of its resources 
into primary schooling. The 12-year sys- 
tem inherited from the Lon Nol regime 
has been shortened to 10, and greater em- 
phasis is put on practical subjects such as 
agriculture. From the third year of pri- 
mary school, children are supposed to 
take two sessions a week of wood- or 
metal-work. The political emphasis on the 
dignity of labour sometimes leads to odd 
results. This correspondent saw several 
schools where hundreds of children were 
directed to weed the premises at a given 
point on a timetable when there was 
clearly not enough work, let alone 
enough tools, for so many hands at one 
time. 

Sothy displays samples of the 120 titles 
edited by the ministry as school texts for 
primary and secondary school, but said 
that production is still at such a basic stage 

that the textbooks available go first to 
€ the teachers. The problem lies with a 

lack of printing facilities. Those few 
presses still functioning in Phnom Penh 
have to give priority to government 
propaganda, Sothy explains, so all 
educational printing is done in Viet- 

nam. The Khmer language employs a 

Sanskrit-derived alphabet incompati- 

ble with the Roman type of Vietnam- 

ese presses. So the ministry has a work- 
shop of scribes who write the master 
texts by hand. These are then sent to 

Ho Chi Minh City for printing and then 

the copies are carried back to Phnom 

Penh by truck. 

Sothy admits that they have no his- 
tory texts yet, but a committee is in the 
process of defining the official point of 
view — which must serve the political 
aim of the government. He produced 
the text for moral and political educa- 
tion. Apart from one violent drawing 
of Khmer Rouge guards clubbing 
emaciated people into graves, the slim 
paperback contains peaceful tradi- 
tional scenes of children bowing to par- 
ents and teachers, giving food to 
monks, helping with chores, working 
hard at school and cleaning up at 
home. Hardly remarkable — except to 
children formerly taught to despise 
parents, religion and schools. 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far Fast- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
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tional Research Associates. 
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o cause some economic competition 
isthe ssupligation of, facilities í ina ^ 


flag cross traders — there [ie been a move towards 
ng up th ғаюр ng fleets in the region. Malaysia, 
pore, Ho g, China and Taiwan have all added. 
аре amounts of liner tonnage, particularly го-го (roll- 
on roll-off) ships, containerships and semi-containerships. 
However, maritime expansion has not been confined to building 
bigger fleets. Virtually every nation along the East Asia shipping 
routes has a building programme designed to add more port 
capacity or shipbuilding and ship-repair facilities to those that. 
already. exist. Most of these additions are designed to secure 
economic independence for the likes of Thailand, Malaysia, 
Indonesia and Guangdong province іп southern China from 
Singapore and Hon gkong, the two major maritime centres 
ating the routes. 
ingapore, in maritime terms, is really seven separate bu 
related cities. It is the region's largest shipbuil 
s, largest oil port and refining centre. 


r.féeder port for the region, financial. ce 
fo 


George Lauriat wrote Asia's - 
Waterways, Bulkers, Tankers, 
Liner Shipping and Shipbuilding 
in Japan; Roger Schreffler 
contributed Transpacific, 
1 " Shipbuilding in the US and US. 
'ranspacific | ; 
Shipbuilding: US Cargoes; Brian Robins wrote 
| Shipbuilding: Japan | ? 
sw ng iid Campbell on Cruises and 


Christopher Wood made a 
study of The Hongkong 
Fleet. 


-USCargoes - 
- Australia 
-The Hongkong Fleet 
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equal: 

cargo moving н the port. it has 
pend 531.5 billion (USS 
two more. The port expects that. ad 


s by 1992, whi 
ainerised cargo or ¢ 


of 130,000 teus per year but expects this to increase to 


i y 
,teus by 1985. Penang, which handles 55,000 teus annua 


ontainer facilities andi is ай M$350 


an interesting exercise 
g that Singapore. with t 


“Indonesia | is also expanding its 
Tanjung Priok has only one container wharf and is currently 
handling around 97,000 teus which are expected to increas 
120,000. Indonesia has attempted to boost throughput of thi 
port, which currently handles 5.5 million tonnes of cargo, by 
legislating the use of Indonesian flag tonnage (the Indonesia 
Tug and Barge Law) and cargo reservation schemes (reserva 
of government cargoes for Indonesian flag vessels); and also 
the new policy of trying to avoid Singapore as a transit stop 
which is part of an overall effort to attract direct calls by shipping 
rather than relying on feeder services through Singapore. It is 
estimated that 40% ‘of Indonesia's US$4 billion in non-oil 
exports tranships in Singapore, costing 15-20% less than dir 


` calls. 


In many respects, Singapore's greatest competition 
from Hongkong and Taiwan. Hongkong’s maritime 
nearly as complex as Singapore's with financial, 
and container port sectors actually larg. 
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tremendous expansion in containerisation has just about 
squeezed the maximum number of teus possible out of Kwai 
Chung, which handles around 1.56 million teus per year, placing 
it third after New York and Rotterdam. The container port can 
expand south and fill in some existing areas but it is expected 
that it will handle 2.2 million teus by 1985 and potentially 3 
million by 1990. Hongkong’s trade is similar to (and in some 
cases over-laps) Singapore's. The colony provides feeder 
services that connect southern China, the Philippines, Taiwan 
and Thailand to the main shipping routes. However, the 
saturation of container facilities and changes in ports around 
Hongkong might very well change the colony's future role as a 
feeder port. 

Taiwan is perhaps the best candidate to take advantage of 
the lack of room for expansion in Hongkong (and to a lesser 
degree Singapore). The ports of Keelung, Taichung and 
Kaohsiung are not hemmed in and can expand: the latter pair 
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REVIEWMAP by Frank Tam 


are expected to handle around 2.45 million teus while both 
Hongkong and Singapore should level off at around 2 million 
teus. Container capacity is in excess of trade and Taiwan would 
like to develop the ports into major transhipment centres. 
Kaohsiung currently handles around 75 million tonnes of cargo 
per year of which nearly 50% is for transhipment. This 
percentage could increase to around 66% should Taiwan be 
able to wrest the transhipment trade (and shipping lines that 
provide the service) from Singapore and Hongkong. 

There are political and economic obstacles in the way of 
achieving that aim. Politically, the greatest advantage 
Hongkong enjoys is the China market. Although Hongkong 
will gradually lose some business to direct calls, because of 
China's port expansion programme emphasising the building 
of container facilities, it is unlikely that Taipei will secure this 
trade in the foreseeable future. For Hongkong, Canton’s entire 
11,000-teu throughput in 1981 were transhipment cargoes and 
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"Manil la is also: a transhipment plum whose own plans might 
throw a spanner into regional port planning: The port handles 
around 400,000 teus per year, approximately 255,000 teus of 
them international. The expansion of container traffic over the 
next few years will probably not be dramatic on the international 
side: with a rity of cargoes destined to and from the United 
es. is unlikely that any major upturn will occur. 
‘However, the handling of domestic containers could increase 
3 y — it nearly doubled during 1979-80 from 84,000 to 
'and with more small inter-island vessels equipped 
containers, there-could be a mini-boom in container 

















t least in the short term, Bangkok remains the prime ` 
recipient of transhipped container services. Klong Toey 
handles around 230,000 teus per year without any special 





containers áre slipped by feeder vessels from either Singapore 
or Hongkong as this river port is not deep enough to 
accommodate modern third-generation containerships. 
However, Thailand, like other Asean countries, is planning 
to build up its facilities including two ports on the east coast at, 






trades while the other will handle conventional cargoes. Both 
ports will be attached to nearby industrial estates and financing 
is to come from Japan. If all goes according to plait, the new 
ports should be on stream by 1990, 

Regional duplication of facilities is not confined to 
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oot for NN: 
small bulkers | 


: fter two blissful years of over-ordering, the dry bulk- ` 

А trades were smashed against the hard rocks of. 
economic recession. Time-charter freight rates for 20- 

34,999 dwt plunged from nearly US$11 per dwt per month iri 

198010 US$4 per dwt per month in 1982, while rates for | 

. Рапатах (50-69,999 dwt — the maximum permitted inthe 

< Panama Canal) tumbled from US$7.50 per dwt per month to 
US$1.75 dwt. The fallin.the bulk market was also reflected by 
an increase in laid-up tonnage. Inactive dry-bulk tonnage rose 

2 from 437 ships of 6.14 million dwt to 1,215 vessels of 2.4 million 

"edit, 57% of which were bulk carriers. Even more ominous was 

‚ the fact that, of 1:4 million dwt laid-ups, 32% was less than 10 

=. years old. 

» The drop in freight'rates was partly due to the deep economic 
recession in the industrialised West — which naturally resulted 
in fewer movements of raw materials — but the shipbuilding 
orderbook was as much to blame. The dry-bulk carrier fleet at 
the end of 1982 was approximately 4,500 ships of 164 million -` 





dwt. In 1981, 12 million dwt of newbuildings were added té the |. | 


fleet, most of that added tonnage being Panamax-size vessels. 
The current orderbook represents 18% of total dwt of the 
existing fleet with another 20 million dwt expected to be added 
© by the first quarter of 1984. This means that the bulk-carrier 
_ fleet could easily total 170-180 million dwt by early 1984 and it 
td to imagine an econgmic turnabout of sufficient 





(and expensive) gantry cranes and associated equipment. Most — 


Laem Chabang and Mab Ta Tud. The first will cater to container 
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en Taiwan and Singapore both of 
_| ¿shipbuilding capacity. Even Hongkon 
“Lo have excess capacity. г. 
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containerisation. The develop: 

support bases and shipbuilding facilities ; 
regularity, though not always with any guarantee of necessary. 
supporting business. Malaysia is building an oil portat Tanjan 
Berhala in Trengganu on the East C oast at а cost. of M$205 - 







1984 and eventually be able to, cater for 
crude carriers. The port is around 22 kms 
just recently built up to be the major East 
for tankers are similar to those currently 
and Singapore itself. Manila has attempt 



















It is indisputable that countries in the regio 
their port and maritime facilities. Howeve 
point and three or four major container pc 
major oil ports and shipbuilding an 
miles of each other might simply be too 
It is difficult to believe that within five: 
need container port facilities in excess of 
without some of those facilities being unde 
only because of restrictive cargo legislation 

The duplication of facilities also leads 
countries that isnot necessarily in the best 
or individual countries. It sets then on comm 
course from which neither party can 
magnitude of investment in ports ar 






































agricultural products — mostly grains ~ — coal and in 
raw materials such as ores and scrap metals. In 198 
agricultural sector performed reasonably wel 
and China accounting for around 50 million to 
grains. In fact, the movement of grain might have m e 
very good year, if other sectors had performed equal 
and the size of the fleet had not expanded so fast over 
three years. A great deal of the surge in bulk orders was th 
direct result of many shipowners (and their bankers) b f 
that there would be a significant increase in the movement о 
seaborne coal as an alternative to high- priced oil, 
With the oil glut and declining oil prices, the major increa: 
in coal movements failed to materialise. There was a defin: 
increase as а result of oil-price rises in 1978-79 but the. | 
momentum was not sustained and, with the fall in prices, ma 
coal projects were either cance lled or delayed as a result. 
In East Asia, demand for thermal coal did increase with | 
Japanese coal- fired plants and Hongkong's Lamma Isl 
Castle Peak facilities coming on stream but world 
oil was preferred to coal. It is also. difficult to imagin 
situation changing in the short term as many industri 
countries are currently overstocked and the Polish crisis 
prevented another 10 million tonnes from being place 
glutted coal market. | 
Should the industrialised West begin the р process of recove 
the bulk-carrier market would undoubtedly benefit but, 
looks at the moment, the benefit might be very selective 
heaviest concentration of orders straddies the line of ina 
sized handy vessels of 30-49,999 dwt and Panamax sizes which 
together account for 66% of the current orderbook. Рапат: 
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64,901 
43,174 
25,324 








тѕіп Е ire considering bui 
газ large as 400,000 dwt to carry long-haul bulk: — > 
odities with a similar economy of scale that a very large. 
€ carrier has. On the other end. of the scale, smaller vessels 
might recover faster than their larger brethren. At present 

рипа 40% of the smaller tonnage (under 40,000 dwt) is over. 
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Ithough prospects for a pick-up in the tanker market are 

. at first glance no better than those of the Titanic's 

orchestra answering calls for an encore, by the end of 
2S flicker of recovery was in the offing. Р 

The tanker fleet entered 1982 with around 320 million dwt 

greeted 1983 with approximately 303 million dwt. 

'appings accounted for about 20 million dwt in 1982, while 

itions to the fleet amounted to only about 5 million dwt and 

icantly there were no major tanker orders placed in the 

t quarter. 

. Charter rates continued to be depressed. Single voyage rates 

ога Gulf-to-Europe very large crude carrier (VLCC) — 

uming an owner could get a fixture — were bumping along 

the low-to-mid-20s Wsc (Worldscale) and even handy-sized: 

и ane tankers, operating on the generally more 





h early Wsc 300 in the good old days 


982 really hit independent tanker. 
de over 74% of independent tanker tonnage | 
ining off charter. In smaller tonnage sizes — 10-70,000 
~ it was particularly bad with nearly 90% of the fleet | 
mployed. | CN MAS О, 
The reason for the depression in tanker freight rates is a 
ination of simply too many tankers, reduced demand for 
rger oil production close to consuming nations — thus 
educing sea miles the cargo is carried — new pipelines and the 
onship between Opec and industrialised Western 
nsumers. These factors, which have existed more or less since 
973, were slightly embellished in 1982. 
The decline of Opec production, falling oil prices and splits 
side the cartel caused oil companies to de-stock to generate 
and to avoid losing money. If the situation had been one 
hich the companies anticipated an increase in price, they 
would have increased stocks iri the hope of making a windfall 
profit on stored oil, as they did in 1978. The trend became truly 
Xticeable in September 1982 when, for the first time in history, 
on-Opec producers with.an output of 22 million barrels a day 
/d) actually outproduced Opec, whose production has. 
agnated at around 18.2 million b/d. | 
etermining the actual balance between supply and demand 
the tanker market is difficult. It is estimated that there is 
rently around 75 million dwt of tanker tonnage laid up or 
ut of service as compared with 48 million dwt in 1981. This 










-steaming at 10-1 
knots which in itself represents a 
c: Surplus. : : 
1 Another 54 VLCCs and ULCCS (ultra 

-— large crude carriers) aré being used as 
у floating storage tanks representing 10-12 
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10,000-49,999. | 
50.000-99.999 


What's good about 15 
ion tons excess? — 


ean to United States routes, were only fetching | | 
‚ first quarter of last year, 35 VLCCs were scrapped as compared 





odit he f grain 


) ities like waste pap f tmost grain 
-ports in the Third World are still not equipped to handle modern 
> bulkers, demand for smaller bulkers could respond as early as 





the fourth quarter of 1983,as itis not as dependent on a full: 
recovery of the industrialised West as other sectors of the bulk 


: trades. ШО 


million dwt with 9 million dwt anchored in Japanese waters: In 
short, there is around 150-160 million dwt excess capacity in: . 
the tanker market with little indication that even with a healthy 
world economy this tonnage would be absorbed. So-why be ` 
guardedly optimistic? RU e cds ЧТ 
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Several interesting things happened during 1982 giving reason 


|. to pause and take a closer look at the market, Oil companies, 


which represent around 40% of the tanker fleet, have finally 


|. begun the lorig slow process of reducing their fleet sizes, 


particularly.in VLCCs and ULCCs. Early in 1982 Exxon; the 


; world's largest oil company and one of the world's largest tanker 


owners as well; scrapped five VLCCs. In October 1982, Texaco 
sold for scrap the 233,326 dwt Texaco. Amsterdam and the ` 


| 225,967 dwt Texaco Panama while BP, which had scrapped 
„five VLCCS in 1981, sold the 68,777 dwt British Commerce 


and 68,965 dwt British Commodore for breaking, During the 


to 38 in all of 1981. 
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чигу” hat made these scrappi s especially interesting was that 
W two of the vessels were less than nine years old. The logic 


Ф behind the decision of many oil companies to scrap more. 





| tanker tonnage is that enough newbuildings have been added to; 
. their fleets since 1973 to provide a secure supply of tonnage ~ 


enough tonnage to lift around 40% of the anticipated future 
demand. Although scrapping a US$90 million VLCC only fetches 
US$3 million in scrap money, tax write-offs are still useful to oil 
companies trying to protect their corporate fiefdoms. 
From a corporate point of view, the increasing control of | 
crude by producing states has meant that oil companies have a. 
less secure source of crude and thus less need for tanker © 
tonnage. Gulf oil, in 1973 pre-oil crisis days; controlled around 
450,000 b/d of Kuwait crude and that total is now only 75,000 
b/d and likely to decline. Also, shipping crude-oil represented - 
a big advantage to an international oil company as the costs. of 
shipping, which amounted to 50% of the value of the crude 
itself, could be passed on to the customers at the end of the - 
line. Now the cost of transport accounts for only 2% of the value 





. of delivered oil. 


Finally, the move towards building refineries in producing 
nations rather than consuming states is bound to reduce the 
demand for VLCC and ULCC tonnage. Products are carried in 
vessels with a larger.number of tanks than їп а VLCC or ULCC 
and generally on shorter hauls. Some oil companies have opted 
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producing states. BP sold 
tish Promise — along with five 
nt to other interests — to the 


гата for the 
tha’ E Six nete 
il companies have finally decided 
, itis unlikely that major independent 
ао World-Wide Shipping or the 
ipt the attitude in the short run. Since 
both profit centre and prime corporate 
rcéd.to hang on as best they can. 
Nonetheless, there will be an increase in tanker scrappings by 
independents in the short term as the Marpol Convention, due 
i rce this year, will require all. new oil carriers to ` 
le-oil washing facilities. : 
isk of explosion crude washing, which is done. 
rays; will have to be done with tanks full of 
he residual water will have to be stored in 
i o Although specifications are not ав. 
















y high 
ga 






ito retrofit his vessel to conform to the Marpol Convention. 
In.the case of a new order it will add another US$10 million 


| TRANSPACIFIC m i 
Too many ships, 


Pai A year of great expectations, 1982 turned out to be a 








Us major disappointment for liner operators engaged in the 
trans-Pacifie shipping business. Plagued again by the : 
harmful effects of recession — worst іп the post-war period — 
and an inordinately strong US dollar in relation to key Asian 
currencies, profits (where companies dared report them) turned 
out to be considerably less than previously predicted. No single 
factor can be blamed for the sorry-state of trade.and industry, 
though a healthy United States economy and less rigid | 
leadership in matters of economic: policy could have gone а 
“dong way to restoring profitability. | ; 
Perhaps the greatest expectation left unfulfilled during the 
year, apart from the consensus of prediction that the American 
|." economy. would rebound, was once again the US Congress’ 
< failure to раѕѕ а badly needed and industry-supported maritime- 
. reform bill, sitting in one form or another before that 
-< distinguished body for nearly six years. The proposed 
legislation, picking up where the Omnibus Maritime Bill of the 
previous session of the US Congress left off, would have 
` reaffirmed the right of shipping lines to participate freely'in 
' "freight conferences and work in concert, perhaps even in ^ 
consortia, to rationalise service and other operations without 
fear of Department of Justice reprisals. If passed, it would 
undoubtedly have gone a long way to restoring some sense of 
regulatory order to an industry which, in recent years, has 
become increasingly intermodal in appearance. ` 
However, because of the relatively low status of the maritime 
industry in the minds of most US congressmen and lack of clear 
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severe for old tankers, it will still cost an owner US$2 million: o. 





understanding of the special international problems associated - 


The process has already begun. Recen 
Germany's largest shipowner, decide 
operations and it is expected thatt 
Kosmos, will cease activity in 1983... 
Despite all problems with the tanker marke 
for 150 million tonnes of freight at ány giv 
nearly half the world's seaborne tr 
but it will take time. The outlook ist 
could recover very quickly 45% 
sinall tankers which is over-aged and 
It is a little less unnerving for an inde| 
write-off a-15-year-old 30,000-tonne 
250,000-dwt ship and this reductio 
increased demand for products, coul 
pick-up by'1985, 5. 7 8 
Efficient 100-200,000 tonners (capab 
also improve if the economic situatic 
The prognosis for VLCCs and UL 
Although there are many long route: 
economy of scale is unbeatable, the marl 
and more captive in its nature each year, 
in long hauls and the prevalence of go' 
oil deals, the number of true spot opp 
grow smaller and smaller, Survival o: 









































| owners may well йерей on just how 







































grafting their operations on to those of oil co mp: 
developing countries and oil producers through e 
charters, joint ventures or outright sales of the ships. 6. 


with shipping, maritime reform now appears doomed to failu 
A well-known industry spokesman said: “Never again will w 
put forth that much effort. It's time for us to concentrate 
on our business. Frankly, we don't need the US Congres 
not going to do anything to us. It's not going to do anything f 
us. If we've learded anything," he reflected, “Congress is not 
going to do anything at all." 

Perhaps so, but higher-cost US operators who tend to co 
under closer scrutiny of the Department of Justice are likely 
suffer most іп ап environment where regulation is unclear or 
misguided: and it is this US industry that probably needs mo 
support from its government in the torm of special tax incenti 
and so forth if it is to remain a viable force. In the past deca 
alone, the number of US companies engaged in shipping has 
been cut by half through a combination of:bankruptcies and 
business takeovers; and а number of those still afloat are no 
financially sound. i ; м 

Charles Hiltzheimer, chairman and chief executive office 
Sea-Land, the largest US-flag operator and industry leade 
stated: *A close examination of our US liner fleet capac 
measured in 40-ft equivalents reveals that 60% of existing sl 
are too small to be competitive in foreign commerce. Other. 
vital statistics," he pointed out, "show clearly that vessel oo. 
capacity is too:small, power plant technology is fuel-inefficie 
and average fleet age is high." Nota very rosy picture as 
gets underway. eii 

As expected last year, Hiltzheimer's company finally гејой 
the influential Japan and South Korea-US West Coast freig 
conference, in September thus paving the way for the | 
subsequent entry of such prominent trans-Pacific operators as 
OOCL-Seapac, Neptune Orient Lines and Evergreen. More 
significantly, Sea-Land's decision to end its nearly two-and-a- 
half years of estrangement with the cartel signalled a truce in 
rate wars and raised the possibility that peace in the form of - 
rate stability might be restored to the trade. 

In certain respects, these hopes were not left unfulfilled 
estimated that as much as 90% of all export shipments out o 
Japan and South Korea to the US West Coast is now movir 
aboard conference vessels, which compares very favour. 


with the estimated 60-65% conference share of late last summer. 
Carriers, furthermore, have begun the delicate and arduous 
process of restoring rates, which on many key commodities 
had dipped below 1979 levels. 

A victory for the conference? Yes and no. For while 17 liner 
operators are now members of the Trans-Pacific Freight 
Conference of Japan/South Korea and carry the lion's share of 
the cargo, worldwide recession has to a large extent mitigated 
prospects for rate recovery and, more importantly, a restoration 
of profitability. Additionally, there have been complaints of 
foot-dragging by the Japanese in implementing the conference's 
rate recovery programme due, ostensibly, to pressure from 
special interests and close business ties with certain large 
exporters. Consequently, rates may not be restored before 
1984. 


n retrospect, the principal catalyst for Sea-Land's decision 

to rejoin the Japan/South Korea conference was a mid-May 

ruling by the US Federal Maritime Commission permitting а 
minority of at least three member-carriers the right to initiate 
downward rate actions under certain pre-specified conditions. 
While the so-called minority-rate initiative grants independent- 
minded carriers (such as Sea-Land) a certain amount of 
protection from alleged bloc voting within the conference — in 
particular by the six-line Japanese consortium — it nevertheless 
falls well short of outright independent action and, therefore, 
differs from most other US rate agreements including those 
out of Taiwan and Hongkong. Whether or not lines will be able 
to respond quickly enough to changing market conditions 
remains to be seen. 

The growing Hongkong and Taiwan trades, which presently 
account for approximately 45% of all export shipments out of 
East Asia to the US, offer no solace and, if anything, may 
exacerbate the situation, The conference structure there is 
considerably weaker with nearly half of all liftings moved aboard 
vessels owned and operated by independents, making prospects 
for concerted action unlikely. 

The base of the problem, however, can be traced to over- 
tonnaging which, according to a reliable estimate, currently 
exceeds 20% eastbound from all key Asian market areas and 
40% westbound. “The problem,” said Raymond Keene, 
president of Seapac Services, Inc., OOCL-Seapac's general 
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agent in North America, "is that too many ships are chasing 
too little cargo. Mindful of the continuing excessive tonnage 
and absence of the immediate growth of cargoes," he added, 
"it is difficult to forecast an increase in rates in the early part of 
1983. However, we feel Japan/South Korea trade would be the 
likely choice for a modest increase during the year." 

One of the consequences of this unsettled trade environment 
is that the Japanese have been forced to re-examine and make 
some changes in their service and fleet deployment patterns 
also. Acutely aware of the shift of industry away from Japan 
into lower-cost countries such as Taiwan, Hongkong and 
eventually China, Japanese carriers last year began to enter 
into direct cross trades from Hongkong and Taiwan to the US. 
Mitsui OSK Lines and K Line were first; however, NYK and 
others are expected to follow in the near future. 

Gosuke Shibayama, executive vice-president of Mitsui OSK, 
explained: “Japan will export more high-technology products 
in the future, while other commodities will steadily shift to 
Southeast Asia. Therefore, as long as US demand continues to 
expand for those goods which are shifting elsewhere in Asia, 
exports from those countries will increase." One estimate has 
suggested that Japan's share of the Asian export market may 
drop from 40% to 33% within the next five years. 

In addition, Japanese consortium carriers reportedly are 
planning to rationalise their joint, all-water service to the US 
East Coast by reducing both port calls and vessels. It has been 
reported that current-rate levels on their once-dominant East 
Coast service are as much as US$10 per tonne below cost. 
Consequently, traditional East Asia and Gulf carriers, including 
the Japanese, more times than not find themselves immersed 
in a sea of red ink. Apart from having to contend with general 
stagnation in both import and export trades, carriers have been 
forced to go after extremely low-valued commodities just to 
secure some kind of revenue load off the East Coast. Such items 
as clay, leaf tobacco, aluminium scrap, wood pulp and — most 
appropriately — waste paper are among the principal cargoes 
moving all-water back to Asia. 

An added worry is that cargoes are being diverted increasingly 
to faster and often more reliable intermodal operations — a 
trend which appears likely to continue well into the future. Since 
1972, the first full year of so-called mini-landbridge service — 
combined ocean and transcontinental rail transport — the share 
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‹ шоп Study nas revealed 

illion tonnes of US tmport-export ca 

< have transited the Panama Canal had, in fact, be 

some intermodal configuration through the West Coast. 
*Bridge movements are very difficult for us to market 

against," stated Gregory Halpin, port administrator for the 

state of Maryland, who oversees operations at the port of 

Baltimore. "The big thing that keeps coming up now is the time 

factor and, of course; that's an important item especially in the 

iced goods market in which you are 

st, where time is money and where 

ed up [in stock, etc] until they. .* 
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the close of World War II the United States ranked 


t 
Aw: other nations in commercial shipbuilding. . m ий 


Today it stands 10th; and without some modification of 
President Ronald Reagan's administration policies 


introduced within the past two years, it may very well drop even | 


lower. e : " 

Most notably, the US Congress’ decision to discontinue 
construction subsidies, while at the same time allowing | 
subsidised US vessel operators to go overseas to meet their 
future fleet requirements, has dealt a serious blow to the high- 
cost and ailing US shipbuilding industry. Already, subsidised 

- carriers have contracted for 36 new ships and 12 reconstructions 
- with foreign shipbuilders: the total value of the work, which 
s ineludes а 14-vessel order placed by United States Lines with 
the Daewoo shipbuilding organisation of South Korea, is nearly 
US$1.5 billion. bo: 
Estimated job losses resulting from the build-foteign >. 
programme are believed to approach 90,000 in shipbuilding 
and supporting industries. Of greater significance for the long- 
term future of commercial shipbuilding in the US is the rapidly 
declining orderbook, which numbered only 12 vessels at the 
start of.1983; only six of the remaining 13 shipyards engaged in 
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атсаз, the US Navy's new construction tasks wi 


SHIPPING 


complex agreements worked out individually with ra 
domestic shippers and freight forwarders. | | 
Both carriers, for instance, have developed and successful 
implemented equipment-repositioning programmes wit 
important domestic shippers as the US Postal Service, wh 
empty marine containers found on the East Coast or at poin 
beyond the West Coast port area can be stuffed with higher" 
value domestic freight for shipment back west. This not on 
improves equipment utilisation and thus profitability, but it 
also helps alleviate the west-bound shortage of domestic tr 
‚ It is also one of the key reasons why Oakland-based Ame 
President Lines has made a substantial capital commitmen 
the .45-ft long, high-cube marine container, which is more 
tible with rail-industry requirements than stat 


equipment. 


















ting out that deregulation of domestic transpc 
dustries will not likely serve asa stimulus f i 
јог gateway shifts, a leading indust 






navy would offset potenti 
This work is still three years away. and; according 
House, a Washington-based management consult 
has done significant work in maritime апа gove 
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ivi US shipyards.as the industry still has far more produc 
capacity than thenavy either wants or needs. “It seems 
inevitable, Бир stated a spokesman for the firm, "th 
given very Не new commercial construction work, 
of commercially owned US shipyards will close: 
the/féxt three years." pee 
7 There is further concern that the Reagan admi 
{ rather myopic view of shipbuilding as a; strategic ind 
damage US national defence infrastructure; Edwin Hooi 
presiderit of the Shipbuilders Council of America said: 
“Buildidg only US Navy ships in this country will n 
the minimum active shipbuilding b. yards. Ly 
don’t feel comfortable with our current ship ing | 
should an emergency arise and there bea prompt dem 
shipyard resources. Even the US Navy Department has. 
concluded that, without commercial shipbuilding, the nat 
shipyard resource base could not be maintained d 
level to meet the requirements of a 90-day conflii 
Soviet Union in Europe. For an extended conflict,” he add 
“it follows that shipyard availability would even be more 
inadequate.” ds 



















of the highly sophisticated nature of construction techniques 
for today's naval vessels, a great deal of yard specialisation is © 









required. *Consequently, there is no interchangeability of yarc 


m eeds of 
i : ' consequently, 
cople are looking at the shipyard mobilisation base with 

tly different eyes than they did previously. 
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n 1978, Japan's newly formed Shipping and ‘Shipbuilding 
Rationalisation Council (SSRC) unveiled a number ` 
of projections on the future of world shipbuilding in 
general and Japan in particular. It was not good news and 
ested that Japan would have to reduce the size of its 

pyard capacity by 35% in order to achieve any semblance of 
lance. (em 

| Over the next four years the industry was controlled bya 
+ government-sponsored cartel which trimmed away 6.19 million 
_ grt from a shipbuilding capacity of nearly 10 million. Yatds 

. were bought by the Association of Stabilisation of Designated 
Shipbuilding Industries, a state-controlled organisation funded 
__ by the shipyards themselves, the government and the banks. 
By March 1982, the government felt that SSRC had achieved 
-aim of reducing shipbuilding capacity toa viable size and 







е shipbuilding business. However, relinquishing control did 
it come without a note.of caution. MoT released its own 
projections for Japanese shipbuilding over the next three years 
982-85), forecasting further deterioration in the market with 
pan producing only 4.75-5.25 million grt of the anticipated 5- 


nillion:grt. 202 


















have been securing between 40-56% of the orders even during 
e slump. During the temporary upswing in 1980-81, they 
secured 8.44 million grt (2.73 million grt domestic orders) ^ 
against a total of 16.9 million groco 005 ve ушш 5 


“A ship used to be a ship,” he stressed, “and you could use it 
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З nes Source of results: Lloyd's Register of Shipping. Based on annual newbuldings of 100 grt and upward 


he Ministry of Transport (MoT) relinquished all guidance over | 


The problem with the MoT forecast is that Japanese shipyards 
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REVIEWCHART by Frank Tam. 


Recently the Shipbuilders Association of J apan (SAJ) came 
out with their own long-range forecast for world shipbuilding 
for the nine-year period 1982-90. SAJ had previously made its 
own forecasts in 1978 (a take-off from SSRC figures) with a 
revised forecast in October 1980, just as the brief flurry in 
shipyard orders was beginning. The new 1982 forecast projects 
a 20% fall-off in demand that will see newbuildings slump from 
a temporary high of 19.1 million grtin-1982 to a low of 13 million 
in 1984, before recovering slowly and rising to 24.7 million grt 
in 1990. This varies considerably from the previous optimistic 
forecast that would have orders rising to around 33 million grt 
by 1990. i TO | 


Japanese shipbuilders believe that the nearly 170 million. 


















grt to be built over the nine-year stretch will fall roughly into 
26% apiece for tankers and general cargo vessels, 36% for 
bulk carriers and the remaining 12% divided amogg a variety 
ot specialised carriers. What make this forecast interesting 
are the assumptions behind it carrying the innate belief that the 
bulk-carrier sector will recover around 1984-85, despite the. 
huge amount of bulk-carrier tonnage ordered only two and 
three years ago. The builders also seem to believe that there 
is little hope of any major tanker recovery in the foreseeable 
future — a view probably shared by Europe's shipyards as 
well. ` 

Perhaps the most surprising feature is that shipbuilders have 
allocated only a 26% (45 million grt) demand for general cargo 
ships. Currently there is over-tonnaging in the container and 
semi-container fleets, but this would appear to be more due to 
the unusually severe recession than to any long-term over- 
tonnaging. However, the caution over cargo ships might be 
attributable to the relatively young age of the existing 
containership fleet. pnr UN 

Crystál-ball gazing by foreign shipyards attempts to : 
determine just how much of that 170 million grt Japanese 
shipyards intend to grab. The REVIEW's guesstimate is that the 
Japanese are planning to build 61.2 million ert over the next . 
nine years. fg pe er ui ay : us 
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PIPS Has Ended The Paper Chase. 


Whatever Part of Whichever Document You Want 
Can Be Retrieved Immediately With The CS Command 


Are you producing more paper than 
profits? 
Reverse the situation with PIPS 


software. 
[els] CS (Conditional Search) 

——" command which сап 
retrieve and display numeric and non- 
numeric data according to up to 20 
conditions. There's no need to change 
your business procedure, just update to 
efficiency with the CS command and 
the other 5 core commands, CAL (Calcu- 
late), SORT, LF (List with Format), GR 
(Graphics), and AU # (Automatic), pro- 
vided by PIPS. 


Only PIPS provides the 


PIPS Does It The Easy Way 

@Handy: Page format for easy retriev- 
al. Seventy-six 42-line pages (230,000 
characters) for markll model. 

eSimple: The PIPS software system 
requires absolutely no programming. 

€ Quick: Basic operation can be under- 
stood in three hours and the system 
mastered in three days. 

€ Versatile: Any application, from rou- 
tine processing to accounting simu- 
lations. 


PIPS Goes Places With The M23 
mark series 
€ Fabulous 128K byte memory. 








@Free use of any language: BASIC, 
UCSD PASCAL, ASSEMBLER, FOR- 
TRAN or COBOL (available only for 
mark V model). 

@The choice of three outstanding 
models: M23 markl, markill, or markV. 
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[The Simple Commands of PIPS Revolutionize Your Computer Business. M23 mark series 


SORD COMPUTER SYSTEMS, INC. зрази c Era Singapor Fic via 07 
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mi hc SORDINN 
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ai Chee Street, Singaopore 1646. Phone: 445-4168 Telex: К587388810СРУ 








/ Distributors in Asia 7UNIDATA PTE LTD.. Tyrwhitt Road, Singapore. Phone: 2953281 UNIDATA SDN. BHD..Kuala Lumpur, Malaysia. Phone: 940666 BANGKOK BUSINESS EQUIP- 
MENT L.P..Bangkok, Thailand. Phone: 2348670-3 BUSINESS COMPUTER SYSTEMS INC..Metro Manila, Philippines. Phone: 8176341 Р.Т. MASTAL. Jakarta Selatan, Indonesia. 
Phone: 542656 WING GROUP CO., LTD.,Kowloon, Hong Kong. Phone: 3-341341 JYONI CORPORATION, Seoul, Korea. Phone: 725 0131 to 3 SAMPO CORPORATION INDUSTRIAL 
INSTRUMENT DIVISION , Taipei, Taiwan. Phone: 752-9745 
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the I CsA of W illiam the Cr пе ror’s court as the events occurr ed, it was made for public display, 


to give the people of Normandy a common feeling of pride and purpose. 
Today, Northern Telecom is bringing communities together with ae 
kind of tapestry —an interlaced digital network of fiber optic cables. We' 
the leader in the application of digital technology in telecommunications. 
The fiber optics communications network Northern Telecom 

is building for the province of Saskatchewan will be the longest 

N on earth—over two thousand miles. When it’s completed it 
will link hundreds of isolated, prairie farm communities with 

two-way voice, data, facsimile, and video transmission 

facilities. Every telephone will also be a potential 
computer terminal. 
North America has two dominant technologies 
to export to the rest of the world: computers and 
telecommunications. 
We're weaving them together. 


northern 
teiecom 
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LINER SHIPPING 


АР! 5 2,500-teu containership President Li 
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The first time ev 
sectors went bad 


g ЙҮ shipping, like all other sectors, suffered a bad year" 





in 1982 and prospects for 1983 are just as dim. What was 

curious was that it was the first year in living memory 
that every shipping séctor was simultaneously depressed and 
there was no in-house innovation round the corner — like a 
switch from sail to steam or (later) steam to oil power or, more 
recently, the introduction of containerisation — to provide 
future relief. It was simply badall round. 

Perhaps one of the most interesting developments in liner 
shipping is the form containerisation is taking. When the box 
was introduced in the late 1950s, it was never designed with a 
thought of helping shipping on the developing-country side of 
the trade. The introduction of containers placed a great deal of 
stress on developing nations in Asia, forcing them to build 
terminals, roads and rails to accommodate the box. However, 
route saturation by containerships, ro-ros (roll-on roll-off 
vessels) and.semi-container vessels has caused an increased 
interest in containerisation by developing countries. 

About 64% of containerships by teus (20-ft equivalent units) 
are owned in Europe or the United States, but a surprising 10% 
ofthe fleet is owned by developing countries‘and nearly 23% 
of semi-containerships is'owned by Third World countries. 

This shift towards Third World traffic comes in part because of 

` the tremendous leap in the size of containerships over the past 

' 10 years which left a gap which small feeder and s¢mi-container 
vessels are able to fill. Routes throughout Asia are ideally suited 

; to such services. Secondly, the 40-40-20 liner code — whereby 
a country and its trading partner are entitled to split 80% of ^ 
the trade while cross-traders are left the remaining 20% — has 
giveri impetus to building up à fleet. i | 

The result of newbuildings by developing couritries has also 

greatly shifted the balance of conference and non-conférence 
carriers around the world. Although it is not surprising that 
Japan is the third largest containership operator, Hongkong 
and Taiwan rate seventh and eighth with both countries 
accounting for around 30 containerships of 600,000 dwt and 
over 35,000 teus; A эч : 

However, the real impact of the move towards vessel 
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(which lasts until 1985), receive 
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f Evi 
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virtually no outsider 
1981. E 
The Far Eastern Freight С 
world's oldest, lárgest and mi 
the epitome of a closed conf 





more often sim 

have bad a good. 
when Maersk, which had given 
potentially the first defection ii | 
Evergreen Line, its most notorious outside comp 
came to terms with FEFC. ` BEN i 









occurred without the other. Evergre 

around 1.5 million tonnes of E 
per year, feared that with Maersk's res t ; 
shipping company would be unable to bring many of its 
conference customers with it. Loyalty agreements stipula 
that, for a 9.5% rebate, a shipper will not use non-confer 


O= it is unlikely that either agreement co 






- shipping lines and would be liable for penalties if the cont 
| were broken. | NEL E 








rate war. Evergreen and the conference c 
the shipping company would limit its liftings t 
tonnes — effectively giving 300,000 tonnes to the c 
— but would gain access to contract shi hus 
circumventing the loyalty próbler i 









i icularly in: Т 
ippers or rebates іп excess of conferen: tules,. 
e appointed a neutral body to investigate $ 
ered it to search at anytime and to have access to all 
intation, including that of personal belongings. 
ipping agents in Europe answered that these powers came 
о being illegal and said they would not cooperate. The 
opean Shipper's Council also сате out in opposition to the 
[гу system, a bone of contention between the shippers and 
since the very beginning. The conference has insisted 
loyalty clauses are necessary to maintain a core of cargoes 
he conference, pointing out that lack of loyalty clauses in 
onferences on US trades has made them weak and priest 












à - en 
е Atlantic Conveyor Falklands-bound: with a jump-jet on alert. 





-erratic freight rates. However, it would appear that with 
uropean shippers now actively opposed to the loyalty clause, 
sian shippers — nearly always opposed to it — and Japanese 
pers studying alternatives, in future the conference might. - 
ave to drop the controversial arrangement. 
‘Pacific routes, like their European counterparts, showed. 
me signs of stability despite the turndown in trade. Evergreen, 
i de a point of staying outside the conference structure, 
i in the Trans-Pacific Freight Conférence (TPFC) 
pa uth Korea and the Atlantic Freight Conference. 
and, the world’s largest containership operator also 
joined the fold ' year's absence. The 10107 and 10108 
eder: itime Commission 
agreements which 













l ‚ 1970s — — also 
ht rates US$11-per- 







: rbial lead balloon with 

| nd aie ‘councils sift ate hike followed a US$6- 
per-revenue-tonne rise only eight months before and was 
applied in a falling market. The conferences adjusted the 
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imp rom 
Reagan, the lines have decided to do the best they can patching 
up ће leaky conference boat on Pacific trades. 





'competition on international routes. 





r. Ша be greater for 
ertwo years waiting for some significant 
administration of President Ronald 


The Soviets again became'a centre of focus in 1982 when 


| they announced their maritime expansion programme. Starting 
last year and extending to 1985, they expect to build 250 ships 
|:of3 % million dwt — the Soviet fleet is currently sixth largest in 


the world — which would increase Moscow 
19.2 million dwt. What Western operator 
on building i its own inter-modal cargo vessels wo 


tonnage to 











. The plan calls for the building of 170 dry-cargo ships, 64 ro-ro 


| vessels, two palletised vessels and 50 containerships. Currently, 
| the Soviet fleet through its 17 state-run shipping companies has 
г 233 ships of 2.2 million dwt on international 

newbuildings would likely add another 00 hi 


al routes and ^ 





| CRUISES 


| Slow boats to 


























Mary or Normandie, but cruise ships are making a 
comeback in Asia. Using such names as China Cruises 


? T may not have the romance of such liners as Queen 


| and Pearl Cruises of Scandinavia, new operators have been 


tempted to test the temperature of the South China Sea for a 


' number of reasons — not least being the unfortunate reputation 


which.China's hospitality industry has gained in the West. 

Unlike Queen Mary, Normandie, Пе de France, Queen 
Elizabeth and such other famous liners, the vessels now in Asian 
waters have been designed more as floating tourist-class hotels 
than as escapes for the rich and famous, They do, of course, 
have the trappings of luxury but your fellow travellers are more 
likely to be Mr and Mrs Middle America than socialites and 
celebrities of the golden age of cruising. 

It was only.a year ago that cruising in Asian waters was 
regarded by shipowners as more trouble than it was worth. 
Asian tourists with the time.and money to cruise jetted off to 
traditional playgrounds in the Mediterranean and the 
Caribbean. For those wanting to cruise in Asian waters, 
sufficient capacity was provided by round-the-world operators 
such as Cunard. and P&O (who follow the sun to fill their vessels) 
and, illustrating the depths to which the market had sunk, was 
the 1979 withdrawal of Cruise East's Rasa Sayang. 

In the past eight.months, however, the face of the industry 
has changed beyond recognition with several operators 
establishing bases in Asia and others boosting the Asian 
component of their round-the-world cruises. Promoters are 
banking on strong demand — both from overseas and within , 
the region — despite fears expressed by some in the travel 
industry that market conditions have changed from drought to 
flood almost overnight. : 

Part of the reason for the move to Asia is, of course, the world . 
shipping slump which has resulted in some traditional cruise 
markets turning sour. This in turn has forced shipowners | to. 
look elsewhere and. Asia — with its lack of a true major cruise 
operator despite the fact that some of the world's biggest... 
shipowners are based in thg region — w. an obvious choice. 

But seeing the potential was one thing. It was quite another 
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eting formula and it was here that the 
nto play as new-operators believe that 
(wealthy and aged) Americans 
hout the hardship of staying 





re.now actively promoting their: 
| the United States which they see as the 
crucial market. The standard package offered involves flying 
tourists to Hongkong to join cruise ships bound for such ports 
iamen and Shanghai. In addition to China cruises, 
lso a number of other products available 
hose wishing to experience life on the ocean 
at the budget traveller and a rundown 


ckages across t 












ion involves: both Chinese and 
. The China Ocean Shipping Co. (Cosco), 
on branch, has chartered the Yao Hua to China 
gkong, itself à joint venture between the Salen 
| ongkong Cosco affiliate, Hang Wai 
ОП ement establishing the service was 
, negotiated in a hurry following the withdrawal of an earlier 
European contender, 
Following the signing of the agreement in February last year, 
China Cruises had the vessel brought up to date in Hongkong: 
before commencing sailing-in Jane. Yao Hua recently 
underwent its annual refit and is now cruising between 
Hongkong and the Philippines during the winter break. Yao 
Hua will shortly return to the China coast with the standard 14- 
day package comprising departure from Hongkong and then 
Xiamen, Shanghai and Nanjing. China Cruises is the only 
company with rights to sail up the Yangtse with foreign tourists 
from Shanghai to Nanjing from where passengers proceed by 
air to Peking and then return to Hongkong. An alternative tour 
is to fly from Hongkong to Peking and Nanjing and then join 
the vessel for its southbound run. 5 









Pearl Cruises of Scandinavia. This isa Joint venture involving 
І. M. Skaugen: of Norway and J. Lauritzen of Denmark. Both 
firms have cruising experience: Skaugen through Royal 
Caribbean Cruise Line and Lauritzen through Scandinavian 
World Cruises of Miami. They have now formed Pearl Cruises 
of Scandinavia with headquarters in San Francisco. The - 
company is using Hongkong as home port for tlie 488-passenger 
Pearl of Scandinavia and a number of cruises are offered, built 
around the following ports: Kobe, Pusan; Dalian, Tianjin, 
Qingdao, Shanghai, Huangpu (Canton), Hongkong, Manila, 
= Cebu, Kota Kinabalu, Brunei, Kuching, Singapore, Penang, 
= Belawan, Nias; Jakarta and Surabaya. 
‚ For U pers, Pearl Cruises” first tariff quoted rates for 
day Ch е from US$3,058 for a lower deck; insid 


1983: 
















© middle-market cruising in Asian waters: Turk 









© going up-market fi 


reasons for the switch were two- fol 
particularly successful'on the train: 
three 800-teu container vessels c» | 
with four times the number of te:us and a fas 
and after the invasion of Afghanistan, th 
workers refused to handle Soviet shi 
Japanese shipping lines oste:nsibly mad 
the Soviets which laid down th at th 
lower than 10% and lift more :than 
cargoes, The Japanese have аер; 
undercutting by 50% and lifting as 

















possible. 

The Trans-Siberian Railw ay (TSI 
year than expected. Estimatued traffi 
but a portion of this was destined fo 
the TSR will inadvertently 'Genefit fro 
pact because this will mean. that rates betwe 
conference members will probably be fairly close 
door open for the TSR to become the shippe 
Europe. @ gs 


















double to US$6,888 for thre top sui 
economy air fares from Los A 
Hongkong plus the usual ‘trans 
accommodation prior to departur 







. Ming Hua Friendship (Cruises agai 
branch of Cosco which, in this case, hi 
Philp of Australia to operate the 500 
ship which — like Yao Hua — was built in 
secondhand by Cosco. Both vessels we: 

for international cruises.. Ming Hua cate 
















back to Shanghai a 


Flavian Shippin; 
market, would арг 
competitive t і 
old cruise ship, w 
the triangular Hongkong; Taiwan and Oki 
— like Yao Hua and Pearl of Scandinavia 
June but, unlike other operators, Flavian 
product at the local market (especially С 
between Hongkong and Keelung). When i 
the company said that it intended operati 
service — Hongkong/Kaohsiung/Manila u 
season. Flavian did make one run:to Manila 
the end of the cruise the company announced 
was withdrawn frorn service until further notice 
















































Charter Travel Company (СТС. Lines) isa 
operation using the Soviet-flag vessel Turkm 


employed in Asia in early 1979 when it was bas ia 
to cater for the then popular sea/air route between Austral 
and Europe vía Singapore. When the Soviet Union invade: 
Afghanistan, the Australian Government placed a ban on $ 
cruise ships and CTC Lines began negotiations to have the vi 
based in Singapore. The first season began late in 1981 and 
Turkmenia recently underwent a refit in preparatior i 
1983 season. sm 


China Navigation Company. a unit of the British-owne: 
largely Hongkong-based Swire Group, has operated Coi r 
Princess in Asian waters for a number of yea ie vessel t 
normally on charter to Japanese interests but 
cruises to the general public. 







Blue Funnel Cruises is an atti liat 
Group of Singapore and recently reorgani 
£ being. 


non 






ngm 






perating a mixed service. from Cape Town to Bristol via 

na, Ascension and the «Canary Islands... 

November 30 last year thc: company took delivery of 
Mahsuri — formerly Berlin — which comes to Asia 

е Caribbean. The West C3erman-owned, 330-passenger 

ailable at rates of arourid US$150 a person daily. 















unard Steamship, as owner-o perator of the QE2, was in 

ws last year following the sviperliner's role as troopship 
the Falklands conflict. Afte r its return from the war zone, 

,155-passenger QE2 was give.n a complete refit before 

rning to cruising last August. I t will next be in Asian waters 

his year. In addition to the flagship, Cunard also operates 
smaller.but luxurious cruise shi ps — Cunard Countess and 
d Princess. a 4 












isa British company and опе of the oldest and biggest 
ational cruise-ship operators. 115 vessels comprise 
berra (which also saw service as а troopship in the | 
lands), Oriana, Uganda, Sea Princess, Island Princess, 
Princess and Pacific Princess (of TV's Love Boat). For the 
season, Canberra is to operate out of both Europe and 
lia while Uganda will just serve: Europe. Island, Sun and 
: Princesses are to be based in the US while Sea Princess 
idertake a round-the-world cruise. P&O visitors to Asia. 
r-will be Sea Princess, Pacific Princess and Oriana. . 
o the future, P&O has on orcler a 40,000-ton luxury 






















Lindblad Cruising. This New Y ork-based company is a 
iture involving Lindblad Travel and the Salen Group 
weden which is also involved in Asian cruising through its. . 

ruises affiliate. Salen recently signed with Lindblad 
three cruise ships: Lindblad Explorer, : - 
P nd China Cruises’. Yao Hua. Salen has 
equity in both Salen Lindblad ing and Lindblad 
ris, while it is now the outright owner of Lindblad Explorer 
jing acquired the interest formerly held by the Swire 
up). Lindblad Polaris operates in Scandinavian waters 
ng the summer and around the Middle East in winter while 
mall — 90-passenger — Lindblad Explorer caters for - 
cialised groups: it is.a shallow-draught, ice-strengthened 
ssel which can visit such out-of-the-way places as the Antarctic 
id the Amazon. ; 


land America Cruises had based its ill-fated Prinsendam 
„sian waters for half the year before it went to the bottom 
979 after catching fire off Alaska. Prinsendam operated out 
ingapore to Malaysia and Indonesia and. was an up-market 
petitor to the equally ill-fated Rasa Sayang (which also —— 
ught fire and sank off Athens duringa refit). Holland America 
confines its activities in Asia to visits by its 38,000-ton 
otterdam. In the middle of this year, however, Holland 
merica will-place the first of two new liners (Nieuw 
erdam) on full-time service out of the US West Coast. 
essel will operate cruises to Mexico and Alaska. A sister 
iip; Noordam, will join the fleet in 1984. 1 


yal Viking Line ( 
Nordenfjeldske н 































joint venture involving Bergen 
"The company operates 







20€ a day and a variety of cruises is offered. 


пах Cruises has decided to drop the Asian component of 
' its $ chedule this year and concentrate solely.on Australia to fill 
its P. acific cruises. The company's vessel Fairstar.can carry up 
to L,. 300 passengers and is aimed at the middle market. : 





1982 on its last vo y'age for Blue Funnel, Centaur is - 


offers ferry services tothe mainland — a sort of poor man’s = 
cruise line. To Canton; Xinghu and Tianhu are inservice; 1077 







| companies, 





‘ the pace of earlier times, the era of the slow steaming cargo/ - 


outlook at а! 


ich it describes às the.next gene ration of ѕирегіпегѕ. «i 








An terican Hawaii Cruises (АНС). The Hawaiian islands are Hd 









Shanghai, Hai Xing and Shanghai, and to Xiamen, Gulangyu - 
and Jimei, Agent for the ferry.services is China Travel Service: 
while the.vessels' representatives are China Merchants Steam: 
Navigation and Yick Fung Shipping; both are mainland 








Take а slow boat. Unfortunately for those wanting to sample 





passenger liner calling at exotic destinations is a thing of the 
past in all but a few cases. Those wanting to travel this wa 

















Not a bright 


has been one of the leading and most sought-after 
export commodities moving off the US East Coast to 


Ue States-grown leaf tobacco, which in recent years 


Japan, has today become something of a cause celébre, if there 


is such a thing in the shipping industry. In 1982, with the aid of 
the US Trade Representative's Office (TRO), US shipping — 
lines for the first time were given access to Japanese leaf-tobacco 
shipments bythe controversial Japan Tobacco and Salt Public 


` Corp., more commonly known as the Tobacco and Salt 


Monopoly: бей 
For years this cargo has moved exclusively aboard Japanese- 
contrólled vessels in traditional break-bulk fashion in so-called 


| hogshead drums. Due to the fact that most US and other-flag 


operators had converted almost totally to full-container 
operations, a perfect smokescreen was available forthe 
monopoly to deny access.of this cargo to non-Japanese 


| operators.” 


However, increasing costs and an unreliable supply of o > 
hogsheads have forced the monopoly corporation to convert to 
containers; and in November 1981 , the first large-scale з n 
container movement (200 40-ft equivalents) was shipped out of 
the port of Wilmington (North Carolina) bound for Yokohama. 
US trans-Pacific carriers, primarily mini-landbridge carriers, 
were quick to spot a potential new source of business and; with 
the help of TRO, were able to secure eight container loads last 
November. j sola Tad d 

Out of a total 900 containers shipped last year, representing 
a rather paltry 1% of total containers loaded, it stands to'réason 
that neither the US Government nor the carriers in question 
(Sea-Land and American President Lines) will accept the 








; present level as anything more than a necessary step to gaining 


equal access to this US$20 million annual business. A US trade 


7 official said: “We think our firms ought to be able to compete 
© forevery shipment. That doesn't mean we think they ought to 


get every shipment, but they ought to be able to compete for it." 

An official of German carrier Hapag-Lloyd; a leading cross- 
trader between Japan and the US, has indicated ihat provided 
his company is соѕ and service-competitive he sees no 
justifiable reason why Hapag-Lloyd or some other third-flag 
operator in the trade should be denied access to this cargo. 

In addition to tobacco, other major export commodities that 
are moving to Japan and Asia in.containers are-waste-paper, 
which accounts for) 0%: of the total; cotton, softwood: 





; ce 
c Internation: es of Singapo 
auru Pacific Line. In addition, Philippine 
island operators provide (sometimes very 
ccommodation for the adventurous tourist. 
finally, by sail. The traditional sail-driven vessel is still a 
reckoned with in certain parts of Asia, especially the 
nds of cargo-carrying prahus which ply Indonesian 
or the tourist, however, life under sail is probably Г 
ranged by keeping in close contact with the local yachting 
unity as adventurous skippers are always looking for 
А bers. A word of warning, though: pirates 
especially in the Gulf of Thailand; 
lacca: For those wanting a civilised 
e Shipping in Hongkong offers two- 
sprey — à magnificent 45-year-old Swedish 
ies complete with full rigging (and áir- 


nd clay. "What we're sending back to the Far 
ny Blanco, vice-president of Trans Senko 
iolly US-owned subsidiaryof Senko-Co. of Osaka, 
and raw products such as hides; leather, cotton, - 
; all of which are low-rated commodities 
k to Japan and the Far East if carriers hope 
containers." 


ut of Japan; clothing and foot-wear, out of 
and increasingly South Korea; nuts and 
rniture: By value, imports from Asia 
than half — outvalue US 
by nearly double: which is one reason 
pelled to consider trade ` 


caught up with popular 

Japan: During 1982, units 
meras and lenses all dropped ` 

í alue of those shipments, 

nsumer and the Japanese 

y тоге interested in the more 
models... = 
Ае Ку ernational Business Information 
:, which recently predicted that.seaborne trade eastbound 





period. 2 
as indicated th 


said: “While the yen may gradually si 
export-demand stagnation will persis! 
motorcar parts, motorcycles and cars 
though car-part exports will probably 
throughout the year, in all likelihood 
would decline due to the localisation 


| manufacturing: witness Honda and 


operations in Ohio and Tennesse 
Concerning China, which mos 
its long-term growth potential, the U 
Council (USCNTC) recently predic 
increase in US exports there durin, 
exports to China to US$3.5 billion 
potentially significant upturn it 
in the light-industrial machinery and 
particularly in equipment for energy ex 
Agricultural shipments, noted USCNT 
dominated US exports to China, will i 
at their present levels. i3 


n the dry 
Orts as measu 
prospects for coal shipments to Asi 
metallurgical, аге not good for 1983. As 
ago, US Western steam-coal 
take off at any time: produce 


an estimated 4 million tons moved through th « * Souther 
California ports of Los Angeles and Long Etec. ch mostly t 
Japan; and Japanese industry, which still acco v ints for mo 
than 90% of total US coal (both metallurgical г ind steam 
shipped to Asia, was telling US coal producers and 
transportation concerns that demand for ste am - coal im 
would reach an unprecedented 55 million to ns Ib sy thee 
the decade of which the US; looking for exp.anch ed mar 
opportunities, could count on supplying a signifi. cant 
growing portion. DE | 


Then the bottom fell out of the world coal mar. ket: 1 
Western steam-coal shipments àre expected to wi ndu 
unimpressive 3 million tons when all data is finalh yin 
representing a net decline of approximately 2596 ;. an 
may see further declines to 2.5 million tons. Otice ros 


оп the Pacific trade routes will remain sluggish in 1983, video 
tape-recorders (VTRs) were the only Japanese export item to 
© have shown a substantial increase during the first 10 months of 
1982 compared to the same period of the previous year. Exports 
‚ of colour TV sets, tapé-recorders, stereo sets and stereo 5. ( 
| DRE uS 3 | predictions for Japanese steam-coal demand by 19... 
estimated at somewhere between 35-40 million ton.” 


И$$ RY у RGO VOYAGE RATES "t little room for US exports due to previous long-terr n 





| 36 commitments with Australian and some Canadian р rod 
The recession, coupled with the world glut in the pe 1 
market, have slowed to a virtual standstill petroleun 1 
plant conversions in Japan. The comparatively hight’ 1 
cost of US coal, estimated at between US$10-20 per 
only served to aggravate the situation. i M 
A more serious short-term concern, however, exist Sin 
normally stable metallurgical coal trade off the East a п 
of Mexico Coasts. Connie Holmes, vice-president ot t б 
National Coal Association, has indicated that metalliui “gical 
coal shipments to Japan will drop sharply in 1983, реи} laps! 
as low as 17 million tons (from 23 million tons last yezw ). “1 
particular," she said, “our shipments from the East Goi 
artificially high in 1982. Japanese steel production watsi 
considerably in 1982 and is expected to be low again iri: 
You've got the added problem that power genen 


conversions aren't happening; they 











tark As fo grat resents a different 
problem foi n farmers who rely on exports for 
25% of their cash earnings. A year ago, 9.2 million tonnes of 
grain were shipped to.China, nearly a 10% volume increase 
from the year before; over. the past two years, China has been 
the leading Asian buyer of US wheat, importing close to 16 
million tonnes, Still; there is very real concern about the 
` financial wherewithal and ability of the Chinese to come up 
with hard currency this year ~ which (of course) i is in-part a 


hree, econon riy.” | 
herman, rese: rch director for the Апы 
Шоп of Port Authc » rities, agrees. “Ultimately what 
said, “will d cpend on the timing and strength of 
recovery in !Europe and Japan and, more directly, 
uickly existing it ».ventories are drawn down.” 
he long term, accor :ding to one source, Japan probably 
ot be the principal / sian growth market for-US coal. Both: | fünction of the strong US dollar. 
Korea and Taiwari are expected to import substantially There is.added concern that cottori.ahd winter exports to 
m the US i in yee, rs to come. and à recent Departmer China will be lower than 1.3 million tons due to record cotton 
merce report has. suggested that Hongkong may import | production there last year. The US Department of Agriculture, 
uch as 10 million to ris by the пий-19805. = _ which pointed out that China purchased some 850,000 bales of 
nother key bi ilk: commodity in gonsiderable demand | US cotton year ago, indicated that the Chinese may purchase 
ut East Asia, r r ay quite possibly experience some .. virtually none this season. It added that. sluggish use in other 
8 during t! tie 1982-83 US fiscal year. Imports ` major Asian markets has considerably lowered export prospects. 
sup the Безар "| market for US wheat, unmilled cor Cotton, once king at the port of New Orleans, today moves 
almost exclusively to East Asia in containers and in some bridge. 
configuration. The ка Gulf of Mex rt, which has lost 

















































































reduced {о ;16, anda further reduction nay Ос, But BHP is 
fighting hard to gain some offshore bulk transport contacts from 
China Steel Corp. of Taiwan, which may enable itto keep much’ 
: of the rest of its fleet intact. 

The Taiwan order includes transport olii iron ore from Western 
Australia and coal from the eastern seaboard to Taiwan — as 
well as transport of some Brazilian iron ore and Canadian coal ' 

' — and requires the use of some Panamax vessels. But rates: 
that such a contact can.command may prove to be uneconomic. 
' According to figures supplied by local industry sources, the. 
rate for bulk vessels has slumped dramatically over the past 18 
months. Rates of slightly more than A$7 (US$6.89) per dwt 
were common for much of 1980, yet by September 1982 they 
stood at a meagre A$2 per dwt with no sign of improvement 
‘since. Of course they may now be artificially depressed but, 
plac with little immediate signs of world recovery, it is clear that : 
'jeopar | shippers will continue to be subject to enormous pressures. 
Чи х | in the wake of a. The situation of extremely depressed bulk freight rates is not 
ent ri po! :tsupportive of the develo; | limited solely to that end of the industry. Comprehensive — 
| рр! tag. industry. However, as part of. that policy, 4| shipping conferences have felt the chill wind of rate cutting 
| from the Soviet Far Eastern Shipping Co. (Fesco) and there 
I have been a number of meetings between conference members 
i de unions involved, which has led to some and Fesco representatives in recent months in an attempt to | 
if pora гіс, industrial arguments. - limit present rate cutting: 
хатрі ie wasalengthyinter-union demarcation dispute | It is claimed within the industry that on southbound trade 
resolved)* which prevented the use of a new coal-fired Fesco has been cutting rates by approximately 10% , but- 
troduced on the Weipa-Gladestone route in Queensland... | northbound rate cutting has been much. more severe. Australia ` 
‘Boyne was the first of four similar ships to be | | isa large importer.of consumer goods and only exports’ 
duced ont his bauxite run. River Boyne'ssister ship, River. | comparatively small amounts of finished g goods, with most 
ley, is due то commence operations in March. Both ships. | exports made up of bulk goods: ` 
75,001 y dwt are owned by the Australian National Line The effect of this has been to create a large number of empty 
Twoo ithers, owned by the Thomas Nationwide . 2 | containers — which have to be shipped. out of Australia with : 
sport Gre mp 5 bulkships affiliate, are also to be introduced ¿| whatever ballast available — so here it is natural to expect severe 
. | state cutting. Whether firm agreement has been reached with 
горгевв is being made i in some areas, the overall с | Fesco is uncertain at this stage: little detail is available on 
iomy: There is a record amount of tonnagetied —— progress made at the meetings, if any. But not only.has Fesco 
world but the situation is not as clear in Australia, | been wreaking havoc on Asian routes: competition is steadily 
ly two shipping outfits of апу size: government- increasing from other tion-conference lines on Eüropean routes, 
and the bi teel-and-oil group. Broken Hill. Pod from Israel's Zim and the Polish national line. Both 
9»). n ; barked on plans to raise their capacity and services to 
at a time of non-growth in cargo volumes. : 
rks. BHP ha has soldoff. | .' down in world trade levels has also taken much 
essels undercharter, | pressure off the coal-export industry. Due toa number of 
period has expired. . | industrial disputes it was common to see well over 10 bulk-coal 
n dwt, ownsthe —. | carriers anchored off New South Wales coal ports == primarily 
3 1 ol Newcastle = waiting to be loaded, But in only a matter of ; 
р months the Situation has been ee reversed as s Japanese 


у of Australian shippers — a olicy not. 














10 pp n, : 
i d these vessels will be rec ramissio 
. er of this Pos BHP has aray 


engaged i 

grain export 

of the US. “On 
said Capt. Henr 
port. In 1981 an 


n coming out 
rain exports,” 


he noted that nearly 60 million tonnes 
passed through the port region's 11 grain elevators, including 
one newly opened by Zen Noh of Japan. 

Inbound, he said that steel imports — mostly from Japan — 
are off 40% fron гаро, largely attributable to the 
depressed mo the Midwest. Recession thus has 
louble blow: while passenger-car ғ 
ly low this past year aşa result of 
by Japanese manufacturers, the US 
sales over the past few years have 
for steel imports, which normally are 

Orleans for river-barge shipment 
er system into the Midwest. In 

p rowth in steel pipe imports for the 
Offshore petroleu ustry, which is prominent in the Gulf of 
Mexico, have not | 
All in all, 
Asia as 19; 


:. reduced the тедий 
у moved into the p 


ading capacity has been completed at Port | 
ill now enable much faster loading. — 
le world-trade recession is giving shippers 
everywhere cause for concern, in some respects it is offering 
the Australian: гу a rare chance to restructure. Its present 
ilitating against longer-term viability: 
ted that the cost of complying with 
ind other conditions has added over A$20 
million to its rt bill, compared with what it would have 
to pay ifith 0 flag-of-convenience shipping for bulk 
commoditi edi 


Australi 


levels must be reduced, but the 
0 achieve this while avoiding lengthy 
s. It was emphasised with the River - 
ng. Such disputes may become m 


Boyne's commis | 
| eration vessels are introduce 
Tdi Hable” 


commonpl 
the trend t 


pers 


conference members recently agreed on modest rate increases _ 


for most routes operating out of Australia, though the viability 
of maintaining these rates in the face of intense petition 


from non-conference lines may be in doubt. 


Yet not all is gloom within the industry. The gove: ment has 


called for proposals for a replacement for the Empress оѓ . 
Australia, a large ferry which operates primarily between 
Melbourne and Tasmania. In addition, ANL and the New 
Zealand Shipping Corp. (NZSC) are proceeding with plans to. 
form a joint venture to operate a limited service between, 
Australia and New Zealand, at present dominated by Union 
Steamship Co. which recently knocked out its major competitor 
Maritime Carriers. Union Steamship isin an enviable positio 
earning ‘profits greater than ANL from а much more limited 
operation. КАР Bc 

». At present, both ANL and NZSC serve the 

_ Australia and New Zealand on a way-port basi 


asis, but both a | 
. convinced of the longer-term profitability despite the preser 
lump within the industry, which is why their joint plans ar 
eding. | ees E 





‚| enthespo 





THE HONGKONG FLEET 


"The shipping market continues to be depre. 
reached a point where GMH (Grand Marine 
generate sufficient revenue from charter hire | 
obligations as they are presently structured.” > 


Wardley, the merchant-banking à 
and Shanghai Banking Corp. (HS! 
restructuring scheme for this Hongkong s 
neatly sums up the predicament which must n. 
owners. For though GMH is to some extent a spe 
had the misfortune to become entangled within the ill-fat 
Carrian Group, its problems also highlight how the 
grim climate in shipping has produced a devastating im 
asset values. GMH’s net worth is put at 55 HK cents ( 
cents) a share according to thé document, against HK$: 
Carrian's books and its debts at December 31, 1982.at US. 
million against net assets of just HK$100 million at Se; 
30, 1982. To try and sort out this mess, Wardley has 
an injection by creditors of some US$450 million under a 
debt-rescheduling scheme with a final balloon payment o: 
US$191 million in 1993. No decision had been taken on 
proposal at the time of going to press. . M 
Carrian Investments bought up 66.2% of GMH, тай 
i fa th dine Matheson Group in late 
t GMH took on Carrian's own ambitious 
programme at a time when prudent owners 
„меге already beginning to cut di 
ewbuildings have imposed an additional 
on GMH and even now there аге sti 
red from the shipyards. One brig 
antly small bulk carriers whose. 
onislesssevere. . 
rly all owners аге now suffering th 


T he above passage, quoted from a docu 


link with Jap ‹ ( 
had tc /to compete with their Europe. йн 
Xt mark how to get the most out of thei 


dwt. If these 15 were not fixed at far higher charter rate: 
available at the time of ordering, they will now only be.abl 


earn rates way below the break-even cost of financing the 


* 


ucrative rates. prevailing two years ар 


"guarantee that a charterer wil 


have already been several pu 





SHIPPING '83 


known is the extent to which owners have been obliged to 
renegotiate terms to accommodate a stretched charterer. So, 
with no sign yet of any real upturn in the offing, Hongkong 
owners will have to continue to adapt to the changed times. 
That said, the very size and scale of the capital sums and bank 
finaricing involved, make it unlikely that there will be any 
dramatic collapses — just as in the same way bankers' self- 
interest does not allow for a Mexican-style default. Banks 
specialising in shipping in Hongkong can have as much as 25- 
30% of their Hongkong loan portfolio exposed to the industry. 
Banker and owner are, therefore, in the same boat tógether, 
especially as in cases like the HSBC’s relationship with Sir Yue- 
kong Pao's World-Wide Shipping Group where the bank has a 
substantial equity stake in the business as well. 

Based on Lloyds Confidential Index as of March last year, 
World-Wide remains by far the largest Hongkong fleet, though 
it has been shedding some tonnage of late. Pao's total, public 
and private, was some 16.5 million dwt compared with the Tung 
group's 9.5 million dwt. According to the most up-to-date 
figures, World-Wide now stands at just under 17 million dwt 
but that figure includes vessels still to be delivered. It is split 
about 50:50, in terms of vessel units between tankers and dry 
cargo vessels. The Tung fleet is now put at 8.4 million dwt, 
comprising 34 tankers, 34 bulk carriers, 33 container vessels 
and 11 liquefied- 
petroleum-gas carriers. 
But there are another 11 
vessels being built to 
add another 500,000 dwt 
to the fleet, of which 
seven are bulk carriers. 
Of the other major 
owners, Wah Kwong 
had more than 3 million 
dwt as of last March and 
Wheelock Maritime and 
Carrian (including 
GMH) more than 1 
million dwt each. Then 
came International 
Maritime Carriers 
(IMC) with 700,000 dwt 
and Jardine Shipping 
(400,000 dwt). Finally, 
there is the joint 
venture, World-Wide 
Wheelock Shipping Inc., 
the result of their former 
close relationship. With 
about 750,000 million 
dwt, this consists 
primarily of old vessels 
eking out their final days 
on bareboat charter. 

It would be wrong to 
view Hongkong owners 
as a homogeneous 
group. In fact, the 
opposite tends to be the 
case with a minimum of 
communication between 
owners and each looking 
over his shoulder to see 
what the other is doing. 
This state of affairs is 
reflected in the 
ineffectual Hongkong 
Shipowners Association. 
Rather, each fleet has 
its own characteristics. 
The reputation of Pao f 
as a banker-turned-ship- 4 
owner, who built up his 








Another in the World series: the 23,415 dwt. World Crystal bulk carrier. 





émpire through the pioneering of the shikumisen arrangement, 
contrasts with the more intrinsically shipping-oriented Tungs, 
long accustomed to operating their own liner fleets. But if the 
present downturn lasts much longer, doubtless all owners will 
be obliged to increase their expertise in the daily business of 
finding cargoes and fixing ships. This may mean, come the next 
upturn, that they will be that much more confident operating 
spot rather than opting — traditionally — for lower but assured 
rates on period charter. 

But for now the issue is how the owners are coping with a 
depression — the worst in shipping this century — which most 
observers expect to last well into 1985, if not longer. With many 
assets held in private companies, and also because of scanty 
analysis done on the publicly quoted sides, it is difficult to come 
to any hard conclusions on the position of a fleet, an owner's 
overall gearing or full details of the charters. Despite high yields, 
now often in double figures, stockbrokers are still refraining 
from recommending shipping companies and there is very little 
investor interest. 


Overseas Container (Holdings), now renamed Orient 

Overseas (Holdings) — or OOH — have beefed up their 
public sides. Wah Kwong's move proved the better timed. In 
September 1982 it carried out an ordinary placement of shares 
(80 million at HK$2.70 a share: the price on January 21 was 
HK$2.10). The controlling Chao family ended up with less 
than half the placement 
with local merchant 
banks Jardine Fleming 
and Kleinwort Benson 
placing the rest. Two 
months later the Tungs 
wanted to do a similar 
exercise with OOH, but 
by then market 
conditions had 
deteriorated and they 
were advised by Wardley 
that a straight placement 
might not be well 
received. 

Instead, the Tungs 
injected private assets 
— consisting of 
property, insurance and 
shipping (primarily 
tankers) into the public 
vehicle valued at 
HK$1.3 billion 
(REVIEW, Dec. 3, '82). 
Although OOH 
chairman C. H. Tung 
justified the deal in 
terms of diversification 
of assets and 
rationalising the 
corporate structure 
between public and 
private sides, seasoned 
stockmarket analysts 
expressed some 
scepticism. In both 
cases, the controlling 
family was paving the 
way for dilution of its 
own stake during 
troubled times. 
However, a beneficial 
effect of the moves has 
been to reduce gearing, 
which in the case of 
OOH was particularly 
high. 

The question now is 
whether there will be 


|. I: recent months, both Wah Kwong and Tung's Orient 
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If you are involved in multi- 
national trade to or from Asia, you 
recognize the truth of those words. 
You know also that in order to make 
fast, accurate decisions you need 
reliable information. 

That's why it's so good to have 
Citibank handle your trade finance 
needs. Its highly-trained people in 16 
countries throughout Asia quickly 
pull together accurate information 
and have access to Citibank offices ir 
93 countries around the world, 
adding an additional dimension to 
their skills. This means Citibankers 
can wrap up both ends of a 
transaction — fast. 

Foreign exchange, collections, 
referrals, guarantees, letters of credit, 
banker's acceptances — Citibank 
supplies them all, backed bv the 
world's top electronic communicatiotr 
network. 

If you want your field of vision 
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we can see trade opportunities in 
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TRADE REPORT has helped China 
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any moves on the World-Wide front. The OOH proposal, since 
approved by shareholders, came almost a year to the day after 
Pao's failed attempt to merge property company Hongkong 
and Kowloon Wharf — which he controls — with his quoted 
shipping vehicle World International (Holdings). Pao backed 
down after much public acrimony amid a minority shareholders' 
revolt led by the Chaos of Wah Kwong (REVIEW, Dec. 4, '81). 
Any such move for the future was firmly ruled out by Pao's 
son-in-law and vice-chairman of World-Wide Shipping Agency 
Ltd (Hongkong) Helmut Sohmen. *We have no plans to go to 
the market as there is no need," said Sohmen, adding that loans 
had been substantially pre-paid during 1982 so reducing total 
borrowings. Befitting a cautious management policy, he also 
said that no new vessels had been ordered for 18 months. Old 
tonnage was being sold off and existing commitments could 
easily be financed by income earned from the existing fleet. 
Such confident assertions contrast with the horror stories 
that can occasionally be heard concerning Pao's exposure in 
the large tanker market (REVIEW, Jan. 29, '82), one of the 
crucial points being whether long-term charters on these vessels 
are as staggered as Sohmen asserts. Nonetheless, bankers 
exposed to World-Wide do not seem concerned: the way 
opinion divides about the group's fortunes can be illustrated by 
ship-brokers differing reactions to Pao's recent decision to put 





Sir Y. K. Pao in action: with Prime Minister Margaret Thatcher, at an English launching. 





up for sale a 250,000 dwt ore/oil tanker World Truth with a 
charter attached with two years to run. The rate is US$1.40 a 
month per dwt compared with a market rate now around 60 
US cents per dwt. One broker contacted interpreted this move 
as dictated by a need to raise funds. Why else, he asked, would 
a vessel be sold with a charter attached? But another viewed it 
as a shrewd move: attaching the charter was the only way to 
make the asset attractive in present market conditions. 

Despite the pervading gloom and doom, one owner who 
seems to be relishing the future is Wah Kwong's Frank Chao. 
He is confident that there will be a pick-up in the bulk market 
towards the end of 1984 which will gather pace the following 
year. If so, Wah Kwong will be well positioned as it was an 
aggressive orderer in 1978-79, virtually doubling the size of its 
fleet. In fact, Wah Kwong was the first major Hongkong owner 
to order and hence fixed at the best charter rates before the 
market dropped. Chao now estimates the fleet at some 5 million 
dwt, reflecting the number of ships delivered since last March, 
while there are still six more vessels due for late delivery this 
year and next. He said that all newbuildings are chartered, save 
one SD14 multi-purpose freighter ordered at an extremely 
competitive price from British Shipbuilders. The vessels are on 
five-year charters and Chao commented: “Our position is 
probably more secure than other owners. If they found business 
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А SHIPPING '83 


before they ordered there would be no [industry] recession." 

That may be, but just because a charter is fixed does not 

guarantee in present conditions that renegotiation, if not 

outright default, can be avoided. And Chao does concede 

that charterers had recently caused problems with-two 

vessels. : А 
One example of default came last autumn when Danish 

charterer Nils Bang suddenly disappeared and his company H. 

Bang & Co. defaulted. Bang had passed through Hongkong a * 


* few months earlier and succeeded in wining over a number of 


owners by attractive rates he was offering, despite the fact that 
he had a previous history of default. GMH had three charters 
with Bang-controlled operations — though one had not yet 
been delivered — World-Wide two and Wah Kwong one. 
Another case of default is now the subject of a multimillion US 
dollar claim. Early last year Jardine Shipping took delivery of 
the 30,000 dwt products-tanker Eastern Thistle. The vessel was 
secured on a seven-year charter but the prominent Greek 
principal involved pulled out to Jardine's anger and amazement. 
The vessel was to have been taken on charter by Liberian- 
registered Metropolitan Ocean Freighters Corp. Such incidents 


Frank Chao: relishing the future. 





are undoubtedly on the increase and it is generally agreed in 
shipping circles in Hongkong that Europeans are the more likely 
to default on charter commitments when the market goes 
against them: relationships with the Japanese are far closer and 
terms tend to be renegotiated behind closed doors. 


Panamax-ordering boom of 1980 was Wheelock 

Maritime International. On March 23, 1982 Wheelock 
had 20 vessels in its fleet of 761,516 dwt. At the same time, no 
less than 12 bulk carriers were on order representing another 
569,700 dwt. Some of these have now been delivered. These 
orders tend to be high-specification fuel-efficient vessels, 
representing some of the most technically advanced tonnage in 
the Hongkong fleet. Unfortunately the Panamax market is one 
of the most overtonnaged and spot charter rates are now way 
below the break-even cost of building and financing the 
vessels. 

One broker estimated that Wheelock currently had about 12 
vessels operating on the spot, including several of the 
newbuildings, but if fuel costs should suddently rise, prospects 
for these vessels could improve dramatically. But for the 
moment Wheelock will just have to sit it out. Announcing 
sharply reduced earnings for the six months ending June 30, 


B Wah Kwong, another active participant in the 






























































for the year because of poor earni 
тезеп market conditions and heavy interest charges associated. 
/ith the newbuildings programme. 
One option open to Hongkong owners trying. to ensure better 
employment on spot operations is through European bulk- 
‚carrier pools. For example, Wheelock has linked up with a 
. company in the Kristian Jebsen Rederi Group based in Bergen 
(Norway) in the joint-venture Pacific Norse Shipping. 
 (Pacnorse)" The theory behind such arrangements is that the 
European side is closer to the сагро апа so can obtain the 
ontracts while the East Asian owner offers cheaper running 
costs than more regulated European fleets. 
< Although the 50% Pacnorse.share lost Wheelock an 
ttributed HK$8.3 million in Wheelock Maritime’s latest 





troubles. In September 1981 Carrian acquired eight bulk 





Jardine's Anniversary Thistle: Eastern Thistle had problems. 





гсаггіегѕ from Pacnorse for US$131 million payable by 
_ instalments to September 1982. Thesé were then bareboated 
Баск to Pacnorse for periods of three to five years. ` 
According to the Wardley document on GMH, the final 

"purchase payment of US$98.25 million was duly made last 
September. But, the document adds, GMH has now beem 
approached by Pacnorse with an “informal proposal" whereby 
. Pacnorse would re-purchase the eight vessels on deferred = 
payment terms that “would be mutually beneficial to both 
parties." GMH has deferred consideration of this offer. 
_ (Another Hongkong owner involved in a European pooling 
rrangement is Jardine Shipping; in its case with two related 
Norwegian companies, Gearbulk ánd Bulk Trading : 

О. 
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Ог“ has been. developed by t ІМС” chairman Frank: 
Tsao. Mindful of growing trends towards nationalism 
ation schemes = increasingly 
s operating under flags-of- - 
e-years forged links with Asean 
le; deputy chairman of Malaysia 
- and also has links with Thailand, 
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countries. He is; for 
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the. past to operate actively on the spot market wher. 


interim report, the joint venture could now benefit from GMH's 












built ира reputation, though at present most vessels are оп 
short-term charters of six. months to a year with only three on: 
spot, according to an IMC official. 

Tsao’s philosophy was outlined in an interview with: Lloyds 
List last November. Citing the unreliability of many charterers, 
he remarked: “If we trade by ourselves we can avoid this kind 
of trouble." Another factorin IMC's favour is that itis relatively 
cash-rich for a shipping company. This allows it to finance its, 


-p shipbuilding in a rather unconventional manner: an export- . 


import loan for, say, 80% of the cost of the vessel. may be taken 
out with the rest paid up. The equivalent of the loan is then.- 
deposited ina commercial bank, the interest from whichexceeds 
the cost of servicing export-import finance. 

¿But most owners are not so fortunate. and reschedulings, 
moratoria and other... 
banking expedients seem 
. likely to remainthe order 

of the day: those looking 
for signs of an upturn 
remain pressed to cite 
hard evidence. Indeed, 
the Shipbuilders 
Association of Japan, a 
body with.a vested 
interest in encouraging 
new orderings, came out 
last year with a 
projection that tanker 
supply and demand 
{ would only balancein ` 

the second half of the 
decade while’ | 
> overcapacity in the bulk 
| market would persist for 
| another five YEATS: oo. 

These estimates are. 
based on (ће assumption 
of 3% annual growth for 
the rest of the 1980s. Nor 
|, was any relief provided 
"Бу the latest figures 
|. released by the General 
| Council of British. 

Shipping. November © 
1982 was the sixth 
successive month with 
record lay-ups withthe 
tonnage involving 12% of world shipping, breaking down into 
17% of the world tanker tonnage and.6% of the world dry-cargo 
tonnage. Liberia, with which alarge propority of Hongkong 
ships are registered, continued to have the largest tonnage laid 

up — 19.8 million dwt or 150 vessels. 

There is therefore, more than án outside chance that the bulk- 
carrier market will disappear == to borrow the graphic 
expression of one broker — just as the tanker market has. This 
will prove the case if thére is no pick-up in world trade, the 
crucial statistics being Japanese ore and coal imports. In fiscal 
1982 the Japanese steel output is expected to be down 7 million 
tonnes from the original projection. This translates into more 
than 18 million tonnes of cargo, an amount which would keep 
40-50 Рапатахеѕ busy operating for a whole year. 

So, bankers’ commitment to. this most cyclical: of industries is 
going to be put to the test. Yet for the largest owners the very 
severity of the present downturn may in itself create'fresh 
opportunities. To quote from a.speech made; appropriately,. 
by HSBC chairman Michael Sandberg to a Lloyds Register 
dinner in November: "Inthe next 12-months the key issue 
appears to- be short-term survival and some owner: ау not 
survive. Those that. do, to borrow Darwin’ s theo! 
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Lambert's Worldwide Government Di- 
rectory 1983. Lambert Publications, 
Washington.:No price given. 


THE trick in publishing a'successful refer- 
. ence book is to get it right first time; Then, 

; the argument. goes, you face only the 

=<: much easier task of updating every year. 
-t But that was notenough for theindefatig- 

гаме Lambert Publications. Having pro- 
to duced a marvellously compendious refer- 
«cence book (including such ésoterica as the 
telephone numbers of world leaders, and 
how to address them), е1983 edition in- 
eludes yet more information, running to'a 
^massive 972 large-format pages as against 

779 last year. 

As an example of the sort of expansion 
its compilers have done, take Nepal. In 
x the issue published at the end of 1981, it 

listed head of state, ministries, defence 
forcés, legislature, supreme court, central 

ank, the national trade organisation and 
| il. Corp. This year мни 
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end-1982) it includes all of those, but also 
gives names of deputy ministers and many 
others; plus no fewer than eight state au- 


thorities and organisations — and the 


police chief, 

Each country now includes a definition 
of its currency and its national language; 
plus dates of forthcoming elections, if any 


are due. The list of international and Ünit-: 
ed Nations organisations also goes into far 


greater detail. 

Of course; in this fast-changing world, it 
is very difficult to keep a yearly reference 
book of politics up to date. For example, 
the. Japanese entry is completely out- 
dated. But Lambert's at least. does its best 
here, putting the date of information at 
the head of each entry. And even there it 
has done better than the previous year, 
when the majority of entries were from 
January and February 1981. The latest 
issue. has information dating from March 
or April 1982 in most cases; but in some Bt 

ent as June. 
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local level, made possible by the Chinese © 
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foreigners to receive provincial news- 
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Major banks are heavily exposed to Third World borrowers 


Japan's debt shokku 


By Hikaru Kerns 


Tokyo: The unfolding of the international 
debt crisis has shocked Japanese banks. 
They have not generally been as reckless 
as American or some European banks in 
acquiring lending exposure in risky coun- 
tries. Yet the prosperity of Japanese 
lenders has suddenly become tied to the 
fortunes of large borrowers from develop- 
ing countries. So far, their exposure has 
not been revealed in their profit-and-loss 
accounts, but a unified programme of debt 
write-offs is likely to be approved later this 
year. 

Since early 1980, the Japanese have 
competed aggressively in overseas loan 
markets leading to what an official of the 
Bank of Japan (BoJ — the central bank) 
described to the REVIEW as a “tremend- 
ous increase in Japanese banks' external 
banking and syndicated-loan activity." 
They made the same assumptions as len- 
ders from other advanced countries — 
that sovereign countries did not default 
and that the natural resources of develop- 
ing countries, especially oil, were safe col- 
lateral because of rising prices. 

Furthermore, loan demand in the 
domestic Japanese market was sluggish, 
making the profitability of domestic loans 
comparatively low. The government had 
also liberalised foreign-exchange laws, 
opening the way for relatively unrestricted 
overseas commercial lending. Much of the 
lending that ensued was to private firms as 
well as to governments. Japanese banks' 
total overseas medium- and long-term ex- 
posure was the equivalent of US$58 bil- 
lion as at the end of September 1982. 

As latecomers to the arena, Japanese 
banks slashed margins to win clients — in 
some cases to below 0.375 of a percentage 
point above the London inter-bank of- 
fered rate (Libor) and with additional in- 
centives built in — especially in Latin 
America. When the threat of defaults 
began to loom large in the autumn of 1982, 
the Japanese banks found themselves in 
the same predicament as their American 
and European counterparts. Slow to take 
the initiative, they followed the leadership 
of the Ministry of Finance (MoF) and BoJ, 
which were much more directly commit- 
ted to cooperating with the rescue opera- 
tions then being put together. 

The Japanese now believe that the im- 
mediate danger of a banking crisis has 
been overcome. But they remain uncer- 
tain whether the fundamental problem is 
one of liquidity or solvency. The states of 
health of the lenders and the borrowers 
are now so closely interconnected that 
many analysts prefer to believe that short- 
term financial arrangements, coopera- 
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tively,and properly executed, will prove 
all that is needed. Such measures will give 
borrowers enough time to improve their 
economies so that, eventually, they can 
repay most loans — the premise being that 
a general upturn in the world economy 
will occur. 

Only a few countries are regarded with 
little hope: for example, Zaire and North 
Korea. Negotiations with Vietnam have 
also been deadlocked since the country 
stopped payments in 1981. Others, such as 
Mexico and Brazil, have to be saved, not 


jety. 
only for the sake of the lenders' own wel- 
fare, but also so that they are not necessar- 
ily crippled by inflexible or debilitating 
political systems. Their natural resources 
are still an asset, though their value may 
have fallen. There is, however, an under- 
lying anxiety among Japanese bankers 
that the series of acute crises in Sep- 
tember-December 1982, when bankers 
improvised one stopgap measure after 
another, will recur periodically in differ- 
ent and possibly more harmful forms. 
The character of Japanese banks' over- 
seas-lending exposure differs in some re- 
spects from that of American and Euro- 
pean banks. Because of historical ties and 
national trade interests, the Japanese 
never entered certain areas on a large 
scale. This low-profile approach can prove 
felicitous, most notably in the case of 
Bolivia and many African countries. At 
the same time, the Japanese lent roughly 
US$150 million to Vietnam, according to 





Tokyo banking district: underlying a 


the Nihon Keizai Shimbun, and smaller 
sums to Cuba and North Korea — coun- 
tries which the United States has embar- 
goed. Japan’s exposure to the East Euro- 
pean bloc is much smaller than that of the 
European and American banks. But the 
Japanese appear to face the same prob- 
lems as other lenders in Mexico, Argen- 
tina and Brazil. 

Japanese bankers have also lent more 
often in joint-venture ог. trade-related 
deals than the Americans and Europeans. 
Loans were made by companies in the 
same industrial grouping as a bank. By 
contrast, American banks tended to 
evaluate deals on an individual basis, rely- 
ing more on pure financial analysis. 

Japan’s general-trading companies or 
sogo shosha are relevant in this respect. 
For example, Mitsui and Co. financed the 
risk in the case of its refinery project at 
Bandar Khomeini in Iran (REVIEW, Sept. 
3, '82). The suppliers’ credit provided by 
trading companies in such projects should 
technically be included in the total of debt 
outstanding. However, all such credit is 
covered by export insurance guaranteed 
by Japan’s Ministry of International Trade 
and Industry, or Miti. Thus the Japanese 
Government is liable. 


uch suppliers’ credit is at any given 

time an enormous figure. Data avail- 
able for overseas investments and loans 
(though not broken down among indi- 
vidual companies) made by the nine major 
trading houses as of March 1982 show a 
total of ¥1.11 trillion (US$4.69 billion), 
according to the corporate and economic 
research department of Mitsui. Yet, even 
if a string of defaults occurred, with debt- 
ors freezing payments to banks, analysts 
say much of the suppliers’ credit would be 
paid, simply because it is connected with 
trade rather than investment. 

In Japan most of the international expo- 
sure, according to government officials 
and bankers, has been limited to the large 
city banks plus the Bank of Tokyo and the 
Industrial Bank of Japan (IBJ). This is in 
contrast to the American experience, 
wherein many relatively small regional US 
banks have become dangerously exposed 
through major syndications. The Bank of 
Tokyo and IBJ had been in keen competi- 
tion to develop their international busi- 
ness, and may be placed in the most pre- 
carious position if massive defaults even- 
tuate. 

Japan could have been spared the worry 
of these potential lending losses if only the 
government had controlled short-term 
lending (of less than a year) in the same 
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to Nihon Keizai fi 

Exactly how.n 
countries to i 
tions? Such figure: 











Mexico owes a total of н 
lion worldwide, of which some US$10 bil- 
lion is due to Japanese banks. (Signifi- 

cantly, this figure nearly matches the 

Nihon Keizai figure of US$9. lion for 
| Japanese loans to Mexico 

Other big borrowers include Brazil, 
with US$6.2 billion in medium- and long- 
term debt and US$2.5 billion in short- 
term debt, according to Nihon Keizai. 
Argentina owes Japan US$4 billion, half 
of which is short term; and Venezuela 






lion is short term. The Philippines is the 
next-largest potential problem borrower, 
with US$2.4 billion outstanding and short- 
term loans at US$900 million. Poland has 
borrowed about US$500 million from Ja- 
panese banks, all in medium- and long- 
term loans, while Romania's debt is 
US$300 million (only about 10% of which 
is short term). Most of the other loans to 
East European-bloc countries are also 
medium and long term. Czechoslovakia 
owes US$480 million, Hungary US$1 bil- 
| lion, Yugoslavia US$580 million and East 








The Bandar Khomeini praject: the government is liable. 






tial. But a “proximate picture," says a 
high-ranking government source with 
daily access to the actual numbers, can be 
gained from the unauthorised data pub- 
lished by Nihon Keizai. He added: "They 
[the figures] were a leak." 


t should be noted that a government offi- 
г Mcialata different department has angrily 
denied the validity of the Nihon Keizai fig- 
utes, saying the newspaper should never 
have published them and that the actual 
figures were lower. Supplementing the 
“newspaper’s figures with statements from 
government aüthorities with direct know- 
ledge of the statistics probably gives a fair 
idea of the true picture. 
“About 30% of the total loan assets of Ja- 
panese banks are denominated in foreign 
currency, a government official said. This 
includes money-market facilities апа 
loans to Organisation for Economic Co- 
zo operation and Development member-na- 

: tions. Japanese banks' exposure to risky 
‘countries is not imminently dangerous but 
he amounts are still substantial. For 
je, according to the same source; 

















Germany US$1.3 billion. The Soviet 
Union has US$800 million in debt out- 
standing to Japanese banks. 

Total loans by Japanese banks to poten- 
tially risky countries, including the above, 
amount to US$37 billion. This compares 
to the approximately US$52 billion which 
the US has lent to Mexico, Argentina and 
Brazil alone. The vast majority of the 
loans were in US dollars and Japanese 
banks have often led loan syndications in 
recent years. Total Japanese US dollar 
loans overseas — including those to such 
countries as Italy and Spain — amounted 
to US$48 billion against yen-denominated 
loans of ¥2.8 trillion. US dollar loans to 
developing countries alone were US$26 
billion compared to yen loans of ¥1 tril- 
lion.as of the end of September 1982. 

Japanese banks have (at the MoF's in- 
sistence) matched the maturity of their 
Eurocurréncy funding more closely with 
that of their lending in recent years and di- 


versified the sources of their funds in: 


order to avoid a repeat of the squeeze they 
suffered when Eurodollar borrowing rates 
were bid dup against them after the 1973 oil 
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and New York to issue US doll, 
cates of deposit of up tothree 
as taking deposits fro 
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tion of the yen. It was als 
таке уеп: loans until the Foreign 
change Law was amended i 


1979. The Export-Import Bank, h 





has lent exclusively in yen 
reduce foreign-exchange. risks. 
ficers. It is also a government 
so does not need to а 

lations applicable 

The Exim Bank's di 


each country, though it h 
trading firms with credit to Mexico 
billion, to Brazil of ¥280 billio 
Argentiria of Y30 billion. But the 
rect loans; are at the traders’ risk and 
covered by Miti's export insurance 
For the moment the rescheduli 
loans and the potential defaults һа 
technically affected Japanese banks 
fits. This iss because, unlike their US: 
terparts, J apanese banks have not t 
to set aside loss provisions. They с 
even classify any of the loans às “i 
ful." Moreover, they are unlikely 
until the government feels it is t 
There is ag reement — again on t 
ernment's initiative — that any writ 
should be тпайе in a coordinate 
unified way. The MoF has the diser 
ary power tc: allow tax benefits on 
write-offs, a factor which some о 
banks involve d have begun to look 
МОЕ official estimates that some fo 
unified write-off might be worked | 
the next six months. 
Meanwhile, Japanese banks, like: 
lenders, contin ue to receive interes! 
ments — the i-escheduled loans usu 
carry a higher interest rate in addi 
other fees. But t he banks must also 
bute to the nevi loans required to 
some of these co untries afloat. One 
lem has been the proposed loan for Br: 
which offers lenclers only 0.5-0.625 « 
percentage point over Libor. Jap 
negotiators: have reportedly bee 
nate in seeking a Ic wer participation qt 
for Japanese ban ks. But the Jap: 
Government has p roved fully cooperati 
with regard to pr oposals for increa 
funding of such inst itutions as the Intern 
tional Monetary Fu ind. 
Japanese banks y vould naturally like | 
withdraw funds frorn risky countries as. 
payments are made and pursue 
tremely cautious leriding policy i in f 
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EVELOPMENT 





Раш Quinn-Judge 


nomic development laid down by 
s Fifth Party Congress in March 
em to have passed a criacialtest. 


ational Assembly late last December 
Van Kiet, the deputy pr'ime minis- 
п charge of planning and the politburo 

ber той closely identified with the 
policies, paints an unusua Пу positive 
ure of a record grain harv est, targets 
Hfilled or exceeded and of "raew.and ex- 
mely significant changes іп all. do- 
ns." 
det proposes more of the same for the 
t few years. "Food," he told.a Viet- 
mese interviewer in Janu ary, "is item 
ne on the agenda." Then co me consumer 
ods and increased overall, exports. The 
y elements of the disas trous. 1976-80 
heavy industry and socialist trans- 
rmation — will continue to play only.a 
porting role. Collectivi sation of farm- 
nd in the Mekong Deltei, for example, 
ill move ahead, but grad ually. By 1985, 
et said, the creation of production 
ams — the lowest leveli of collectivisa- 
m — would be "fund amentally com- 
ete" throughout the south. Four years 
ago the two politburo m 2mbers in charge 
Of agricultural collectiv isation, Vo. Chi 
в and To Huu, had alled forthe same 





mained committed to its mor ! 
ally socialist. tene:ts. Disagreement 
economic paths rc :sulted in the party 







ns" for the next five years instead. of 






pa 


tewards of modest 
n unambitious approach. and the use of incentives 
duce badly needed gains for Vietnam | ETE 


ngkok: The policies of gradual, mod- 


| have been new financial incentives, par- 


report on the economy presented to | 


, tives such as piecework are thought to. 







ful to point out,:is an increase of about 1 
“million tonnes over the average govern- 
ment procurement during the 1976-80 
plan. The obscure-sounding statistic hides 
ап important political point: the govern- 


‘conven- | ment-acquired food goes largely to party 





ngress hearing only "general direc-: 

f: | ing standard and morale — both. already. |: 
ing the usual resol ution laying out the. ep 
economic plans for th e next five years. A T. 








































particular source of contention seems to 


ticularly the so-called contract system 
where peasants or workers contract with 
the state to produce a certain quantity of 
crops or goods, and are allowed to sell the 





. Surplus either onthe open market or to the 
| government at much higher prices: 


The contract system and other incen- · 


have been the work of опе of Kiet’s per- 
sonal advisers, perhaps a non-communist. 
The system has, however, been vindicated 
by results, and informed sources say that 
opponents of the changes are, for the mo- 
ment at least, quiet. The 1982 grain har- 
vest of 16.3 million tonnes was, Kiet told 
the assembly, both an all-time.record and 
the first time ever that the target for food 
production had been exceeded. The figure 
— 80% of it rice, the rest wheat or corn — 
is almost 8% higher than in 1981, and a 
13% increase'over 1980. During the 1976- 
80 plan, by contrast, production averaged 
13 million tonnes a year, rarely grew faster 
than the country's birth rate (2.496); and 
actually declined in-two successive years. 


he government's share of the harvest 
has also increased considerably, Kiet 
says..In 1982itacquired2.9 million tonnes, 
about 18% of the total. This, Kiet is care- 









cadres, government officials and others 
whose. incomes. have not been boosted by 
the new incentive system, and whose liv- 





low — have declined further recent 


The government's increased si 


“important road-transport - 


287,000 tonnes of rice abroad 
t. probably, for Cambodia. In: 
faod imports declined to 17% 
th /9 level, Kiet told the assembly, 
. And.this year, Kiet announced, Viet- 
nam. hopes to be self-sufficient in-food- 
grains for the first time since. World War 
П. The target is 17 million tonnes — 14.3 


. million tonnes of rice and 2.7. million ton- 


nes Of other cereals. Ву 1985 the governs 


, ment plans to be producing about 19-20 


million tonnes a year and to be building up 


г achealthy, surplus — though Kiet did not 
_ say how this surplus would. be stored and 


protected... Other key areas did. well, Ex- 
ports — including cinnamon; ground- 
nuts, canned vegetables апа fruit, 
shrimps, fish, wood, rubber, leather and 
bamboo goods — increased by. 27% over 


1980, Industrial crops such as soyabeans 


and rubber surpassed their targets..^ e 
One reason for the success of the cur- 
rent plan is its inherent modesty.. The: 
targets for 1985 laid out at the. 1982 party 
congress — До which Kiet is sticking 
closely — sometimes do not reach. the 
admittedly unrealistic targets set forthe - 
1976-80 plan. The leadership in 1976 call- 
ed for 21 million tonnes of grain by 1980. 
The reality was 40% less. In 1976 they call- 
ed for 300,000 tonnes of steel by.1980; the 
latest plan is for 70,000 tonnes by 1985. 
, But the main reason for the improve- 
ments, Kiet suggests, is the series of new 
government policies. More freedom of ac- 
tion has been given to the lower echelons 
of government; more importantly the con- 
tract’ system. and the “introduction, of 


_piecework has “stimulated everyone to 


work with énthusiasm, to use their initia- 
tive and has promoted increased produc- 
tion.". Although the improvements. are 
only a beginning.: "they clearly indicate 


» the realism” of current policies, Kiet says, 


"and throw light on the way to help the 
economy overcome its difficulties." 

The difficulties аге still immense. Kiet 
speaks, for. example, of. increasing the 
crop yield per hectare from its 1982 aver- 
age of 2.4 tonnes to more than 2.7 tonnes 
by 1985. There are plans this year to ex- 
pand the cultivation of high-yielding rice, 
to 1.5-1.8 million ha., or 30% of the total. 
The country. is, however, desperately 
short of fertiliser — a legacy of China's de- 
struction ‘ofthe apatite (calcium phos- 
phate) mines in. 1979 ~~ as well as insec- 
ticides and herbicides. . л 
Even when Тоой is produced, the gov- 
ernment still faces massive: problems in 
transporting it to other parts of the coun- 
try. While. the chronically slow docks im- 
proved in efficiency this year (thanks 
again to the new. incentives, it would 
seem), road transport:did not move for- 
ward. Referring in. his report to the all- 
ystem. linking 
the Mekong. Delta, which-produces half 
the country's псе, to the rest of Vietnam, 

i і d laconically that they "tried 

















































plar ous he goverr 
for the next few | alc start producing crüde oil fi 
tional Assembly € d | Vietnam's continental shelf by 19 
i | however, is less spécific. In coming years, 
| he told the National Assembly, Vietnam : 
f | would continue its oil and gas cooperation living conditi 
| programme with the Soviets and would 
two years, acc to Wes | “establish an overall plan for the industrial . more needs to bed 
sources calculate '5 | development of oil and gas inthe’ Уџпр 
proven coal reser lion tc s | Таш area: [southeast of i i 
would last another 25 City]." 
wu Soviet support for the present 
new coal-fired po: nomic-development ргоргатпіе is some- 
ly capable о ,000 kw. is | thing of an enigma. The Soviets: have. 
being built with c at Pha | made no secret oftheir unhappine 
Lai, in northern сете to what they term Vietnam's ineffi 
running behind е Inte of aid, but there is no sigrisofar of any de- ` 
tional Monetary | crease in'Moscow's assistance. A protocol 
tion was due ta be signed in Hanoi іп December 1982 pro- | blems of prices and sala 
year. Kiet told ever, | vides for a 30% increase in Soviet exports lected, must Us solved 
i =- inclüding heavy machinery and raw ma- } 
terials — to Vietnam this year: 
On the other hand informed soürces in At the same time, long-standing 
Vietnam report a significant спапреіп the ences between north d sou E 
pattern of aid flow: rather than providing 
p | : | an overall aid budget synchronised with | in the Mekong Delta itt the south i is ex 
:electric project; i "its third | Viettram's five-year plan, the sourcessay, | lent. Whereas in spring 1981 Hanoi г 
E year, with 120 000 ; Moscow is giving aid оп a project-by-pro- | dents lived in misery, they no 
ject basis. This could perhaps enable Mos- | in poverty. But they are still 
| cow to monitor aid use more effectively. It | worse off than southerners. It 
would probably explain why Hanoi has | south that liberalisation of retail trad 
still not published a full five-year plan — | small industry and the provision of inc 
Another importan aspect | Vietnam- | Kiét's report, forexample, lays out targets | tives for farmers have had the great: 
| ese-Soviet economi cooperation, oil and } for this year and eves to strive for” up to | pact. Consumer goods are available 
1985. lative abundance andat prices andq 
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Following the unprecedented success of the first Offshore China ‘81 Exhibitiod and Conference, Offshore Contact: 
China “83. will be held when the first Chinese concessions. will have been awarded and the оп companies Mr CT; Wee oo, 

“Will have started drilling, The show wii be even тоге ambitious than Offshore China ‘81. Over 3,000 Suite 1005, tO/E. World Trade Centre. 
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state of China's offshore exploration 
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Mekong Delta. Today, it does not 


| touch more than 10-12% of the rice fields 
















hey were at the commune level, rou ing 
ive or six villages; nowthey are only atthe 

age level, that is about 360 acres." 
Peasants in the north nowsell their surplus: 
to the state at prices оран to уе 


ree-market level. 
A system. of piece-rate. wages, covering 
40% of workers in the spring of 1981, 
as now been extended to almost the en- 
е country. A worker typically earns 
g 400-800. per- month... (Officially, | 
Do : lis worth 10 US cents. Onthe black 
rket, Dong 100. fetches US$1.) The 
ЧУЙ servants constitute thé poorest. class. 
"Their wages, due to various bonuses, have 

































ear. An average cadre makes Dong 150 . 
per month, a teacher Dong 200; and a uni- 
versity professor Dong 300. 
Moonlighting . is widespread, and 
hough forbidden in theory, it is tolerated, 
n Hanoi men devote. themselves, for 
mall sums, to painting, electricity repair, 
jumbing, carpentry or shoe” repair. 
men mend clothes, knit or sew gar- 
ments (should they own a sewing . 
achine, which costs at least Dong 6,000). 
orth of Hanoi's Petit Lac, in the nar- 
picturesque streets, orice the city's re- 
ail trade centre, there are now some 360 
"free" shops, selling at very high prices 
mediocre-quality consumer goods: a 
| primitive electric stove at Dong 80;.a thin. 
pullover Dong 140; a soldier's pith hel- 
met, much used by civilians, Dong 50. А 
‘ast Dong 500 is needed fora jacket with ' 
hick woollen lining, а must. in Hanoi 
here the temperature in the: evening may 
О down to 3-4C in December and 
anuary. A new pair of sunglasses, a fad. 
mong the Vietnamese, «costs Dong 
50. 






























. The monthly ration of cereals for the 



















over spring 1981 when the ration of rice 
„was 3-4 kgs, the rest being supplied in the 
„form of wheat flour or even cassava. The 
monthly ration of meat for the average 
rker is 1 kg., and that of- ‘sugar 700 


















"Free" pricesare ехгёше high: Dong 
or 1 kg. of rice, Dor Ог 





fabrics, for їй. bh 
is in theory 5 ms, but inp 
exceeds 3 ms. 

Thing are very different in the south. 
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stance, there: һаѕ Бееп a considerable in- 








ple. have some money:to spare. The films 







‘one called Mission in Kabul. 





21 following the, invasion of Cambodia in | 
1 1979. Reserves of hard currericies are esti- 


|: ture (for convertible currencies) has been 
|. practically .static. Separately, Vietnam 
Вай run up debts totalling US$1.6 billion., ; 


im the delta. Moreover. the government - 
buys the major share of the Paddy crop at 
very attractive prices; 

: The change is readily apparent. Fori in- 


crease in the numbet of private cars in Ho 
Chi Minh City. There are also thousands 
of motorcycles. Queues as early as 9:30 
алп, at every cinema indicating that peo- ` 


аге Vietnamese and Soviet, among them 


As. well:as the innumerable hawkers, 
there are. tens of thousands of private 
shops in the, сиу, All sorts of Western- 
made consumer goods are available, sup- 
plied either by sea, by hundreds of tons of 
monthly air-mailed. parcels or to a lesser 
extent by smuggling. . 

This is-supplemented by.a.variety of 
locally made: goods, of far better quality 
than those produced in. Hanoi. Prices of 
consumer goods i in: Ho Chi Minh City. are 
lower than in Hanoi, but foodstuffs are far 
more expensive: Dong 10-15 а kg. of rice 
and Dong 100-150 for a kg. of meat. Wives 
of cadres and civil. servants, low. and 
medium ranking, have also: entered pri- 
vate business in order to ensure that their 
families survive. 

. In Hanoi, some high-ranking officials 








ging small 
private trade or industry: was a wise one. 
But.the enforcement terms’ were mot 
clearly enough defined. А number of pri- 
vate enterprises in Ho Chi Minh City have 
no scruples. They do not hesitate, for in: 
stance, to misappropriate yarns produced 
by state textile mills and use them to-pro- 
duce linen and towels. Even ‘worse, some 
state plant workers are using state-o 
raw materials and state electric pow 
make other goods than those supposed to 
be produced and sell them. to the freen mar- 
ket. 

"Now we are going to tighten the Screw. 
State plants at Ho Chi Minh City will be 


















“under very strict control. As for private 


small factories, they will notbe permitted 


‚ to purchase raw materials just anywhere 
| and at any price. Moreover they will have 


to deliver a share of their production to 
the state trade organisation in órder to cut 
down prices at Ho Chi. Minh City and in 
the southern part of Vietnam,” =; 

The relative liberalisation of agriculture 
in the Mekong Delta does «not. seem 
threatened, judging from remarks from 
Vien. “The problem is to transport rice to 
central and north Vietnam. One of the big 
mistakes of the 1976-80 plan was.io neg- 
lect communications, especially sea trans- 


4 port, to concentrate ourselves on too ex- 


pensive huge industrial projects," "mg. 





Hard-pressed 
Tt spots. 


Aid cuts and past mistakes 
exacerbate Vietnam's 
fiscal problems. »" 











Напоі: Vietnani' 8 fusis: remain in лан. 


ters, the result of unrealistic economic | 





policies in the recent past and the cutting. 
off of aid from the non-communist world 


mated at a meagre US$10-16 million. 

According to an International. Mone- 
tary Fund report, however, the country.- 
had outstanding debts in early 1981 of. 
US$1,06 billion in convertible currencies ` 
to official creditors. Private creditors were 
owed another US$318 million. Among 
Vietnam's...major. convertit -currency 
creditors were Iraq, France, geria апа: 
Japan: Since 1981, howéver, the debt pic- 








in non-convertible currencies. . 
Contributing hugely to the problem was 
the disastrou: 












IS, omic plan ul 1976-80. | teri 
‘In late. 1979 the utho TER 
" x. ; de 


the chairmanship of the State Planning 


; Commission in February 1980 and left the - 
_politburo during the fifth congress of the 


communist party in March 1982. Exacer- 


bating the. problem was the cut-off in aid 


from the non-communist world. Such aid 
had, amounted to more than US$2 billion 


"from 1975 to late 1978, of which US$740 
| million was in the form of grants. After the 
| invasion of Cambodia, only Sweden and 
‘France gave aid. Sweden goes on con- 
‘tributing annual. grants’ of more than 
1765580 million. France has signed a new 


protocol for a loan of Бїт 200 million 
(05828. 8 million). Other Western coun- 


tries limit themselves to completing pro- 


jects undertaken before the invasion of 
Cambodian. Furthermore, assistance from 
international’ institutions, amounting to 
US$625. million. over 1975-78, has de- 
creased drastically since 1979. 

According to the Hanoi.Chamber of 
Commerce, Vietnam's exports in 1982 
totalled US$430 million compared with 
US$369 million in 1981. The leading ex- 
ports in 1982 were handicraft and light-in- 
dustrial goods, valued at US$240 million; 
agricultural: próducts, valued at US$86 
million, and coal, valued at US$43 mil- 
lion: Imports 

lion in. 19 
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specialize in growth. 
Kobe Steel offers a full array of projects, products and services that 
M 9 help countries grow, develop and prosper in a big way. 
Pe Like starting from scratch and creating plants. $ AK 
S Furnishing technological know-how. 
Or supplying the essentials for growth industries. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 
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Introducing Bangkok's 
largest hotel rooms. 








We have reduced elegantly furnished. 
the number of rooms Next time you come to 
at The Dusit Thani to Bangkok book a 
create a new standard Landmark Room at 
of spacious luxury. Our The Dusit Thani and 
new Landmark Rooms discover the new 
are 56 square metres standard of luxury. 


in size. Not only are 
they the largest deluxe 
rooms in Bangkok, 
they are also the most 


It costs no more 
than an ordinary 
deluxe room at other 
leading hotels. 





The Dusit Thani 


Where deluxe is deluxe 
Rama IV Road, Bangkok 10500, Thailand. 
Tel: 233-1130 Telex TH81170 and TH81027. 
Cable: DUSITOTEL. 


Executive Centre e 6 Restaurants e 3 Bars e Supper Club e Disco e Swimming Pool e 
Health Centre.e Sauna / Whirlpool e Tennis & Squash Courts ө Shopping Arcades 


Reservations: Call your travel agent. JAL Hotel System 
International, Japan Air Lines, 
Utell International or Prestigious Hotels of Asia. 


The Dynasty - Singapore. Hotel Lotte - Seoul. 
The manila Hotel - Manila, The Ritz - Taipei 


Other PHA members : 

















WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to Survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknotoledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 
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also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts: 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
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give you Asia as only the Far Eastern Economic Heview 
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pec’ s iaitüre to maintain a united front 
will: result in: intensified downward 
pressure on Indonesia's crude-oil prices. 
© Given the shape of demand in major mar- 
kets, notably Japan, lower prices are not 
. expected to help sales. Indonesia’s budget 
;. and balance of payments will be seriously 
affected and the country may be forced to 
. resort to drastic counter measures. 

As a member of Opec, Indonesia re- 
sisted pressure from Japan, which takes 
the majority of its crude exports, to lower 
prices throughout most of 1982. In 
November, Jakarta slightly cut crude 

“prices within limits allowed by Opec but 
77 the Japanese felt prices were still too high. 
^ s Agreements on how much oilthey will buy 

from Indonesia in 1983 have been. de- 
layed. 
"The Japanese buy. Indonesian. crude 


"from the state oil company, Pertamina, i 
through two Japanese-Indonesian jointe 


¿venture marketing companies which are 
“committed through long-term contracts to 
"take around 220,000 barrels a day (b/d) 
“and from private contractors which have 
* taken a somewhat larger amount through 
© “annual contracts. Little Indonesian oil is 
thought to enter Japan through the spot 
market. 
“~~ Jakarta’s adherence to Opec's pricing 
< policies led to a 10.5% reduction in Japan- 
< ese crude purchases from Indonesia in 
7. 1982, against an overall fall in Japanese 
^ erude imports of 6.875. Pertamina's sales, 
омер were apparently most strictly in line 
with: Opec-determined. prices, dropped 
< 17:2% from 233,000 b/d.in 1981 to 193,000 
o b/d in 1982, while sales by contractors de- | 
-clined by only 5.1%, from 293,000 b/d to 
- 278,000 b/d. Some contractors were giving | 
» Japanese buyers-either am effective dis- 
= count through sweetened financial terms 
_ or an outright price-cut. Pertamina op- 
posed such moves as they went against the 
E spirit of Opec and hurt the state oil com- 
spany's own sales. The contractors suf- 
fered, too. They were still taxed as if they 
were. selling at official prices. But they 
needed to keep the oil moving. 








ресі substantial reductions in oil prices. 
ey will insist more strongly that reason- 
prices are а necessary condition for 
com ance with long-term purchase 
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irm among major Asian oil- - 
1s. With demand for oil in key 
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laysia, a major non-Opec producer, is . 
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commitments. Naturally, the contractors 
are likely to follow market trends first, 
though Pertamina, too, may decide price 
cutting is unavoidable. Observers agree 
thàt Indonesia will follow a middle-of-the- 
road course. It will not be the first — nor 
the last — to resort to sharp price cuts. 
Pertamina president Judo Sumbono has 
dismissed any suggestion that Indonesia 
will quit Opec, calling instead for a closing 
of the cartel’s ranks. 

Assuming (boldly) that Indonesia can 
keep exporting 880,000 b/d of crude this 
year as it did in 1982 (the 1981 export fig- 
ure was 1.05 million b/d), every US$1 fall. 
irt oil price will result i ina US$330 million 


budget is held constant. 


At this stage, options open to the gov 


ernment are both limited and unpalatable. 
Cuts in development expenditure are one 
obvious option and will be resorted to. 
| (The Finance Ministry has the power only 


realised.) А more rapid depreciation of 
the rupiah or an, outright devaluation is 
also becoming more plausible, if only as a 
stop-gap. measure to generate rupiah re- 
venue for the government. But, having 
frozen civil servants’ pay and raised fuel 
prices two years running, the government 
will, presumably,-hesitate to introduce an 


1 / inflationary policy, at least prior to the 


1115 clear that Japanese buyers now ex- . 





| March presidential election. 
Another alternative is more borrowing. 


Jakarta has asked Morgan Guaranty Trust 


of the: United States to syndicate a jumbo 
US$1 billion loan for use in the fiscal year 
starting in. April. This compares with the 
total US$1.26 billion in commercial loans 





| raised by Indonesia during 1982. It makes - 


ARE а а Оо мена 
By Susumu Awanohara, Robert 
Delfs, Mohan Ram, Guy 
Sacerdoti and Jeffrey Segal 










‘interest rates (Brie 





to authorise expenditures as revenues are » 





| а les to Je 
i | роне, а à downward 
mixed results. With a fall of perh 
from the current US$34 a barrel for 
light crude — the benchmark 
correspondents around the regi 
repercussions on Asian oil expo 
The outlook for the oil price (pa: 
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à Misc the end of 1982. 


Opec's failure is unlikely to have 
ate impact on the 
ude oil has been the 1 


s has y 
output and the Treasury ha: looked 
industry for only about a fi 
ment revenues. Reportsofi im 
cuts have been circulating in Kua! 
pur for the past couple of month 
government's official positio 
change can be expected for thi 
1983. (Petronas never publicly announce 
price changes, leaving it to oil trader: 
Singapore to break the news.) 

If past form is anything. to, 
Malaysia — not a member of О 
certain to wait for a move by the org; 
tion's African producers before deci 
on price cuts. Algeria, Libya and Nig 
produce similar-quality light .crudes 
Malaysia's five export ” blends: If redu 
tions do come, they are likely to leave 
ronas’ prices at à he і 















selling prices have stayed well above ir 
national norms. Top-grade tapis .b 
from offshore Trengganu, which. mak 
up about half the country's total pro 
tion, is still selling at US$37.30 a barre 
only US$4.80 down on its peak of 
years ago. Equivalent African and Midd 
Eastern crudes rate some US$2-3 low 
than that for long-term contracts, 
lower still on the spot mark 
Petronas says its poli 
dozen.or so term buyers 
_15,000 b/d each has been 
taining- strong . prices 
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mainly Japanese refiner — renegotiate | 


their one-year deals at different dates 


which helps avoid concerted pressure on 
the corporation. Freight rates to Japan are 
lower than from Africa or the Gulf, and 
Petronas guarantees security of supplies. 

Unless Malaysian prites slump drasti- 
cally during 1983 the government's spend- 
ing plans are unlikely to be severely han- 
dicapped. The Treasury has already 
budgeted for a substantial shortfall in oil 
income this year. The overall downturn 
means oil will be providing only 14.4% of 
government revenue this year, compared 
to 19% in 1982. Price cuts of anything less 
than 20% would not require any major 
changes in Malaysia's budget strategy, un- 
less rubber, tin and palm oil continue to 
fall too. 

Sources say the government is likely to 
respond to oil-price cuts by increasing 
crude production and asking Petronas to 
line up more term buyers looking for small 
contracts. According to Finance Ministry 
projections, 1983 exports should match 
1982's 250,000 b/d with production also 
steady. But actual output in 1982 is al- 


ready estimated to have been far in excess 


of planned levels. Latest official figures 
available show production in January- 
June averaging 313,000 b/d, 42,000 b/d up 
on first-half 1981, and 4-8% higher than 
the target for the year. 

While Malaysia's earnings from oil are 
not expected to suffer greatly, any price 
cuts by Opec members would affect its re- 
venues from liquefied natural gas (LNG). 


"The new LNG plant at Bintulu despatched 


its first cargo to Japan on January 29, and 
though the 20-year price formula remains 
to be disclosed, it has been agreed that the 
LNG price will be directly linked to the 
average official selling price of crude oil 
imported into Japan. Even if Malaysia's 
own crudes remain unscathed, cuts in the 
price of Middle Eastern oil supplies — 
which form the bulk of Japan's imports — 
will drag down the price of Bintulu LNG 
with them. 

The Philippines stands to benefit sub- 
stantially should an oil-price war occur. 
Although its depressed economy is as 
much beset by internal problems as it is by 
recessionary trends abroad, it was the 
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Manila on the downward slope. In 1978, 
the Philippines imported slightly more 


{һап 0551 billion worth of crude. The 
1980 figure more than doubled to US$2.2 
billion, and in 1981 the energy bill reached 
US$2.4 billion. 

Financing these imports contributed 
substantially to the country's rapidly rising 
debt profile, with large portions of the in- 
crease coming in short-term, high-interest 
revolving credits. The value of petroleum 
imports as a percentage of the Philippines’ 
import bill jumped from 25% in 1978 to 
34% in 1981, pushing current-account de- 
ficits to record levels. Coupled with the 
servicing of the revolving credits, oil drew 
the overall payments deficit to new re- 
cords. 

Recession, price stabilisation and the 
beginnings of increased domestic-energy 
use reduced the impact of crude imports 
on the economy in 1982. Crude imports 
amounted to US$1.9 billion or only 23% 
of the import total. In absolute-value 
terms this was more than 10% below the 
1981 figure. Of the US$4 billion in revolv- 





ing credits on Manila's books as of Sep- 
tember 1982, oil financing took 45%. 

So, if oil prices drop — 42% of Manila's 
crude imports come from Saudi Arabia — 
Philippine technocrats will breathe much 
easier. But a reduction in oil costs may not 
affect government plans to increase petrol 
prices or electricity costs to industry. 
While President Ferdinand Marcos said 
on January 29 that the government would 
restudy the issue in view of Opec's dis- 
cord, the peso's continued decline against 
the US dollar has forced the Philippine 
National Oil Co. to finance huge subsidies 
for petrol, diesel and kerosene. 

A significant drop in Opec prices could 
also affect Manila's meagre attempts to 
produce its own oil. Small and marginal 
pockets of crude, which characterise the 
Philippines' offshore fields, will become 
less commercially attractive, But while the 
cost-effectiveness of new oil-replacement 
projects, such as geothermal, coal, nu- 
clear and hydroelectric schemes, may be 
eroded, the government still plans to re- 
duce oil dependency from the level of 
more than 90% a few years ago by reach- 










T eds | Di. ° 

Falling world oil prices will inevitably 
be reflected in a reduction in China’s earn- 
ings from oil exports to Japan and other 
countries. A Chinese delegation arrived in 
Tokyo in December 1982 for talks on re- 
ducing prices for crude shipments in the 
last quarter of 1982. Japan, which on aver- 
age buys 70% of China's total crude ex- 
ports, is reported to be asking for a 
US$1.50 per barrel cut to US$33. Keeping 
up export volume — not prices — is the 
most critical "factor for maintaining 
China's oil earnings. The problem is 
balancing’ growing domestic demand and 
serious energy shortages against the 
foreign exchange that can be earned 
through exports, 

China was originally committed to ex- 
port 15 million tonnes of crude to Japan in 
1982 under a long-term agreement signed 
in 1978. It was clear by 1980 that this 
would be impossible — oil production in 
China has been essentially flat since 1979 
— and the actual level of exports last year 
was only 8.3 million tonnes. A new agree- 
ment signed in September 1982 calls for 
China to provide Japan with 8-8.6 million 
tonnes a year over 1983-85. No real 
growth is foreseen until — and if — 
China's offshore oil comes on stream in the 
late 1980s. Japan recently upped the ceil- 
ing on investment in a Sino-Japanese 
joint-venture exploration project in the 
Bohai Gulf from US$210 million to 
US$600 million. In the meantime, coal 
will be the only growth item in China's 
energy trade with Japan. 

Oil prices became an issue of contention 
between China and Japan in early 1981 
when China attempted to raise the price of 
Daqing crude from US$33.97 to US$37.80 
a barrel, at a time when Indonesian Minas 
crude (considered comparable to the 
Chinese oil) was selling at US$35. 
Japan eventually agreed to a price of 
U$$37.15 but that quickly came down to 
the US$34-35 range as world oil prices 
levelled off during 1981 and 1982. 

India is going ahead with plans for exp- 
loration and production in order to 
minimise, and eventually eliminate, im- 
ports. The Oil and Natural Gas Commis- 
sion plans to produce 23 million tonnes of 
crude during 1983-84 to meet about half 
the country's needs. This is an improve- 
ment from the 18 million-tonne output for 
1982-83. The commission's outlay for 
1983-84 is Rs 2.2 billion (US$223.5 mil- 
lion) against Rs 1.52 billion for the current 
fiscal year. 

India's ambitious plans for oil self-suffi- 
ciency face one constraint rupee re- 
sources. This has required a cutback in the 
Sixth Plan (1980-85) programmes. The 
foreign-exchange component of the oil 
plan can be met from borrowings abroad. 

Higher domestic production, moderate 
demand due to a series of price adjust- 
ments and the easing of international 
prices have together helped bring India's 
oil-import bill down from Rs 5.58 billion 
іп 1981-82 to Rs 5.16 billion in 1982-83. 
Nevertheless, oil still accounted for about 
37% of total imports for 1982-83. 
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purchasing on the Singapore spot mar- 
ket, overall throughput is unlikely to ex- 
j pand. 

| .Singapore's spot market remaíns бе: 
1 cidedly mixed and so far the only indica- 
sumption pati ies that tion of a downward slide has соте in the 
Singapo Арон | market for gas-oil, which has led the 
there is a possibili European:market down. In Singapore, 
„switch frome garo fell from a acd firm: 
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By Mike Tharp : 
; Tokyo: Resp Japanese energy 
analysts and” ment oficials are 
. cautious about the likely impact of Opec’s 
current disarray and the effect on Japan’s 
economy of à probable US$2 a barrel drop 
in the. world price of crude oil. The 
:Economic Planning Agency (EPA) and 
{йе Agency of Energy and Natural Re- 
' sources are both conducting studies on the 
near- and mid-term effects of Opec's fail- 
ure {о reach agreement on price differen- WES | 
tials, So far, they have made only edu- when considered eppropit the e Hong Kong stock market. | 
‘cated guesses about those effects. 
" One official of the EPA, expressing a 
г personal view, foresaw three likely effects 
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v of lower oil prices on Japan's economy; | 
» Terms of trade would improve; in % Change in offer price 
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growth. : 
> If oil prices continued to decline; 
х business profits of many major industries 

1 would recover, especially i in such stagnant | 
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rally be expected to 
to A Japanese exports and . 


Tow" 


investment, especially exports of whole 


industria! plants. Presumably,” there 
would also be major ramificatioms in the 
international financial system, fuelled 
during the 1970s with petrodollars. 

There is not likely to be much imp act on 
Japan's efforts to diversify its ove:rseas 
sources of oil, though the rate of dive:rsifi- 
cation may be slightly accelerated. Japan 
at: present takes the majority of In- 
donesia’s crude-oil exports. In recent 
months, Japan's petroleum industry ihas 
become much more interested in impo rt- 
ing crude on a spot-contracting basis, aiad 
apart from two recent long-term coi 
tracts, the short-term emphasis will re'- 
main on spot deals. GI 


A chance to 
trim imports 


Seoul hopes to reduce 


the high cost of 
its vital oil supplies 


By Shim Jae Hoon 

Seoul: Officials in South Korea, one of 
Asia's most energy-intensive economies, 
believe they have a better chance now 
than ever before of reducing the cost of oil 
imports. Imports last year came to 
US$6.08 billion, a decrease from US$6.5 
billion in 1981. Officials said this was 
made possible through reduced imports 
and a cut in Iranian crude prices. This 


year, however, the import bill is expected : 


to hit US$6.13 billion, according to Minis- 
try of Energy officials. 

As South Korea's total imports stand at 
around 180 million barrels a year, a drop 
of US$1 a barrel would save US$180 mil- 
lion a year, immensely helping the official 
target ‘of keeping the country’s current-ac- 


count deficit this year below US$2 billion. | 


President Chun Doo Hwan told Energy 
Ministry officials on January 27 that he 
thought a further reduction of some 
US$300 million in the value of oil imports 
was possible this year. A more stringent 
conservation effort has been ordered. The 
heavy-industry sector, including the ce- 
ment industry which uses a lot of oil, has 
been told to switch increasingly to coal. 
Energy officials said that the country last 
year bought 4.6% of its total oil needs 
from international spot markets at prices 
US$4-5 a barrel below the Opec bench- 
mark. This year, the spot market por- 
tion will be raised to 10% of total needs. 

Meanwhile, South Korea is stepping up 
its own oil prospecting and drilling. One 
well will be drilled on the continental shelf 
south of Cheju island this year, while in 
the Madura Sea off Java in Indonesia, 
South Korea is engaged in a joint effort 
with Indonesia's national oil company 
Pertamina to look for oil. Plans call for six 
wells to be drilled in the Madura Sea at a 
cost of US$64 million, shared by the two 
sides. One well drilled in December, offi- 
cials said, was found to yield about 10,000 
barrels a day. 


74 


тру quU DIOE C 











| Opec seek: 
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sa prop 


The disunited cartel will have a hard time 
preventing a steady decline in prices 


By Therese Obrecht 

Geneva: "Opec is not finished and every- 
body needs it,” maintained Saudi Arabian 
Oil Minister Sheikh Ahmad Zaki Yamani 
after the Geneva conference in late 
January which was regarded as a total fail- 
ure by all ministers but one. Iranian Pet- 
roleum Minister Mohammad Qarazi 
waged an ideological war against Saudi 
Arabia's predominance within Opec, say- 
ing that the failure to reach agreement on 
anything but quotas was due to the Saudis 
and that the outcome was a success for 
Iran since it proved that Iranian interests 
had to be taken into account. 

One international trader in Geneva 
commented: “The fiasco of the Opec con- 
terence came as a total shock, expected by 
hardly any specialist." The week before 
the .Geneva conference, spot-market 
crude prices had picked up by US$2.50 а 
bairrel on the expectation that Opec would 
reach an àgreement. North Sea oil, for 
example, was traded at US$32, only 
US$'1.50 below. contract -price, but 
plun,ged to US$29 immediately after the 
confc'rence. Arabian light, which had 
trade«d at US$30 for weeks, plunged to 
US$205-27 a barrel, while gas-oil fell by 
US$9 ia ton. 

The market remains extremely nerv- 
ous. Although the Saudis have enough 
leverage: to prevent the worst, the general 
feeling i:s that they wanted to give Opec's 
“cheaters” a shock at the Geneva confer- 
ence. And since countries which have 
given largxe discounts can least afford a 
price war, the Saudis expect to bring them 
round to an agreement. As for North Sea 
oil, Britain! has been a leading cheater, 
producing a s much as it could. 

There appear to be three ways of avoid- 
ing a price collapse: first, by setting up an 
Opec commi ttee to improve discipline and 
impose sancitions. Secondly, by moving 
prices away (гот the US dollar standard. 
Thirdly, by propping up the sagging fi- 
nances of Third World countries. But one 


a 
Yamani: who's worrying? 





thing seems certain: prices will go down in 
1983 since demand is likely tostagnate and 
Opec members are more or less free to de- 
termine their own prices, with some hav- 
ing to sell at any price. 


» Daniel Nelson writes from London: 
Yamani predicted that the price of British 
and Norwegian North Sea oil would be cut 
by US$2-3 a barrel “within a few days" of 
the Opec meeting, but ministers in both 
countries quickly stressed that they would 
not start a world oil-price battle. “The 
British National Oil Corp. will follow the 
market as it has always done," com- 
mented Energy Secretary Nigel Lawson. 
And a senior Energy Ministry official told 
the REVIEW: "We never lead. We are 
waiting for the market to settle before de- 
ciding what action to take." 

But with spot prices for North Sea crude 
having fallen sharply, many analysts were 
predicting contract-rate reductions. Even 
before the Opec meeting, British Petro- 
leum had indicated it would want a cut in 
the basic North Sea price of US$33.50 a 
barrel in February unless market condi- 
tions improved. And Norway's Deputy 
Energy Minister Hans Henrik Ramm said 
there was a clear risk that Opec prices 
would fall and that North Sea prices would 
have to follow. 

The strength of sterling in the past two 
years has included an oil factor as well as a 
"Thatcher factor" of tight monetary po- 
licy. The government has been happy to 
see a weakening of the pound recently in 
the cause of competitiveness, though it 
does not want to see oil revenues declining 
and has some very high-cost (almost 
US$20 a barrel) new fields to nurture. 
When the pound plunged to an all-time 
low against the US dollar after the Geneva 
meeting, the Treasury said that temporary 
excessive depreciation of sterling was pre- 
ferable to the damage which would be 
caused by higher interest rates. ш 
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Foreign-exchánge. reserves continued 
to mount, buoyed by the official surplus 
on visible trade and an estimated US$2 
billion surplus on invisibles, Total re- 
serves minus gold reached US$9.4 billion 
by September 1982; up 87% over the aver- 























agereserve figure in 1981, according to fig- | 


ures from the "International "Monetary 
Fund, and were more than six times those 

of 1978. : 
“Inflation probably. exceeded the 2.596 
officially claimed in 1981 de: ipite a freeze 
| early in 1982. A 
o, major readjustment prices isnow under 
cs way — cotton textile prices will rise 20% 
^. while synthetic-fibre textiles will fall 20- 
3095. Prices of watches, ТУ sets and other 
items will drop as well. The three-tier pric- 
|, ing system, which will allow floating prices 
“for many manufactured goods (REVIEW, 























CORRECTION 


China's grain npe in 1982 was 335 million 

. tonnes, not. 3 million tonnes (Review, 
“Feb. 3). The figure for soybean output in 
981 should пате been 9.24 million tonnes and 
hat: for. mänmade fibre output in 1982 









Oct. 15, 782), may also be plemented 
this year. The cumulative effect could be a 
significant upswing in the cost-of-living 
index. 

"Money-supply growth resumed its üp- 
ward ‘movement in the third quarter of 


1982 after moderating in the earlier part of | 
the year, according to the IMF. Both M1 


and M2 grew 6.2% in the third quarter and. 
the final figure for money-supply growth 
on an annual basis should be near 6%. The 
long-term softening of the renminbi con- 
tinued in 1982, though this was partly due 
to the extremely strong US dollar. The 
renminbi fell 14.5% against the greenback 
from the last quarter of 1981 through Oc- 
tober 1982 and against the IMF's special 


drawing right the decline was 5% over the | 


same period. - 


[кипа growth was considerably high: 
er than the 7% originally forecast last 
year — perhaps too high. Heavy industry 
grew 9.3% in 1982 after a 4% decline in 
1981, while light industry retreated from 
its 14% growth rate in 1981 to only 5.1%. 
Part of the levelling off in light-industrial 
growth can be attributed to urban-market 


‘saturation in some commodities such as 
synthetic textiles. Overstocking of other | 


manufactured retail goods has been re- 
ported, particularly for less-favoured 


і | brand names. | 
The increase in heavy-industrial'output 


is; however, less dramatic considering that 
half of the grówth comprised a recovery to 


1980 output levels, but the rapid growth is | | 
still disturbing. "The shortage of energy 


and particularly electric power was one of 
the factors necessitating a shift fromheavy 
to light industry, which on average con- 
sumes significantly less power per unit of 
output value. The crisis of energy supply 
has still barely been addressed, much less 
solved: : 

Some factories in Guangdong. 
example, have reportedly been cut back to 
only four working days a week because of 
electricity shortages. Planners have pro- 
jected average ‘industrial-output’ growth 
rates of 4-5% through to 1985. Foreign 
analysts believe this is the maximum rate 
that-can be' sustained at current and pro- 
jected energy-supply lévels and even that 
is premised on maintaining a higher rela- 
tive. growth rate for light than for heavy in- 
dustry. ; 

Oil output was reported at 101.7 million 
tonnes. This may mark a slight increase 
over 1981, originally reported at 101.2 


million tónnes, though the State Council | | 


report pointedly omitted any explicit indi- 
cation of the increase in either absolute or 
percentage terms. Coal output was re- 
ported to be'650'million tonnes, up 28 mil- 
lion tonnes or 4.6%, indicating that the 
original 1981 figure has been revised up- 

from 620 to 622 million’ tonnes. 
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"The Far Eastern Economic В, 
now puiblishing a quarterly index wi 
“details Езу country and date eve 
‚ that has appeared in the Review, 
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The white knight b 





An investigator's re:port on a two-year-old abortive 
Australian merger !оіа makes best-seller reading 


By Bryan Frith 

Sydney: Australia’s brusiness community 
has been staggered by publication of the 
report of an investigat ion into an abortive 
takeover bid almost two years ago. Some 


_ fireworks were expec ted following the de- 
| cision in 1982 by the c:hief executive of one 


of the companies inv olved to go to jail for 
contempt of court rather than divulge in- 
formation demande d by the government- 


"appointed inspector. The move rece:ived 


| widespread press coverage (particula rly as 


the executive heacied a newspaper group) 
and focused attention on the pendirig re- 
port. 

When the report was released iri De- 


| cember 1982 it caused a sensation, o utlin- 
- ing à bizarre sequence of events in which 


” 


‘different “white knights.” unaware of 


each other's activities, were played off 
against the other in the defence of ai lead- 
ing pastoralist group, Elder Smith 
Goldsbrough Mort Ltd. Even at this 
stage, the identity of the principiis re- 
sponsible for the bulk of purchases. of El- 
ders shares at the ti me remains uncertain. 
The investigator ha s made it clear thait he 
does not accept much of the evidence 
given to him, including that of t:he role 
played by one of A ustralia's leading mer- 
chant banks, BT Australia Ltd, wholly 
owned by Bankers Trust of the: United 
States. The report,* compiled by an 
Adelaide barrister, John von Dc»ussa, has 
been required reading for bus.inessimen 
and others active in the securit ies indus- 


“try. 


The version outlined by von !Doussa in- 
volves a number of probable сепсе by 


‘some of those involved, includi ng possible 


breaches of the Foreign Také:overs Act, 
the Australian Broadcasting zand Televi- 
sion Act, exchange-control regulations 
and stock-exchange requirem ents. It also 
raises important questions a'bout the re- 
Sponsibilities of directors, :1uditors and 
stockbrokers, among others. 

In fact, von Doussa compiled a 
supplementary report whick ı has not been 
made public because it outl ines the possi- 
ble offences involved and ! ais recommen- 
dations for action to be tak en. This report 
is now being studied by thc : federal corpo- 
rate watchdogs involved - — the National 
Companies’ Securities C ommission and 
the State Corporate Affai rs Commission. 

The report covers ev ents which took 
place in mid-1981 to defe па Elders from a 
takeover bid by Perth-b: ised businessman 
Robert Holmes à Court through his pub- 
licly listed vehicle Bell Group. Much of 
the. fascination of the v ;on Doussa report 


“Investigation into dealings іп securities of Elder 
Smith Goldsbrough Mort L td and Petroleum Dis- 
tributors Pty Ltd from Ist J: muary 1981 to 25th May 
1981. y 
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lies in the matter-of-fact manner in which 
it lays bare the degree of wheeling and 
dealing and frenetic behind-the-scenes ac- 
tivity which goes on during a corporate 
takeover battle. Interest in this case has 
been heightened by the personalities in- 
volved. 

The curious behaviour of some of the 
boards of directors involved has attracted 
added interest. In the case of one of the 
participants, Advertiser Newspapers, the 
directors had been prepared for almost 
two years to fund a A$26 million (US$25.4 
million) purchase of Elders shares or- 
dered by their managing director, Peter 
Owens, without trying to learn the iden- 
tity of the principals. Owens is the execu- 
tive jailed in 1982 by the Supreme Court of 
South Australia for contempt. Owens 
maintained he had bought the shares for 
two overseas companies, both larger than 
Elders, which were known to him and had 
long-term ambitions to invest in Austra- 
lia. 


he report has already had ramifications. 

Owens was dismissed by the Adver- 
tiser board in December. It was claimed 
that he had admitted to misleading fellow 
directors by continuing to let them believe 
there were overseas principals who would 
complete the purchase of the shares he 
had bought. That is not an admission that 
the overseas companies never existed. But 
von Doussa does not believe the com- 
panies exist, and considers Advertiser it- 
self has probably been the beneficial 
owner all along. That von Doussa's ques- 
tioning led him to this conclusion makes it 
all the more curious that Advertiser direc- 
tors, conscious of their responsibilities to 
shareholders, did not demand clarifica- 
tion back in 1981. 

Holmes à Court sparked off the Elders 
affair in March 1981 when he announced 
that Bell Group would make a partial bid 
for 5095 of Elders to give it control of the 
group. The bid valued Elders at more than 
A$200 million. Bell had already built ира 
holding of about 876 of the capital before 
making its move. Holmes à Court is a rela- 
tive newcomer to the corporate scene, but 
his empire has grown rapidly, largely 
through takeovers. Holmes à Court has 
been active in a number of major Austra- 
lian corporate takeovers and reshuffles. 

Holmes à Court precipitated the 1979 
move on Australia's private domestic-air- 
line group, Ansett Transport Industries, 
which was ultimately resolved when news- 
paper proprietor Rupert Murdoch and 
transport giant Sir Peter Abeles used their 
respective groups News Corp. and 
Thomas Nationwide Transport to take 
joint control. That move ultimately led to 






tralian group, А 
stepped into the 





про Petroleum, wh 
contest only to be sub- 
sequently acquired by a white knight, 
Pioneer Concrete Services. (To a firm 
faced with an unwelcome takeover bid the 
white knight is a third company which res- 
cues the damsel — the target company — 
in distress.) More recently, Holmes à 
Court bid for control of Australia's largest 
media group, Herald and Weekly Times, 
and has still not given up the attempt. 
Murdoch also tried to bid for control of 
Herald and Weekly Times in 1979 but was 
foiled by defensive buying by other press 
organisations. 

Ironically, it was Murdoch who trig- 
gered Bell's bid for Elders. Murdoch and 
Abeles agreed late in 1980 that Elders rep- 
resented a good investment opportunity 
and began accumulating shares with the 
thought that at a later stage they might 
seek control. Holmes à Court, who early 
in 1981 had assured the Elders board he 
would not make any substantial change in 
his shareholding without first notifying El- 
ders, noticed the market activity and, con- 


Murdoch: triggered the bid. 





cerned that he might face a rival bidder, 
went ahead with his own bid. 

Reacting predictably, the Elders board 
tried. desperately to prevent. Holmes à 
Court from gaining control. One of its first 
steps was to request protective legislation 
from the South Australian state govern- 
ment but this was refused. Attempts were 
then made to organise white knights pre- 
pared to buy sufficient Elders shares to 
thwart Bell. This proved to be more dif- 
ficult than first envisaged, though a white 
knight was found in the shape of Owens. 
Meanwhile, the merchant bank BT Aus- 
tralia offered to help in the defence and 
concentrated on finding a buyer to take 
out Bell Group, and so remove the source 
of the takeover threat.' 

Under Australian legislation a share- 
holder must disclose his identity once he 
has 10% or more of a company's capital. 
Owens obtained the authority of the Ad- 
vertiser board to acquire up to 9.9% of El- 
ders and began buying on the market. Bell 
countered and a contest developed for 
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shares, with the price rising rapidly. The 
Advertiser's AR limit was soon 
reached and, with Bell still buying, Owens 
took the plunge and ordered his broker 
past the limit. In the event, both Bell and 
Owens' broker, A. C. Goode and Co., 
ended up with close to 20% of Elders be- 
fore they stopped buying. 

Meanwhile, BT was pressing Holmes à 
Court to sell. Holmes à Court knew that a 
rival party or parties had already picked 
up about 20% of Elders on the market, 
and another party was offering to buy his 
holding of close to 20%. If he refused, 
BT's client might step into the market and 
buy 20%, leaving 4096 in the control of 
other parties. Bell would be unable to gain 
control and would end up locked in. So, 
Holmes à Court sold to BT, six days after 
announcing his intended takeover, and 
declared that he was withdrawing his bid 
because of changed circumstances, He 
stood to make a capital gain of A$16.6 mil- 
lion on the deal. 

This attempt to call off the bid provoked 
an outcry on behalf of the remaining 
Elders shareholders who did not receive 





Holmes à Court: withdrew his offer. 


equal opportunity to sell their stock at the 
higher prices. There were also a number 
of other points arousing interest, particu- 
larly over the identity of the parties for 
whom Goode had bought in the market, 
and for whom BT purportedly bought as 
agent. Advertiser publicly admitted to 
having bought 9.995 on the market, but 
that still left another 8.2% unaccounted 
for. The diversified food group Henry 
Jones IXL then stepped in with the pro- 
posal to merge with Elders. This was ac- 
ceptable to the Elders board. 


owever, a hitch nearly developed 

when the state government decided it 
would not let Bell off the hook and that it 
would have to go ahead with its bid. This 
obstacle was overcome when Australia's 
largest brewer, Carlton and United, an- 
nounced a partial bid for Elders which 
topped the Bell terms. Carlton already 
held 30% of Henry Jones and its bid was 
designed to ensure that its stake was not 
diluted in a merged Elders IXL. As part of 
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the deal, Carlton wanted to buy the 
former Bell holding in Elders from BT. 
Ultimately, this scheme went through and 
Elders IXL was formed, with Carlton 
holding 50% of the merged group. The 
newly merged entity is Australia's 20th 


largest company, with a market capitalisa- 


tion of A$464 million. 

But these events still left many matters 
unresolved. Despite the legislation requir- 
ing shareholders with 10% of a company 
to declare themselves, almost 30% -of 
Elders’ capital had changed hands 
anonymously. There was also the suspi- 
cion that some of Elders' own funds may 
have somehow been involved in some of 
the transactions. The government ap- 
pointed von Doussa to investigate. 

His report flushed out the purported 
identity of the mystery buyers. Owens 
claims to have bought the additional EI- 
ders shares for two large overseas com- 
panies, while BT maintains that it was act- 
ing for a corporate-takeover specialist, In- 
dustrial Equity Ltd (IEL), headed by well- 
known businessman Ronald Brierley. 
Von Doussa does not accept either of 
these propositions. 
He thinks the two 
Overseas companies 
for whom Owens al- 
legedly acted do not 
exist, and he consid- 
ers that BT had no 
principal when it 
bought the shares 
from Bell and was, in 
fact, the beneficial 
owner. 

Owens had main- 
tained that he was 
contacted by the over- 
seas companies when 
the Bell bid was an- 
nounced, and that he 
explained that Adver- 
tiser was buying. He 
was authorised to buy 
up to 10% of Elders. 
When the broker ask- 
ed for aclient towhom 
to book these shares, Owens nominated 
Television Broadcasters Ltd (TVB), an 
associate company which operates one of 
Adelaide's commercial TV stations, and 
in which Advertiser owns 41%. Owens 
was chairman of TVB. 

Advertiser arranged funding for TVB, 
which was purportedly acting as agent for 
the overseas companies and guaranteed 
the loans. The guarantees were initiated 
by Owens without the authority of the Ad- 
vertiser board, though they were sub- 
sequently ratified. Owens also gave esca- 
lation agreements to sellers of the Elders 
shares, allowing for additional payments 
in the event of Owens or a third party pay- 
ing a higher price for them. As a result of 
the Carlton bid, some of these escalators 
were triggered. 

The report also reveals that almost 
A$10 million of Elders’ money was used 
by a wholly owned subsidiary, Elders Fi- 
nance and Investment, to buy two 
strategic parcels of shares in Elders. The 
managing director of Elders, Charles 


Schmidt, was involved in authorising 
these payments. Schmidt arranged for El- 
ders Finance to raise A$30 million at the 
time but the remainder was not used. 
Von Doussa believes the funds were 
earmarked to help New South Wales coal 


group, White Industries, to buy Bell's -- 


holding. When Bell announced its bid, El- 
ders was close to agreeing to a deal intre- 
duced by BT to purchase 45% of White. 
BT stood to gain a fee of A$800,000-1 mil- 
lion from this transaction and yon Doussa 
believes it was the wish to protect this fee 
which prompted BT to become involved 
in the Elders defence. 


A: Bell’s stake in Elders rose rapidly dur- 
ing the market contest with Owens, it 
became increasingly harder for White to 
contemplate buying Bell's holding. But 
Elders’ directors still believed the day 
after BT bought the parcel that it had done 
so on behalf of White, and only discovered 
ata meeting with White directors the same 
day that they still sought ways of purchas- 
ing some of the shares, so keeping alive 
the earlier proposal for Elders to buy a 
stake in White. BT was involved in these 
discussions though it had purportedly 
bought the shares the day before, for IEL. 
BT was also present at subsequent discus- 
sions with Henry Jones IXL and Elders 
over proposals for the two companies to 
merge. 

The White proposal did not ultimately 
go ahead so BT did not receive its fee. But 
the von Doussa report discloses that the 
merchant bank still made a gross profit of 
more than A$400,000 on "interest differ- 
entials,” between the purchase from Bell 
and the sale to Carlton. Of course, if IEL 
was principal such a differential would 
normally belong to it. But IEL, according 
to BT, agreed that provided it could walk 
away without a loss, then the merchant 
bank could retain any interest differentials 
it could negotiate. 

If the von Doussa version is correct, the 
report contains several implications, par- 
ticularly for BT and Advertiser News- 
papers. BT appears to have breached the 
Foreign Takeovers Act because it would 
have acquired more than 15% of an Au- 
stralian company without the prior ap- 
proval of the Foreign Investment Review 
Board. It may also have breached the 
regulations of the Federal Reserve Board 
of the US, which state that a US bank ora 
subsidiary cannot buy more than US$2 
million worth of shares in a company, di- 
rectly or indirectly. 

The New South Wales Corporate Af- 
fairs Commission (CAC) has already writ- 
ten to BT seeking its reactions to criticism 
in the report to assist the CAC in deter- 
mining whether a holder of a licence 
issued under the Securities Industry Code 
has performed its duties "efficiently, hon- 
estly and fairly." 

The report also comes at an inoppor- 
tune time for BT, as the Australian Gov- 
ernment has just announced that it is pre- 
pared to allow up to 10 foreign banks to 
operate in Australia (REVIEW, Jan. 27) 
and has asked for submissions from in- 
terested banks. Bankers Trust would no 
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3 
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‘probably. been the: ‘beneficial 
along of the shares purchased by Owens. 
Even if Owens contracted personally, von 
Doussa considers ће was a constructive 
trustee for Advertiser, which is entitled to: 
ave the shares transferred. Von Doussa 
cedes, however; thatif the courts were: 
led upon to decide, alternative lines of 
gal'argument are available. 
The von Doussa reportarguesthat, if its 
alysis is right, Advertiser's annual ac- 
піз ате incorrectly presented. It calls. 
directors: to clarify" matters for 
réholders and investors, They decided: 
ter the National Companies Security 
ommission suspended trading in Adver- 
ser to act asif the company were now the 
eficial owner of the shares, which have 
een left for. almost two years in a 
iminee account of the broker waiting for 




























































his creates another problem for Ad- 
rtiser because, as Elders IXL озуп а 
n. would breach the Australian 
B adcasting.and Television Act; The act 
ws a party to hold two prescribed in- 
terests in a TV station, but Advertiser al- 
dy fits this category through its equity 
I TVB and an indirect interest in a Mel- 
rne station. 
Advertiser could normally take up to six 
nths to.rectify this but because there 
as already been a breach for more than 
x months the Broadcasting» ‘Tribunal 
bably.cannot grant a grace period. Pre- 
sumably, Advertiser would rather resolve 
the situation by disposing-of. the shares 
purchased by Owens than by reducing its 
interest in the TV stations. But given the 
cloud over the legal right to these shares it 
y prove difficult to find buyers. 
There is an outside chance that the two 
unidentified overseas ‘companies could 
awake from their. two-year hibernation 
nd claim the shares. But that could raise 
some awk ward questions as to whetherex+ 
change-control approval was obtained’ 
from the Reserve Bank of Australia; the 
central bank, before. the shares. were 
purchased. Тһе Reserve Bank has no 
power to approve a transaction after it has 
been entered into. Thus, even if the over- 
seas companies were to surface itis un- 
likely they could claim the shares. 
The von Doussa report concludes that 
->the directors of Advertiser and TVB were 
_misled by Owens. Even so, the apparent 
cquiescence of Advertiser directors, іп: 
articular, leaves the business community 
emused. Advertiser. is ulimately:li 
for any losses be | 
demnity. Owens h 
_ confirmation of h 











dence to indicate th 
rectors ever asked. 







ful dismissal. 
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By B Brian Robins 


Sydney: Broken Hill Proprietary (BHP), 
_ Australia’s largest corporation, with exten- 








sive interests in steel and mining; isset to 
acquire most of the assets of Utah Interna- 
tional Inc. —a major Australia coal pro- 
ducer through its subsidiary, Utah Deve- 


lopment Co. — from. General Electric of 
the United States for about» US$2.4. bil- 
"lion. ‘Representing the largest corporate | 


takeover in Australia, the move should 


give BHP the opportunity to consolidate | 


its interests in the large coal industry in the 
state. of Queensland: It also comes at a 
time when BHP’s unprofitable steel divi- 
sion is undergoing a dramatic restructur- 
ing, with many retrenchments. » 
Utali’s biggest single asset іѕ a majority 
interest. in a series-of very large open-cut 
coal mines in central Queensland, most of 
which are grouped in a joint venture 


known as Central Queensland:Coal Asso- 
 ciates. The mines yield: mainly coking 
coal, most of which is shipped to Japanese : 


steel mills. BHP plans to form a consor- 


tium to acquire the interests of Utah. 
Development, which include a 76.25% in- 


terest in Central Queensland Coal as well 


| as full ownership of the Blackwater coal 
mine, also іп. Queensland. BHP already . 


operates some mines in the area through 
Thiess Dampier Mitsui Coal, in which it 
holds 58%, with CSR holding 22% ‚ Mitsui 


Co. (Aust) 6.6695. 


The Thiess Dampier Mitsui venture is | 
| developing a new mine, Riverside, in cen- 
tral Queensland and:-BHP is also develop- | 


ing the Gregory mine, BHP intends to in- 
ject all of its interests in Queensland coal 
mines їмо the proposed. ortiun 





which will serve to offset in large part any. 
| BHP outlay to acquire a major interest in 
| the proposed new consortium. At present 
| ВНР is producing slightly more than 5 mil- 


lion tonnes a year of coal for export from 
mines in New South Wales and: Queens- 
land and once expansion plans are com- 
pleted it will be producing close to. I0.mil- 
lion tonnes a year for export...» 

The Utah mines in Queensland have а 
total capacity of 20 million tonnes, though 
recent production levels have fallen below 
this because of reduced Japanese demand. 
Once the consortium is organised, BHP 


expects to hold between a fifth and a third. | 


of a venture with an annual capacity of 
about 30 million tonnes of coal à year. 

_ While the Australian coal operations of 
Utah will be injected into the consortium, 
BHP. will retain: ай other assets of the 
group. These include a one-third interest 
in the Mt Goldsworthy irom-ore mine in 
Western ‘Australia, the Island ‘copper 
mine in British Columbia, Canada, a 75% 
interest in an iron-sands venture in New 


Zealand and:coal mines in Kentucky and | 


чы) Virginia in the US. 
: In addition, it will hold a4 


| and Co. of Japan 13.33% and Mitsui and | 


will give the group a window on th 
“national mining sector. The dea 


outlay: for the overseas assets Ө 












the Samarco iron-ore mine in Brazil, 20% 


in-the Springer tungsten mine in the Us. 
25% in a small US copper mine, an 
offshore пш mine in the US; a half 
share of a very large copper: deposit in 


: Chile arid coal and copper exploration 
| properties in Indonesia. BHP. will-also‘in- 
‚Веги a fleet of about 10 vessels. 


Discussions have been under way" be- 
tween General Electric and BHP for four 
months. A memorandum: of intent. has 
been signed between the two parties. and 
BHP now-has nine months to organise the 
new consortium and conclude the deal. . 

General Electric acquired Utah Inter- 
national for US$1.9 billion in-1976; it was 
one of the first big US industrial groups to 
respond to the Opec oil-price increase of 
1973 by moving directly into the energy 
sector. As it announced. the agreement 
with. BHP, General Electric said the 
marked a return to basics for yt 
primarily. high technology. 









F or BHP, while the deal will proide! m 


opportunity. for a major rationalisa- 
tion of thé Queensland coal indu! 










Utah marks BHP's first major offshor 

quisition. At this stage, BHP’s to 

tal exposure to the deal is likely 

around 088700 million — its ex; "ig 
of 









However, the full details of its financial 
exposure will not be known until the pro- 
posed consortium has been organise 
Each of the existing partners in Central 
Queensland Coal may be approached to 
take up extra direct equity in.the new con- 
sortium, though given the size of the move 
other investors may also be approached. 
While investor interest in the Utah Deve- 
lopment. mines is clear, the details of the 
consortium proposal hold the. key tothe 
success of the joint-venture proposal. The 
Australian Mutual Provident Society, one 
of the partners, has already expressed in- 
terest, and Japanese partners are also ex- 
pected to be keen to take up more equity. 
One key effect of the move is that it will 
cut the. number of coal-marketing groups 
negotiating with Japanese steel mills from 
five. to. three — the proposed BHP-led 
consortium, CSR апа MIM Holdings, 
which is developing the Newlands, Col- 
linsville and Oaky Creek mines. The re- 
sponse of the Japanese mills will be of 
great iniportance; joint marketing by 
Queensland producers is now more likely. 
BHP will also be assuming a much 
larger role in iron-ore marketing, since 
along with its.existing Mt. Newman in- 
terest it will.also have a major interest in 
Mt Ft In the present climate it 
t > 


























Prime Mover. 


Behind the dynamic growth of 
IBJ the Japanese economy is the 
@ foresight and innovative spirit of 
the country’s banking institutions. And among 
the prime movers providing funds and services 
for expansion of plants and equipment is the 
Industrial Bank of Japan. IBJ is Japan's largest 
and oldest long-term credit bank with $65 bil- 
lion in assets. As main bankerto Japan's key in- 
dustries, IBJ has the resources and capabilities 
needed to actuate any business anywhere in 
the world. If you're planning a major project, 
plan with a prime mover. IBJ. 





IBJ 


INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku, Tokyo 
Phone: 214-1111 Telex: J22325 








Almost any copier will have at least one feature you. os economy, we made sure our copier consumes a lot 
but our new NP125 is probably the only copier. in ie Wu less electricity than copiers that do a lot. less. When 
world with everything you'd like. oss the NP125 isn't making copies, it shuts itself off. 

To begin with, it's the world's smallest copier wi ith Ue Even so, it's ready to make copies right away without 


reduction and enlargement. its two-way reduction lets you warming up. 

Лаке a full-size АЗ document and make either B4 or A4 We also included a touch-sensitive control panel, single 
-copies of it at the rate of 12 per minute. Or you can make component dry toner, two-sided copying, single-sheet 
larger copies from small originals. bypass feeding, and more. In fact, we packed in 
And since one reason you buy a small copier is for the — everything we could think of except a high price. 
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CANON INC. TOKYO, JAPAN For further information, please contact 

Hong Kong Jardine Marketing Services Ltd. P.O. Box 30748 Tel. 5-7909011 Taiwan Ability Enterprise Co., Ltd. Taipei Tei. 5213366 Singapore Ganon Marketing Services Ple, Lid. Tel, 273-5311 
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partner. orcon- 
"for instance, 
a strategic 
ties; didi 


strategic holdings — it might have been 
called “warehousing” in the days of Sla- 
ter Walker — including one of around 
20%:1п the. ill-fated: Carrian /Invest- 
: ments, a holding:since. written. down 
by HK$28.7. million. (US$4.4 million), 
Carrian Investments itself; it seems; was 
; quietly raiding ЈЕЅН: Сагат original 
| stake of 2295. in JFSH was increased to 

. 34% (which JFSH knew.about) but Car- 
rian apparently continued buying in the 
market until it reached just over 45%, 
something JFSH claims it learnéd about 
only when the cash-desperate Carrian 
asked it to place with new investors а 
block of JFSH that big, on Сагпап' sbe- 
half... 
Just whether this was the sequence of 
| events, or whether JFSH effectively 

© flushed out Carrian by making a final сай 
on the partly paid shares early in January 





- Shroff is-unable to ascertain. Likewise, 
г Carrian managed to evade the 
jid-trigger. in the local takeover 


-P whereby JFSH will split itsel 





"While JESH was. "busy builiting?ip f 


| (Shroff, Review, Jan. 6), is something |. 





exactly flown since then.strading in a 








- code by placing some of its JFSH shares 


with local Бапке оп a buy-back basis 
(thus not legally qwning them) is a mat- 


ter for conjecture and something thè- 
Securities Commyssion is looking at. 

What is more interesting is tlie sub- | 
“sequent entry of First Pacific on to the | 


scene. 

First Pacific already had around 1095 
of JFSH shares and agreed. to take a 
further 10% (from Carrian's stake). But 


‘with Carrian out of the way, the door 


was opened to much bigger things. JFSH 
and. First Pacific cooked "а deal 
into two 
companies with a share distribution in 


| | specie to give existing holders of JFSH a 
| share in'one of the new companies for” 
every one they hold in theexisting JFSH. 


The new company will have a net asset 


кз value. of about 80 HK.cents a share, or 
around half the present net asset value of Е 
ak JESH, 


First Pacific then aims, to maké 1 FSH 


t | shareholders a cash offer of about 80 


Gents a share (or up to HK$80 million in 


L total) im respect of their interest in the 
other new company, which will in turn | 


become a quoted vehicle for First Pacific 


to inject the 51% stake in Hagemeyer it | fi 
| is now seeking to acquire. The deal is 


subject toa legal scheme of arrangement 


(because it involves an effective writing 


down of JFSH's'capital), to First Pacific 


getting at least 51% acceptances ‘from 


JFSH holders and to the Hagemeyer 
deal itself going through. 
First Pacific says it likes the deal be- 


cause itwould otherwise have had to buy 
another: quoted "shell" company into | 1 
which ‘to inject Hagemeyer; just as it | 


тоште Shanghai Land (REVIEW, Apr. 
2,782) in order to inject Liem's financial 


i interests (and re-named it First Pacific 


Holdings). The going price for shells in 
Hongkong is still a prohibitive HK$8-10 
million and a complete new listing for a 
company whose assets will initially. be 
outside Hongkong (Hagemeyer) might 
not have been easy. 

First Pacific. also will receive roughly 
half of JFSH's existing portfolio which it 
can sell off if it wishes in order to fund 
the acquisition.of its new vehicle (which 
will: probably be. called First Pacific Ine 
ternational). Most significant perhaps. if 


some of the JFSH shareholders decide to 
|. Stay im rather than take the cash, First 


Pacific International will have а ready- 


made set of institutional investors an. 
Hongkong and London. 


But what's in it for JFSH? True, the 
(partly paid) shares issued of ЈЕЅН at 
НКТ each in October:1981, have not 





high-low range of 75 
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that this would be an “interm 
in the process of opening Japan 
cial market.” 

































cause “h 
be їтргас 
separating o 











tic interest rates has run i 
than create a.two-th 
thinks, ^ 
The Ministry of Finance $ 
larly worried about the inspact o 
| offshore zone on domestic interest rate 
and on the internationalisation of th 
yen. So. Hongkong and Singapor 
twin centres of thé Asiadollar market, 
London and New York 
dollar centres, can brea 
the Japanese challenge fo 
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COULD HAVE. - 
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gross national 


product (GNP) approaches 
$100 billion and is growing at a rate of nearly 
% per year. Winstons ttal GNP M шел 22 А 


the 29 countries in Europe, every country in 
other Asian countries expect Japan and. 


4S. Canada and Brazil; iiri este QUA ets 
most revealing. m 
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Enrique Zobel 


m оар. among the. government, the 





| with the Securities and. Exchange: 


ruptcy laws ap rd did not UE 
Carrian group chairmán Ge 
engaging in business in 

Singapore citizen, beam 
his home country incl 


charged until Jue 1980. aly he. was am 


ба 


tor in Hongkong: fie Wat t time. The 
case once again brings up.the question of 


how effectively — or ineffectively-— laws. | 






on busyffess practices, are enforced 
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A Soriano-Zobel squabble a | 


| San Miguel could lead to an. 


By Guy Sacerdoti 


oft the board, of Sun Miguel re 
it publicly. listed 


es 
e stockmarket purchase of San 
Ayala Corp. i 

À 2 

The squabble involves not 

seat-as vice-chairman of the 5 
board, but also theissue of del пн of 
corporate powers and, to a large extent, 


corporate Scions and Ше 

їп а о. 
moves, Чапцагул са saw: 
» Zobel's personal shareholding i in San 
zd vault to about 18% through the 



























| consolidation of family-.and:Ayala-held 
shares, along with the purchase of board. | 
director. Ramon Siy's personal өш | 
| wanted. 


shares. 


Andres Soriano; chairman and chief | 


executive of San Miguel. expand his direct 


influence from about 18% to 2576 through © 


the purchase of long-time board aspirant 
John Gokongwei's 5%. holding and an ad- 
ditional estimated 2.8% from sellers who 
had: previously promised to sell out t 
Zobel. 

» А complaint led by thé Z 


tion into possible viola! 
pine Corporation Coi 


| own by-laws dueto 


e Tan from 1 


| bankrupt — and has not been renewed 







“his legal name Tan Soon Gin while in 





Registr 


s Lik Sang: Investment, ) 
Мау 1975: Tan was one of the directors. 





d firm. in« the | 
has erupted following. the | 











spoken on. the effects political and: 






ted in 1974 — MES ег e went 

and the basis for his.continued stay 
Hongkong remains unclear. (REVIEW, 
Тап. 27). Tan was known in Singapore by 









Hongkong; he is called George, 

cords ас the Hongkong Companies 
y.shio: | 

“hung Hung Sang, subscribed. 

ital of a property company call 

incorporated іл 






€ of a host of co: 
thought to hav connections with 
nan. group; many of them were. set up in 































powers of the dard of aires 
Soriano and allows him to sub-delegate. 
these powers to San Miguel executives. — 

Fhe aim of these manocuvres is to con- 
solidate. influence, first, for the. San 
Miguel board.meeting scheduled for Feb- 


“ruary 23 at which nominations for the 


; 1983-84 board will be finalised and, sec- 


I. ondly, forthe annual general meeting.of > 
ће company on May 10. The Soriano- 


Zobel squabble | emanates.from a board 
meeting. in March 1982° when,. with 


Soriano heading: for a US hospital for: 
biopsy of a possible brain tumour, Zobel 


requested: copies of all contracts worth 


more ат Р 100,000 (US$10,753) signed 


during Soriano's absence. Soriano refused 
despite an April.2 letter from Zobel out- 
lining . precisely ` the information. he 








Although the two are first cousiris and 


© from families which traditionally run two 


of the largest and oldest conglomerates in 
the Philippines — the -Ayalas. started in 
1834 while San Miguel was set up in 1890 


“uthe two maintain some of their business 
cin similar fields. While -Zobel's interests 
| are:mos 
y influence with a milk company, food pro- 
"i. cessor, hotels апаа hybrid corn-seed farm 


s a minority shareholder, his 





allegedly compete with San Miguel opera- 


ons. 


CARO, Zobel has historically been out- 
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the 19 0 andi n th са: e of some, the 
mate ownership remains a mystery. 

In an article based on an interview with 
Tan, the January 1982 edition of Insight 
magazine said Tan held 99,999 HK$1 (15 
US cents) shares of the initial capital of 
HK$100,000 of Carrian Nominee, the 
Carrian group's parent, which was regis- 
tered in 1978. In early 1981, just after his 
bankruptcy case was settled, Tan took 
over formally as Carrian chairman, re- 
placing Carrie Woo, his one-time secre- 
tary, who has since left the group. 

The public was told in February 1980, 
some months before the bankruptcy was 
settled: “Carrian is a wholly owned sub- 
sidiary of Carrian Nominee Ltd, the whole 
of the share capital of which is beneficially 
owned by Mr George Tan and various 
members of his family." The disclosure 
came in a formal offer document which ac- 
companied the group's takeover of Mai 
Hon Enterprises. (Mai Hon was trans- 
formed into Carrian Investments Ltd, one 
of the three publicly quoted arms of the 
group.) 

Restrictions against bankrupts аге 
based on the idea that if a person owes 
money, he should not go on to control or 
accumulate fresh assets until he has settled 


economic policies of the government have 
had on business and is a prominent 
member of the board of the often-critical 
Makati Business Club (REVIEW, Sept. 24, 
'82). Government influence on San 
Miguel is voiced via Foreign Minister Car- 
los Romulo and Philippine Airlines chair- 
man Roman Cruz, both of whom are 
board directors. 

While Zobel says his commitment to 
stand up for the interests of minority 
shareholders prompted his request, 
speculation was that he may also have 
wanted to protect the traditional interest 
in the firm from any encroaching govern- 
ment or Filipino-Chinese influence should 
Soriano's illness force him to retire. 


[' any case, the minutes of the 1982 an- 
nual meeting mention thc issue of delega- 
tion of powers, though this was only for- 
mally discussed and passed as a resolution 
at a June board meeting over the objec- 
tions.of Zobel and his nominee director at 
San Miguel, Eduardo Lichauco. But 
Zobel's plan to fight his cousin over the 
issue only developed after he learned his 
seat as San Miguel vice-chairman was in 
question. 

Gokongwei has tried unsuccessfully 
several times since the early 1970s to win a 
board seat at San Miguel. Arguments that 
his companies, Universal Robina and 
CFC Corp., conducted much the same 
business.as San Miguel's food-processing 
division kept him beyond the pale from 
the Sorianos’ perspective. But in 1982 
Gokongwei became a director on the 
boards of Andres Soriano Corp. (Anscor) 
and San Miguel Hongkong, the former 
holding the management contract for San 
Miguel and the latter a subsidiary. 

Gokongwei argued that if the Sorianos 
acquiesced to Zobel sitting on the board, 
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his debts. Thus, Section 156 (1) of the | motion 


Hongkong Companjes Ordinance states: 
“If any person g an undischarged 
bankrupt acts as dirkctor of, or directly or 
indirectly takes partin or is concerned in 
the management of, any company except 
with the leave of the,court by which he was 
adjudged bankrupt ће shall be guilty of a 
misdemeanour triaBle summarily and li- 
able on conviction tp imprisonment for six 
months and to a fine of [HK]$5,000. " 

But as it stands, the ordinance does not 
make clear wheth@r the section covers 
only persons adjudged bankrupt in Hong- 
kong, or whether {coverage extends to 
those found bankrupt under the laws of 
other countries. The REVIEW’s legal ad- 
visers have stated, however, that under 
the laws of Singapore, bankrupts are not 
allowed to engage in business in Singapore 
or elsewhere. 

The facts on Tan's bankruptcy in Singa- 
pore are a matter of public record. They 
involved him personally and separately in- 
volved a construction-based КыЛ їп 
which he was a director, called Gin Corp. 
(Pte) Ltd. The REVIEW’s inquiries show: 

» Tan was adjudged bankrupt — ap- 
parently because he was unable to pay his 
debts — in petition No. 89 of 1973 on the 





"- o 
Soriano: nothing is certain. 


why should they object to Gokongwei? 
Thus, in September 1982, Gokongwei for- 
mally announced his intention again to 
run for a San Miguel seat. With company 
by-laws specifying that 75% of the board 
must object to anyone's qualifications for 
board nominee if his name is to be struck 
from the list, nine members of the 11-man 
San Miguel board must vote against an ap- 
plication. And then there is the need to 
pass a screening committee headed by 
Romulo. 

According to sources close to Zobel, 
Soriano told him late in 1982 that 
Gokongwei's argument was too strong 
and that Zobel would have to step down. 
That position was reiterated on December 
26 at a family meeting between the two 
cousins. But Zobel steadfastly refused and 
the stage was set for January's fireworks. 

Zobel launched his defence on two 
fronts, first, via his consolidation of 






=» 11 1972, Gin Corp. was ordered tobe 
wound up after a petition from Lee Wah — 
Bank, which claimed 55141,000 
(US$68,450) plus interest. f 
> In September 1980 the Singapore - 
Government Gazette published notice ой 
an order made on September 19, 1980 re- _ 
scinding the bankruptcy order against J'an* | 
because sufficient funds had become av- | 
ailable to settle with the creditors. *fa 
> In March 1981, the liquidation of Gin. | 
Corp. was settled and the company dissol- — 
ved. The settlement came after Raymond - 
Chua Yan Sian, a director of several Car- - 
rian companies, took a major role in pro- | 
viding for S$1 million to settle claims beg: e 
ally, of course, there was no need forChua, | 
to take on this role, as the debt was that о 
Gin Согр.). | 
Notwithstanding the events in Singa- 
pore, Tan's personal guarantee-was ac- | 
cepted by banks in Hongkong as security 
for sizable loans. This is evident from the — 
latest document on Carrian produced by — 
merchant-bank adviser Wardley — 
(REVIEW, Jan. 27). Loans partly or wholly. 
secured by guarantees from Tan range _ 
from one for HK$8 million to another for _ 
HK$80 million. uu 
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Ayala-related shares, confirming his enti- 
tlement to two seats and avoiding апу ero- ~ 
sion of support by proxy at the May elec- - 
tion. He also filed, through Lichauco, a 
complaint with the SEC claiming the dele- | 
gation of powers resolution violated regu- - 
lations and San Miguel's by-laws. While | 
the SEC ruled on February 1 that the dele- 
gation of powers was lawful, it also said _ 
certain powers could not be transferred 
and had to be referred to the board. The | 
SEC ruling, though basically favouring | 
the Soriano camp, effectively limited, as 
Zobel had sought, powers transferred 10 
corporate executives who are not on the 
board. | 

Zobel was. also allegedly talking with 
Gokongwei and Siy regarding the pur- 
chase of their shares, designed to push- 
Zobel's personal claim to three board 
seats. But Soriano. back from chemo- 
therapy in the US, pre-empted Zobel's 
plans by outbidding him for Gokongwei’s 
5%, purchasing Gokongwei companies: 
5.35 million shares at P35 a share, or ata 
75% premium over the then market value 
of P20. Soriano picked up 3 million more 
shares (2.8%) from unknown sellers the 
same way. But Zobel bought out Siy. 

Many observers assume that with Siy a 
director until May, Zobel can count on his 
support at the February 23 board meeting, 
when nominations for this year’s board 
will be completed. But that assumption 
may not be correct. 

Another question is how ће heirs of the 
late San Miguel director Eduardo Roxas 
will vote during the coming board meet- 
ing. Most observers expect them to back 
Soriano, but at this stage nothing is cer- 
tain. Only if Zobel retains his nomination 
for the board will the real proxy battle 
begin, and this may be something both 
sides would wish to avoid. ‚ B 
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Hongkong: The terri 
erty company, Hon 
nounced on January Al it has obtained a 
HK$4 billion (US$608.8 million), - 

year, secured loan. The facility will r fi- 
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. short-term borrowing: 
debt and. will provi 


mean that the whole of the company's pre- 
sent borrowing will 


formation ackape sup ied to 


banker and seen cim the REVIEW, Land. 
the шген yet 


rcial cre dit — to 
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| : Solt cover US$16.95 or HK$110 (or the E 

equivalent in. local currency). Add. the 
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By Philip Bowrhig’ 
Hongkong: Amid. all the gloomy news 


uncertainty over what the political future 
holds, the Hongkong stockmarket. has 


gf | 







z и points іп January, Much of this has been 
а dw due to foreign buyers picking up: high- 
ад incide tha Vewdbodk а oun yielding blue chips on the theory that the 


worst is probably over and that dividends 


U8$16.95/HK$110, For airmail delivery, - 
i : now discount much of the political risk. 












timism about the performance of the 





as responding rapidly to.the United States 
recovery which is now supposed to be im- 
minent — notwithstanding that real in- 
terest rates on long-term paper: are still 
around 8%. 

Hongkong’s optimism has béen fuelled 
by a Sonsiderable, degree of una 
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argest prop- 


nance HK$3.2 billion, of drawn-down 
vith medium-term” 


of new money. Completion of the loan, 
which. is subject to documentation, will: 


iton a medium: to : 


jc mostly. relating. to. joint-venture projects i: 





about: the Carrian. group and. continued: 


made ‘a remarkably bright start to 1983, 
with the Hang. Seng. Index. rising 103. 2. 


However, there has also been some op- 


economy in general in 1983, which is seen. 





dfiesupa | HK$4 billion loan packagé which ^ 
will. mainly be usg to refinance existing short-term debt. 


is, ín part, the result of the aggress 
pansion policy Land pursued in 1982 апа, 
in part, because of the sharp d 
the still glutted local property market, 
„exacerbated by continuing political wor- 
ries. апа? total outstanding debt at De- 
cember 31, 1982, stood at HK$15.1 billion, © 
including a HK$1.9 billion final instal- 

ment payment due to the’ Hongkong Gov- 
ernment in 1984 for the prestigious Ex- 
change Square site in Central district, This 
contrasts with total debt of just j 
billion in the last set of accounts fo 
end 1981. Gearing; however, does 

pear too high, either by interna | 

local property-company standards. Ac- 
*cording to Land's figures, shareholders" 
funds stood at around HK$25.4 billion at. 
thé end of 1982. Contingent liabiliti 


(including two with ill-fated Carrian In- 
vestments) are put at HK$1.73 billion at 
end-1982, though no breakdown is pro- 
vided, : 
Still, Land may well be regretting both 
the extent and the timing of itsrecent dash 
for growth — the company also bought 


substantial stakes in two local utility com- 


panies in 1982. "That aside, the announced 
refinancing makes sense. The loan is com- 


Forecasts of cng ng's vds prospects from . 
: optimistic i in light of events - 


among. forecasters: Financial Secretary 
John Bremridge early in the year pre- 
dicted. — informally — that real: gross 
domestic. product. should grow by about 
6% in.1983. Bremridge said he was not 
-sure whether the stimulus would come 
from export growth or domestic demand, 
Soon... afterwards, .. Chemical. Bank's 
economic research department came in 
with a 5.5% growth forecast. Dr T. B. Lin: 
of the Chinese University of Hongkong's 
economics department. was slightly less 
optimistic .but.still estimated that. 5% ; 
growth was attainable. T 
However, these . forecasters have, 
reached their. conclusions by such. diver- 
gent routes. that. time being the 
| estimate of only... 
k to this until 
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percentage point a 
inter-bank offered 


thereafter and НКА 
point over local pri 


sweetener, an 
policy locally, 1 
financing agains fo 
properties. Fifteen ba 
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a about recent management policy, bankers 
had little choice. If they were not prepared 
to support blue-chip Land, with its 


te portfolio of prime sites and solid rental- | 
earnings base, it could legitimately be. | 


asked what they think they are doin 
operating in Hongkong: 


С components, at the time of the late Feb- 
; ruary budget. 

; Any forecast for this year depends to 
‚ some extent on the outcome for 1982. The 


further setbacks. to exports іп the: final, 


quarter of 1982 suggest that the Sep- 
tember revised forecast of 4% «GDP 
growth will not be reached and that the 
, Outcome will be closer to 3%. A 
decline in real 1982 domestic exports en- 
hances the prospects for a sharp revival 
‘some time this year. But Hongkong will 
need more than a recovery in US demand 
.., for exports to regain 1981 levels. Chemical 
2“ Bank sees export performance not begin- 
-ning to pick up until the second quarter at 
the earliest and for the-whole year esti- 
mates zero real growth in trade. It sees 
~ domestic demand and the financial-ser- 
1, vices sector providing the impetus for the 
economy. 






in is not quite во pessimistic about 
mirade, expecting. 2.5% growth in 
domestic exports. But that still leaves 
domiestic demand as the mainspring. Even 
ridge, ‘who is close enough to the 
ow the problems of the pub- 
ves in the possibility of 
inestic demand. 

difficult to see how 
"ds going to come 

















* But ultimately, whatever mm may feel | 
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|| total sales. incre 
“billion forthe fischl year ended Nov. 30, | 


| least 60 HK pene a share on the in- 


| ous expansion 


Consolidated net rofitof TDK Electro- 
nics, Japan's top fhanufacturer of ferrite 
and ‘magnetic tabes, was up 6.3% to 
329.2 billion (U$$121.2 million) while 
d 12.896. to 1€ 304.5 








' 1982. Net incomepincreased slower than 
sales because TDK had invested in over- 
seas sales channels that now sell video 
tape-recorder tapes under their own 
brand names. Sales of magnetic tapes, 
mainly video tape-recorder tapes, made 
i up for the sluggish sales of electronics 
‘parts, accounting for 54.3% of the total 
turnover. — KAZUMI MIYAZAWA 


| Slower profits for 


Profit growth-at the Hongkdng-based 
Bank of East Asia slowed (0 119% in the 
year ended Dec. 31, 1982, from а 38% 
increase in the previous year. The 1982 
net profit amounted to HK$135 million 
(US$20.6 million), compared with 
HK$121.6 million in 1981. Earnings per 
share; after the net effect of a 1982 bonus 
and rights issue, rose to HK$1.77 from 





| HK$1.66. Directors of the traditionally 


conservative bank, in what is considered 
a morale-booster for shareholders, 
proposed а one-for-10 free share issue. 
The annual meeting on March 30 is ex- 
pected to declare a final dividend of at 


about. Bremridge himself has said govern- 
ment recurrent-spending growth must be 
kept to 1-2%. And owing to the very seri- 
ous fiscal problems caused by the collapse 
in property revenues, capital spending is 
likely tobe static. Private-sector- invest- 
ment in plant may stabilise after a sharp 
fall in. 1982 — though it is a big if. But 


there is no way of avoiding a sharp fall in 


private-sector construction. Many pro- 
jects are coming up for completion. while 
many: new ones are being indefinitely 
postponed. 


Nor can, much hope be pinned on 


domestic private consumption, which in 
1982 probably grew around 376. Short- 
time working is.rising and wage increases 
have been lagging behind inflation. (Con- 
sumer prices are still rising by an annual 
rate of 10% and are unlikely to fall drasti- 
cally in the short term owing to the weak- 
ness. of the Hongkong dollar.) Thus there 
is little likelihood of consumer spending 
leading the way. 

: The growth star of recent years — finan- 
cial and related services — will also find 
‘growth much more difficult as the sector 
(both domestic and offshore components) 
corrects some óf its previously over-zeal- 









` The weak Hongkong dollar is already 


rters and the current: ac- 
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| imports remain depressed Бу 









creased. capital chi 
K. P. Lai said. The bank к 
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pansion plans. Its 25-86 
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Although 1982 was a bad year 
metals, Philex: Міпіпр € 
Philippines managed t 
after-tax: net income to 
(US$19. Lmillion)- 

dited estimate anno 

Henry Brimo - 10 










count tax savings realise 

sure of the Stonino copper mine 
by Baguio Gold Mining Co 
ated under contract by: Philex, 
said. ‘He’ told shareholders. tha 
“may well prove to bea bann 
the company, whose coppe cone 
output contains more gold by-pr 
than that of any other Philippine m 
Brimo attributed the exceptional, 

















































| mance mainly to Philex's money- 


non-mining ventures in banking: 
manufacturing . along with its 
subsidiary, i in oil ventu 
: —LEO RE 


count. The trade deficit, which ni 
sharply in 1982. could narrow furt 
exports begin to recover. while 


domestie:demand.— even. allow 
some: restocking of raw material 
ever, private capital outflows со 
main a. problem, more than off 
further improvement likely in the 
account, As it is, the extent of priv 
flows in recent months has probab 
cushioned by inflows as the govel 
has drawn down foreign-currency t 
rather than its Hongkong dollar hok 
tó meet its deficit. 

This would also help explain the 
ity in the money market in. recent. w 
A combination of renewed wea 
the US dollar with reduced offi 
flows as revenues rise for seasonal re 
could put more pressure on ће trai 
weighted average of the exchange та 
But unless there is another bout of pol 
cal jitters or the US recovery is ag 
found to be a mirage, the local curt 
may not have much «difficulty holdit 
level of around.HK $6.50 to-USS$1. 

For the economy as a whole, hows 
1983 may well be — atleast 
terms — tlie most difficult ve 
— and. мотѕе | af the L 
aborted: 



















zenerally upbeat period to Jan. 31, most Asin markets cadéd higher. Manila was the 


performer, with trading dominated by the battle for San 
ad on local speculative interest and continued buying of bl 
le Singapore and Malaysia reversed a slow start to finish wall upon the period. Hongkong | 


iguel. To yo moved briskly 
chips by foreign institutions, 


ато break through а psychological resistance point and Sfoul fell against. the trend. 


LA: Turnover reached a record P426.4 mil- 


(US$45.9 million), more than double. thé previ-' 


ecord and already more than a third of the total 
of P 1.2 billion in the whole of 1982: But vol: 
rnover was a normal 874.9 million shares, San 
lagáin dominated trading as wátringstóckhold- 
res Soriano and cousin Enrique’ Zobel en- 
ina buying battle. Soriano got more, paying à 
remium over what Zobel paid. In just two days 
26 and 27 — Soriano bought. P199 million- 
an Miguel stock from John Gokongwei and 

ion from Carlos Zalvador Ortoll, both major 
ders of the brewery-food conglomerate. By 
parison, in all of 1982, San Miguel moved 


6 million-worth of A and #35,5 milion- 


shares. The late focus was. on PLDT, the 
hone УИН and а recent dividend payer. 


rward on higher volumes, led by a number 
sian issues and unhampered by lingering im- 
mong some investors to take profits. 

now predicting a strong period that they 
ill take the Straits Times Industrial Index 


he 800 mark before a spring correction, 


his index closed on Jan. 31 at 777.59, a 

5 points on the period, while Fraser's In- 

Index closed up 116.52 points. at 4,417.34. 

volumes averaged 12.6 million shares with a 
.6 million in the penultimate session. 


The market declined under heavy selling 
ure in advance of the Lunar New Year, Reports 
ancial trouble incurred: by Chung Hsin, a listed 
tment store with extensive property assets, hurt 
tors’ confidence. Construction and food-pro- 
10 issues fell the most. The average weighted 

slumped nine points to close at 439.67, Aver- 
olume inched up to NT$347 million | US$8.7 


ALA LUMPUR: The market again took its cue 


Wall Street, dipping sharply.on Jan, 25 after the 
end's Opec summit failed to reach agreement 
ricing, then recovering steadily to close the 
d 40 points ahead at 2,673.21. Turnover rose 
gly to 41.6 million units with speculative stocks 
acting most of the buying interest. Volume leader 
roperty developer Menang Corp:, which gained 
cents (5 US cents) to M$1.59 on 2.5'million 
res traded. The financial sector was particularly 
upported, with 12 of the 14 coünters showing 
reases. Selected tin stocks also performed impres- 
Jy; apparently on overseas institutional buying. 


K L: | ‘Share ж fell: across the board with the 


uted the decline to heavy: withdrawals: 
the Lunar New Year; property inv 


js 6 million hare: changed hands, down from the 
daily. average of 11 million for January. Among big 
ег were trading and transport issues. ~ 


BANGKOK: 





NEW ZEALAND: The trend of the previous 


period was strongly reversed and prices firmed stead- 
ily as {һе supr | ü 


"mainly from private clients looking for better returns 


than the money markets are providing since interest 
rates have crumbled. Biggest price gains were: made 


by Brierley Investments, Fletcher Challenge, NZ- 


Forest; Products and the NZ South British Group, 
which are all heavily weighted in the index. Explora- 


ocks remain very active; with the mining index | 


up 23.495 during. the period. 


| TOKY 0: The market gained amid erratic shifts of 4 


investor interest. Oils, non-ferrous metals and chem- 


.icals were, generally. purchased. There was also а 


speculative current ^ that; centred. on low-priced 
shares, though foreign. buying tended to stay. with 
blue chips. Towards the, end of the period phar- 
maceuticals attracted interest: Individuals were the 
main players. The Nikkei-Dow Jones Average closed 
almost 270 points higher at 8,103.47 on пев turn- 
over in the latter days of the period. 


ASG 








AUSTRALIA: Share prices firmed in the four-day | 


period. (Jam. 31 was a public holiday. ) Mining stocks ^ 
led the way'on thin turnover. The Australian AlEOr- 


dinaries Index closed at 536.6 points. Withia stronger | we 


gold price, most activity was concentrated оп a 


number of smaller gold stocks, with some encourag- 


ing exploration news buoying trading interest. Stocks 


| such as CRA, MIM Holdings, Bougainville Copper, 


Peko Wallsend'and Renison Goldfields all enjoyed 
strong rises onthe back of a slight improvement in 


commodity prices: However, market-leader Broken | 


Hill Pty was marked back in late trading on Jan. 29 


following the disclosure that it intends paying US$2.4 
- billion in cash to General Blectrie-for its subsidiary 
Utah International(page 73). Butsome price recovery. 


was.expected when trading. reopened after clarifica- 
tion of the group' sintentions following the purchase. 


HONGKONG: The Hang Seng Index again failed 


to push through the key 900 resistance level. and 


‚ closed 7.44 points down at 887.04. Overseas institu- 


tional buying continued to be met by local selling. 
one broker commenting that a “flood” of stock was 
usually available to meet big overseas orders. With 
the market's failure to climb to new levels following 
its sharp gains since early December, caution is grow- 
ing, with more investors looking for à correction. 
Further bad news on. the local corporate front may 
also not be fully discounted. 


Investors maintained а selective 
stance in cautious trading. The. Book Club Index lost 
0.16 of a point to close at 110.97 on average daily 


tinued: steady buying of cements helped to inject 


"some confidence. A further easing of interest rates. | 
_ provided an encouraging sign for the future: A'1.5% 


cut in the official lending rate, agreed by the govern 
ment and banks (Briefing, REVIEW, Feb. 3), was fol 
lowed later in the period by а 1?5.drop in. one-year. 


d posit rates 
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"My laundry was 


„= 


returned at 2 p.m. © 
the same day.” 


When that guest comment réached our 
manager he scribbled in the margin; 
"Let's try to get it back by lunch time”, 
ignoring in the process the rest of the 
comment: "Not a crease was out of 
place!” 
Weill now, we've done a bit of scouting 
around and were happy to report that 
as things stand we beat most hotels 
by an average of 4 hours — working 
from a 9 a.m. laundry pick-up time. 
The reason's simple enough — we 
have our own laundry and dry cleaning 
facilities right here in the hotel. But 
that doesn't make us different enough 
What does is that in a number of cases 
we've met that lunch time deadline. 
We just haven't beaten it — yet 


nil The Orchard Singapore 
It's the difference that makes 
the hotel. 
442 Orchard Road, Singapore 0923. Tel 7347766 
Telex: RS 35228 ORTEL. Cable: ORCHARDTEL 
Enquire about Penang's first Business Resort 


Hotel: The Urchard Penang, Tet 04—891111 
Telex: ORCHEL MA 40310, Cable: ORCHARDTEL 
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| he Hawaii International Services 













Agency (HISA) looks on itself as a 
“mini state department,” according to its 
administrator, Thomas S. Sakata. 
Therefore it is conducting a very dip- 
lomatic campaign to woo more invest- 
ment from Hongkong. “We fully ap- 
preciate what China has said over the 
past few months about Hongkong,” said 
an HISA spokesman. “We think Hawaii 
represents an option, an alternative.” 

Every nation or territory in the Asia- 
Pacific region has also appreciated what 


China and British Prime Minister Mar- | 


garet Thatcher have been saying, or re- 
fusing to say, about Hongkong's future 
before and after 1997. Hawaii, like the 
Philippines, Thailand, Singapore, Tai- 
wan and even the Northern Marianas, is 
aware that there is a lot of cash in Hong- 
kong nervously waiting to flow some- 
where else if necessary. 

Hawaii's pitch for some of that cash 





has been a low-key one so far. The 
state's. most public effort has been 
merely to increase its annual total of. 


Hongkong tourists. A puny 30,000 or so, | 
they have been getting greater atten- | 


tion from the Hawaii Visitors Bureau 
(HVB), which hopes to boost the an- 
nual figure by 10-20% through improved 
wholesalers’ packages for stopover visi- 
tors en route to the mainland’s West 
Coast. 

Hawaii is also taking part in the Unit- 
ed States Conference of Mayors’ invest- 
ment-boosting exhibition in Hongkong 
this month. But it has bigger ambitions 
for the long term. “We can act as a finan- 
cial centre for the Pacific basin,” said 
Kenneth F. C. Char, president of the 
HVB and a senior state official with past 
experience in trade and industry. 
*Frankly, we aim to copy what Hong- 
kong and Singapore have done." 

Until recently any Hongkong money, 








that went into Hawaii went into pro- 
perty. Condominium blocks throughout 
Honolulu filled wifh the sounds of the 
Cantonese language — and of mahjong 
tiles — during thi summer. Although 
these investments did not qualify Hong- 
kong people for American residence 
permits, they were фаѓе havens for liquid 
funds that had b@en siphoned out of 
Hongkong's specufative property mar- 
ket. The prices of Honolulu property did 
not disturb the Hongkong belongers 
either. 

To people who had happily adjusted 
to Hongkong 's land costs, the fact that a 
Honolulu housing-site cost per sq. ft was | 
12 times the American average added to | 
its attractiveness, The average price of a 
home in Honolulu — nearly US$185,000 
for a detached house on a 6,000 sq. ft site 
in 1981 — was to a Hongkong resident a 
relative bargain. Away from Oahu's | 
elite areas, or on the beachfronts of neigh- 


BARRY GIRLING 





better. 


B: institutional investment was on a | 
smaller scale. The best-known coup 
was that of Jardine Matheson which pick- 
ed up the long-established Theo Davies 
sugar firm at a bargain price just before 
sugar prices rose dramatically. One year 
later, the Theo Davies plantations had 
paid back Jardine's investment. But 
would Hongkong capital be likely to 
move in large amounts to an American 
state in the middle of the Pacific, that is, 
a long way from the basin's booming 
rim? Char hopes so. "Hawaii is a geo- 
graphically convenient environment," he 
said. “Our Asian-influenced work ethics 
are high. Apart from some outstanding 
problems with the Federal Reserve, our 
banking laws are now attractive, and we 
have some smart people here." 
International bankers, however, won- 


























der whether Honolulu could host big- 
league finance. Kenneth H. S. Kwak, 
HISA's international trade specialist, 
recognises that “Hawaii is capital shy.” 
HISA, he says, is “trying to attract re- 
gional headquarters of multinational 
corporations first. Some bank chiefs 
have come through and expressed in- 
terest. They see Hawaii's advantages 


| time-wise. But we have to sell our local 


banks on the idea." 
Those are the Bank of Hawaii and the 
second-ranking First Hawaiian. Even 


| the Central Pacific Bank, with its large 


Southeast Asian shareholding interest, 
and a cluster of so-called “Chinese 
banks" run by  Chinese-Hawaiian 
families would probably have mixed 
feelings about a Hongkong bankers' in- 
vasion. Char acknowledges: "Local 
banks have been less than supportive, 
though there is a growing awareness that 
competition is healthy. Our appeal so far 
has been geared to American banks. 
They're more aware of problems such as 
taxation." Foreign banks have so far 
only established representative offices, 
though Char believes Hawaii has one ad- 
vantage compared to other fledgling fi- 
nance centres. ^We can offer integrity," 
he avers. 

Hawaii’s trade with Hongkong is also 
relatively insignificant. The 1981 two- 
way total of US$33.6 million made the 
colony Hawaii's 13th most important 
trading partner, ahead of New Zealand 
and Britain, but way behind Japan 
(US$274 million) and even Taiwan 
(US$86 million) among the state's non- 
oil-producing partners. (Indonesia, sup- 
plying US$709 million of imports, ac- 
counted for nearly half of Hawaii's total 
foreign trade.) Hongkong exported al- 
most US$29 million worth of goods to 
Hawaii in 1981 — primarily jewellery 
and precious metals, whose inflated 
values largely accounted for the 
threefold growth during the past decade. 
But Hawaii's exports to Hongkong are 
usually only US$3-5 million per year. 
Animal and vegetable products account 
for half the value. 

Gene Wilhelm, the HVB district di- 
rector on the so-called Big Island of 
Hawaii, recalls researching local ar- 
chives and discovering that Hawaii had 
once exported coffee to Imperial China, 
so there is a traditional Chinese connec- 
tion to maintain. The feasibility for a 
new Chinese connection, importing 
Hongkong’s capital, will depend not on 
how welcoming Hawaii's "Aloha spirit" 
is, but on whether the state can really 
come good on its claims to be genuinely 
the centre of the Pacific. 


~~ BARRY GIRLING 
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In April 1980, as the Thai phrase fas it, a golden 
chariot arrived at the door of a lleluctant Prem 
Tinsulanond when he was elevated to the pre- 
‚ miership in place of Kriangsak Phoman t 
.that time. Gen. Arthit Kamiang-ek wa: 
another serving officer. Now, after a me 
se, Arthit is army commander-in-chief | 
being talked about as a future mil 
. strongman. However, Arthit is a fervent patriot- 
— and he is also firmly loyal to his mentor Prem 
— so he will be unwilling to rock the boat of 
. Stable government. Chief correspondent Rod- 
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In a dramatic day 
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Mongolia places more stress on 
teaching Russian — and instilling 
communist values in the young. . 


l Regional Affairs @ 
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jo New Zealand: Life begins at 40 
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~ Calming the waters `.. 
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Cambodia: Battle on the border —_ 
Cover story: Distant rumble of a 
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themind ss e Cn Le 
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Page 28 

With the Indonesian presidential 
election a foregone conclusion, 
attention focuses on the govèrn- 
ment's new policies. 


Page 30 : 


Manila's- archbishop, Cardinal 


| Jaime Sin, oes not absolv 


part in freeing censorship la s 
during the recent film festival. - 
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| Page 
The indian cabinet reshuffle does 


little to bolster confidence in the 


| government or the ruling Con- | bi 


gress party. 
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The burden of bailing out sick 
firms is taking its toll on the Deve- 
ортон Bank of the bib ciis 
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án Holigkeng would not be worth the 
paper they are written on, and апагсһу 
, would prevail.) i 
H ialist morality and legality 
north of the Shenzhen River take cogniz- 


After reading such 
Editor: Derek Davies _. tion of articles or 
Deputy Editor: Philip Bowring О | (Review, Jan. 20], 
Regional Editor: David Jenkins; pp quibble. However, 

Richard Breeze (Deputy: — |tralia by а dele; 




















V. G. Kulkarni (Assistant): . National People's Gong including. ance of force, determination and self- 
Business Editor: Anthony Rowley; |1 noted ‘historian Lid i has per- He ngkong's economic position 
Paul Sillitoe. (Deputy). Os suaded me not to share the generally up- | with China not a mere 176 of China’ 5 
Cheah Cheng Hye, Christopher Wood (Assistants) - |} beat conclusions in your articles. 
News Editor: Mike Mactachlan = Addressing a reception hosted by Syd- 
Editorial Manager: Michael Westlake =., = ||. ney's Chinese community, the delegation 


Chiet Correspondent: Rodney Tasker. 
Writers: 7 







-insisted that "the overwhelming majority | 

e AM cate E i of the. people of. ngkong and Taiwan 
alamat uth ài lest sia atior "ue 

Nayan Chanda (Diplomatic). : y the MothisHaitd л. 


` Robert Delis (China Economy. | ibly: e information fed.to 
г Gene Gregory (Technology): . _ ]] the honourable ress-comrades? 


Mary Lee (Hongkong); How- many leaders of the Chinese com- | nò reason "to ‘believe that this modus 
Teresa Ma (China Trade) | munity in Hongkong have tried to change | operandi will not continue. 
Focus Editor: Donald Wise | such perceptions? It seems that in all the Of course, all good Marxists would 
Ай Director: Morgan Chua; numerous discussions on Hongkong's fu- | argue that the consolidation of Jaw, and. 

















































< RankTamiAssiston] = > ture in your pages, one central issue needs | hence the state, is anathema to the aim of. 
a Editon: Кидап: more‘airing: can a capitalist, free-enter- | the dissolution of the state. It is not my in- 






prise. economic- system . survive. under 
BÜREAUX ^o | 7| |, China's legal system? Anyone who has 
Ban кок: John McBeth, taf p lived and worked in China, as І have, will 
Раа! Sricharatchanya [tel. 2511139) not trust themselves to the mercies of 
: Susumu Awanohara, Chinese legal practices — where the boun- 

Man gi Habir (333638) daries between criminal, civil'and political 


Kuala Lu . Das, Jeffrey Segal (208972). 
; Mania: Sheilah campo Kalfon. are never defined, certainly not by any 


Guy Sacerdot [572081] =  .|| civilised stand rdknownto the Hongkong Shaggy dog story 
: Peking: David Bonavia (668547 c IB gers, C ie punishme ) Your interesting article on ди Asia 
‚ Seoul: Shim Jae. ро Thomas Cher 3695) |! haphazard, | [Review, Jan. 6] does not come out and 
"aps Andrew Tarver (71 p | ife is more than making a quick buck | say so, but it implies, correctly, that 
Tokyo: Mike Tharp, [| via short-term investment. »across~ the | Filipinos increasingly turn to jokes to ex-. 
Hikaru Кекте ates [9 | Shenzhen River. While the Hongkong in- | press their views, as they did during the Ja- 
panese occupation, when their press was 


| | vestors are promised, orally as always, the 
| |. continued opportunity to make money, L | also gagged. As Lobserved during my last 
visit to Manila, Filipinos weave variations 


2 || atleast, have heard nothing about pro- 
Jayanta Sarkar _| | mises regarding the social environment: on:themes that are taboo in their so-called 
" New. Society. 


ч ‘a do > What are the proposed changes in the 
education system? New textbooks to in- Thus, I heard a variation of the REVIEW 
буны биш. | | culcate socialist morality? joke on the queue for visas at the Ameri- 
Fuller ab » What will one be allowed to read, or | can Embas: 
|| not read? s | 
>: Who else. will be listening. when we | and his wife joined it. This Soke featured 
phone our friends? two-dogs, one fat and one thin. Life had 
» Willa ош be allowed to travel | been rough under the New Society, the 
7 thin dog said. And so it was understand- 
that he and his master wanted visas to 
e. But since the fat poodle had obvi- 
foreign affairs — an area China i insists on ously prospered, why was he fleeing? The 
iF grasping? reply was: “Į want to bark." 
Chelation Mange: 5 А І » Will ай institutions | Dhaka ATTAUR MOHD RAHMAN 
Billy Woo (Assi Tm oft Hongkong be required T aia i 
| tous, and much hated, * oreign affairs" |. Н 
unit, as in China? s СЕ Radio fun 
IL -L hope Hongkong's intelli ill.| Your article on humour in Asia, with its 
hot try to fulfil Lenin's descri : anécdote about the Malaysian health 
А petty-bourgeoisie c waver " minister who refused to enter а hospital 
| Weak." * China’s soci “labour ward because he did not wish to in- 
i conte r |. trude on the labour minister's territory, 
| kong's сөпсер! : of law: (Sot $1 reminded me of an i t involving an 
1 опе бооЬіѕ ji i Hongk belong- |- ; 1 ter visting the. 


tention to suggest that the Chinese leader- 
ship is guided by such Marxist. precepts. 


ADRIAN CHAN 
School of Political Science 
Kensington, NSW University of New South Wales. 
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Muslim solidarity: 
held іп Islamabad 
January 27-29, s 
legates from va 


tion, calling for 
complete and fin 
tation of the 
Agreement, whi h 
end fighting betwee 
ment and Mus 
forces, | 
They demanded 1 
lishment of an а 
gional governm. n 
southern Philippine: 
executive c 





hat China would treat him | 


real, not merely the 
figurehead, leader of the Coali- 


cratic Kampuchea, and would 
máke no decisions concerning 
Cambodia without informing 
him, according to diplomatic 
sources in Bangkok. 

In addition, Sihanouk ` re- 
ceived the promise of military 
equipment for 5,000. men; 
though the Chinese are.said to 


doubt that he actually has that 


;many or that he has the officers 
fo train that number. 
Chinese are said to feel that the 
military aid is а reasonable 
price to pay for keeping the 
“prince in the coalition. 

— PAUL QUINN-JUDGE 





| mpus — 

The bloody clashes between 
two groups of students — one 
secular, Ahe other amis fun- 








| Kim Chong Chul, a South Ko- 
| rean MP during the administra- 





tion Government of Demo- |’ 


The 








ruary 6, did not come as st 
prise to observers in view of t 


speech on January 14 by. the: 
country’s military ruler Lieut. | 


Gen. H. M. Ershad, in which 
he discussed the possibility of 
making Bangladesh an Islamic 
state (REVIEW, Feb. 10). 
The situation 
flashpoint. when the 
fundamentalist Chhatra Shibir 
tudent Front: Organisation) 


held.a march to mark its found-. 
ing day amid rumours that.a | 
student belonging to a secular | Ја 


oup had. been knifed. by 

hhatra^ Shibir supporters. 
Members of the secular Stu- 
dents; Action Committee 
reacted to the rumours by ав 
tacking the fundamentalist 
marchers. More than 200 stu- 








jured in the violence. 
| 5, KAMALUDDIN 


South Korean opposition 
; | leader is re-elected 





tion of the late presid Pa 


Hee, 


ected president of the Korea. 


on, campus, 







dents onm both, sides were in- 












‘National Party. (KNP), the | 


шу 5 шеше political 





Kim: calls for law revision. 





group. Kim's re-election fol- 
lowed a decision by party vice- 








president Lee Man Sop riot to: 


run for the top post'at the 
KNP's national convention 
held on February 3. Kim, a 
moderate opposition figure, 
has called for a meeting with 
President Chun Doo Hwan to 
discuss revision of.a host of 


laws passed under martial-law ` 
conditions, including the elec:, 

e choice | 
трете: we 


toral laws governin 
of president and. 
the National Assembly... 


also said . that South ХЕ. 


must gradually revive its local- 
autonomy system of govern- 


full democracy. 





ment, to take the country to. 


that 


agai 
door for banks 
Australian Labor Party leader 
Bob Hawke has confirmed that. 
f elected next month his gov- | 
ernment would not proceed 








vith the application for foreign 


bank licences (REVIEW, Jan.. 
27). the current deadline for 
which 15 May. 31. 
d announced in. 


clear 


Treasurer 







he was prepared 


t 10-such licences. 
govern: 1.4 
ment sources have made it 

that. de-regulation оѓ t 
lending rates for housing and | 


"senior 


small overdrafts will not 'ac- 


company foreign-bank entry, 


as demanded by the domestic 


banks, if Prime Minister Ма 


colm Fraser is returned to of- 


fice. 


Prior to Hawke's categori- 
cally stated opposition to the | 
proposal, Labor shadow trea- 
surer Paul Keating had said 
government, 
would review, “as a matt 
urgency,” "the. terms and € 

whi 


in 


tions u 
had been 


ien ene | 
bank licences would have been 


Labo: 


awarded before: the nen 


ill. be exempt from visa re- 
uirements for stays of up to | 
two months from April 1. The 
countries are those of the 





Asean bloc, Australia, New 


Zealand, Japan. Canada, ‘they ү, 
United States, the Éuropean | 
Economic Community, Hong- | 


kong. Switzerland, Austria, 
Spain, South Korea and the 
Scandinavian group. The move 


is designed to boost foreign- | 


| exchange earnings. 





—SHIMJAE HOON | 
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Pegi's bid for Dunlop 





is called off 





Pegi Malaysia's six-month- 
bid to buy control of rübb 


veteran 


Ghafar Baba, is to take only a. 
half-share in. parent company 
Dunlop Holdings’ 51% 









products manufacturer Dunlop. 
Malaysian Industries has fallen 
through. Instead; the property- 
based conglomerate, 










led by! 


Malay politician: 


stake: 







further M$72.5 
raised in loans 
offer had bee 
„million. - 




















to > Pei gi shadtiye 
ment had been re 
Analysts мете SC 
b Holdin 
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rupiah bond д j 
Hard on the heels of the publ 
offering from February 1-15. of 
the first rupiah bond in two de- 
cades REVIEW Sept: 10 






















сату a. coupon fa 
. with quarterly inte 
nts. Catering mostly 
dustrial and trans 


шагу by 

sources as well as fun 
the World Bank and the 
Development Bank. 
= MANGGI HABIR 



































| Koreans i is шу changin 
the Mode of economic dev 


of Калсын dnd 
showed that South Kore 
began to consume mo 
and cut down thei 
rice and-other grains 
А Their total grain 
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-` Sanwa Bank is one of Japan’s 
. leading banks, with more than 


6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial 
centers throughout the world, 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
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your language. 


сма д popu 


-DIVISION OF 
There is speculation 
the position of d 
minister may 
of commande 
when Preside 


| Jakarta that 
ce and security | 


both posts. The | i 
separating the twi 
the Defence Li 


obtained by th 
Departme 
i a chore) by 


ess ru 9t India said 


Prime Minister Malcolm Fraser announced 


a general. election for March 5.:Bill Hayden | 


a resigned as leader of the Labor Party and was 
“replaced by Bob Hawke (Feb. 3). 


З BANGLADESH : 

|. "About 200 students were injured in clashes 
"between. rival. factions. at. Dhaka University 
(Feb. 6). ZEN 


. CHINA x os 
United States бесеу of State George 
hultz is d Toka on pificial visit. Qiao 


; wan, the Foreigit Ministry said (Feb. 2). 
China and Vietnam exchanged 50 prisoners, 
Xinhua newsagency said (Feb. 5). Yang 
"Rudai was appointed communist party chief 
in Sichuan province, Xinhua newsagency an- 
nounced (Feb: 7). 


HONGKONG . 
« . United States Secretary of State George 
Shultz arrived (ер 8). : 








| (Feb. 6). 


| Kapitsa, who isresponsible for Asian affairs, 


“| organisation cond red wi 


From there it got fo Gritz who was. 


training his group.in the Miami . 
„| Academy of Che 
1 Florida. The gr 
little-to cheer ab 
, American veteraris ind 15Lao 


leadets in 
EN 


guerillas were turped bac 


reportedly by Lad forces — early іп. 


"their atemp to réach their Tapet 


area. 


'A TIME TO TALK 


The twice-postponed visitto ^. 


| London by the Sultan of Brunei is 


now expected to take place in April, 
though a date has yet to be finalised. 
A meeting is required to work out ' 


| details of a defence agreement after 
| Brunei becomes independent on 


December 31. The sultan’s visit was 
postponed first, because of the 
alklands crisis, then because of. his 


„father’s illness. 


| THE TRIBES GATHER 


| Vang Pao, former commander of the | 


CTA's secret army of Hmong’: 
tribesmen in Laos, is reported to 
discreet visit to Ў 
ate January. Refugee 
I Lao hill lii 


* Prime Minister Indira Gandhi's son, Rajiv, 
was appointed a general secretary of the Con- 
party. Leaders of the militant" Sikh 
movement, Akali Dal, agreed to. more talks 


with: the .government.on their religious and 
political demands (Feb. 2), Seven people died 


and several were wounded in pre-electoral 
violence im Assat, Press Trust of India said. 
Atal Behari Vajpayee, leader of the opposi- 
tion Bharatiya Janata Party, submitted his | 
resignation after a heavy defeat by the Con- 
gress in New Delhi local elections (Feb. 7). 


INDONESIA : 
А dier | in Irian Jaya province is 
threatening about. а million peopl 
famine, the Sinar Harapan newspaper 
(Feb. 4). Indonesia rejected a United Nations 





| 
| 


| including chiefs of the ' 


Hmong rebel groups, ar 
have assembled 


сатр inno 
| Bangkok to eet V 
Hmong leader has 


in ‘Montane, i in the Unit 


speci 


of thé prc posal for T 


| Peki 


him an important той 
addition to a vice-chain 
the standing. 

National People' s Co 
parliament. 


BODYGUARDS. NEEDED 


Birth-control activists in China's 
Sichuan province are so unpopular 
that their private plots and even 

ir persons have to S protectec 


| NEW ZEALAND 


plan to send a fact-finding mission, to- East | 


Timor, Antara newsagency said (Feb, 6). 
Information Minister Ali Murtopo: dropped 
out of the vice-presidential race (Feb. 8). 


JAPAN 
The country's first communications satel- 


. lite moved successfully into orbit, the Na- | 


tional Space, Die lopen Agency said | 
MALAYSIA 
Soviet Deputy Foreign. Minister Mikhail 


held. talks. with Malaysian offi чара in Kuala 
Lumpur (Feb. 4). 


i 
| 
| 
| 
| 
| 
| 
x 1 
| 
| 
| 
| 
| 
| 
| 
| 
i 
| 
| 
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ji Minister Mikhail кары arrived ( 


The opposition Labour Party elected D 
Lange as its new leader (Feb. 3k 


PHIL PINES 

Troops captured.a ойде at the Mor 
National Liberation Frontin Davao: City, | 
military said (Feb. 2): ; 


SOUTH KOREA 
Unitéd. States Secretary of State Georg 
Shultz arrived onan official visit (Feb. 


SRILANKA ENT 
Président Junius Jayewardene was swori in 
for a second six-year term (Feb. 9. ; 


TAIWAN 


The Т; 
officers for c 
(Feb, 4). 


THAILAND 
King Bhumibol Adulyadej sumi ed 
emergency session of parliament to discu 


| general staff Yang Dezhi pledged support | 
Thail land if there is an armed incursion b 
Vietnam (Feb. 5). Soviet Deputy Foreign: 


0.7) 


VIETNAM 

Vietnam said that it had im 
eral ceasefire along its border 
mark the Lunar New Ye 














By Anne Summers 
Melbourne: In one of the most dramatic 






dismissal. of the Labor government, :ор- 
"position leader Bill Hayden: resigned on 
February 3 in Їауойг ОЁ his. Jong-time 
_ Labor Party rival. Bob Hawke. Hayden 
-quit within an hour of Prime Minister Mal- 






‘Stephen to, seek the dis: 
ient and ап early election. 
raser did not receive the prompt 
етеп to the- request which he had ap- 
ntly expected and it was not until late 
oon that. he v was » able to announce 









raser had thought Бас Mateo Y die 
of the impending election announce- 
t would either save the. embattled 
den. from increasing pressure. within 
his party to stand down, or would bring 
bout another bloody and divisive leader- 
hip challenge which would mar the first 
ortnight of Labor's election campaign. 
stead Labors backroom organ 
th, the; active: assistance 6 
Hayden: 's deputy, and Se 



























xno alleng: to Hawke's bid: for the 
cadership. 
In announcing his. resignation, Hayden 
d: "There are some occasio 

ople have to be prepared to ma 
ifices, no matter how fait.or un 
or wrong they are." He added that he be- 
‘lieved that Labor's chances of winning the 
lection were so good that a "drover's 
og” could lead the party to victory. 
raser said it was imperative to hold the 
_Магсһ election “because of the attitude of 
the unions, because of the attitude of the 
abor Party, because of the i importance of, 
carrying through the wage pause. 
2 Hayden's downfall had been dué par 
› Several switches of direction in his at- 






















ide towards the federal governments | 


ix-month pause on wage iricreases; А180; 
"Fraser had moved swiftly to capitalise on 
strikes which had begun in the oilindustry 
in support ofan 8% increase which; 












cil of Trade Unions (At 
union agreement: to е 









posal: a prices. апа: incomes policy Ad 
ocating a spirit of national reconcilia 







days in Australian politics. since. the 1975 - 




















force who must be held to account for the 
deteriorating domestic economy. 

But Fraser quickly moved on to the of- 
fensive by pointing to. Hawke's lack of ex- 
perience in. i 
Hawke was йг 
the 1980 federal el 1 
as shadow ming er for industrial relations 
since then. His extraordinary popularity 
with Australian voters had been th j 
reason why Labor was prepared. 
its leader of five years so close to à poll. 

Opinion polls have consistently cast 
Hawke as the country's most. popular 
politician while Fraser's own popularity 
has zig-zagged considerably: 









try’s. best-known figures — about whom 
the electorate has strong emotional views 
— lockéd in à make-or-break battle, 

The election is being held amid.the most 
severe economic downtur 
known in-the past centur 
have agreed that the econom 
eminent issue. Unemploymen 


























than 7o n the next batch of $ 





time ow, Fraser cited the пес to: gain en: 
dorsement for the wage pause and for a 
tough line against union resistance to this 
asa reason forthe early election; In his let- 
ter to. Stephen requesting ‘dissolution; 
Fraser. said “it was of paramount impor- 
tance in the 















NEW ZEALAND 


Life beg ins 












Wellingto The: New Zealand Labour = 


Party has turned. to a young, charismatic 


lawyer as its new leader in an attempt to | 


grasp the reins of government that have 
eluded it for all but six years since 1949. 
David Lange, 40, is likely to improve 
Lábour's ailing public image and give it a 
decisive edge in popularity over the ruling 
National Party. The election of another 
40-year-old lawyer, Geoffrey Palmer, as 
his deputy leader should: underpin that: 

» Lange replaced the retiring Bill Row- 
li gi as party, leader at a-caucus of La 


Hawke accused Frdser o being a divisive IE 








“But the 7: 
March. election will see two. of the coun- 


pected to be officially recorded at more 
09 | 








tough economic. cir- 








коре. 
Hawke was poised to rele Д 
Mes mic package, which centres on the 
“prices and incomes policy; and the new 
Labor leader is:p g strong reliance 

his former links with the trad union 
movement to argue that only he с 
cipline union wage demands i 




















policy with union lead ers. 


nthe days before һе stepped down. 
Hayden was fórced'to announce that the 
scheduled release of the package in Feb- 
ruary would be delayed until March as 
further problems remained to be ironed 
Out. The president of the ACTU, Cliff 


Dolan; announced his intention to en- 


dorse the. policy; but the delays have cost 
,Labor.valuable time in explaining to vot- 


© ers how the package would work. 


Hawke went promptly on to the offen- 
onomic theatre, arguing that 
mént's budget was “in unrecog- 


isabié tatters” and that Fraser was mak- 


ing economic policy on the run. Even 
before Hayden. resigned, Labor had a 4% 
lead itvopinion polls, This meant it would 
require a uniform swing of only 1.4% for 
Labor to win the 11 seats it needs. 
Telephone polls taken since Hawke be- 
came leader show, he has a жашны 






ary 3. His majority was deci- 
sive: he won three times as many votes as 


the only other contender, shadow educa- 





tion minister Russell Marshall (though 
voting figures were not released, the mat- 
gin is believed to have been 33 to 10). 
The election of Lange ends — at least 
е being — a long period of fac- 


| tional fighting which has given the party 


an image division and. uncertainty. An 







ne vote — and set back: party 
O such an extent that in the eyes of 
y in the party it contributed materially 

to Labour's loss to National in 1981. 
Lange is likely to choose an accountant, 
Roger Douglas, as party spokesman. 
Douglas has earned notoriety by publicly 
offering unusual and radical economic sol- 
utions, some of them strikingly at vatiance 
i the ifficial party policy as presented. 






























Hawke: massive following 


52% of popular support compared with 
Fraser's 31%. But the government will be 
able to make much of the fact that Labor's 
new leader has never led his party in parli- 
ament and remains untested in the tough 
job of holding the Labor Party together. 
Fraser is already telling voters that during 
the period of the Labor government of 
Gough Whitlam — toppled in 1975 — 
when Hawke was both president of the 
ACTU and of the Labor Party, Australia 
experienced its worst strike record in re- 
cent times. 

Whether the charismatic Hawke's in- 
credible personal following could be 
eroded by such logic will be one of the 
most important elements of the campaign. 
Although both leaders are not now due to 
disclose their main policy plans until mid- 
February, both have already hit the cam- 
paign trail running in what is expected to 
be the most unpredictable and combative 
election battle since 1975. 


DENIS WEDEREUL 


Lange: decisive edge. 
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FOREIGN RELATIONS p» 


A strategic soft-sell 


US Secretary of State George Shultz lays the 
foundations for increased cooperation with China 


By Robert Manning 

Washington: There were few surprises 
and no dramatic breakthroughs in United 
States Secretary of State George Shultz’ 
visit to China. But US officials say the 
Shultz trip marked an important, if mod- 
est, step towards easing the tensions that 
have marred US-China relations recent- 
ly, laying the foundations for a more 
stable, if less ambitious, relationship 
based on technological and strategic co- 
operation. 

US officials were slightly taken aback 
by the scathing commentary released by 
the official Xinhua newsagency ón Feb- 
ruary 6 almost as soon Shultz' aircraft had 
left Peking. Although the Xinhua com- 
mentary conceded that the Shultz visit, 
"helped Sino-US relations . . . in that it 
provided an opportunity for a full ex- 
change of ideas and understanding of each 
others views," it emphasised that the 
Taiwan problem is the chief obstacle to 
improving bilateral relations. The com- 
mentary warned: “Unless this problem is 
resolved, mutual trust between China and 
the US is out of the question, and bilateral 
relations cannot possibly develop on a 
sound basis." 

Nonetheless, US officials say that the 
Shultz trip was hardly dominated by the 
Taiwan issue, Shultz discussed Taiwan for 
about 30 minutes in eight hours of talks 
with Chinese Foreign Minister Wu Xue- 
qian and it also came up in Shultz' talks 
with Premier Zhao Ziyang and strongman 
Deng Xiaoping. China analysts maintain 
that the Xinhua commentary was largely 
for domestic consumption. But the con- 
tinually nagging issue of Taiwan has been 
the key barrier to improving US-China 
ties and despite last year's August 17 
Shanghai-II joint communique, has con- 
tinued to be a major domestic matter in 
China. 

Peking has cited what are essentially 
protocol issues in arguing that 


Washington has not lived up to the am- | 


biguous communique. These include the 
opening of a Taiwan liaison office in Bos- 
ton last year and the attendance of Wil- 
liam Clark, President Ronald Reagan's 
national security adviser, at a Taiwan Na- 
tional Day reception on October 10. 
Shultz reiterated the US intention to live 
up to the commitments made in the joint 
communique, and US officials view the 
vocal Chinese position as a means of keep- 
ing the pressure on Washington. 

Senior US officials agreed with Shultz' 
moderately up-beat description of the 
visit, saying that the US and China have 
"steered through some rough stretches" 
over the past year, but that "both sides 
have navigated successfully and are now 
out in the clear again." But if US-China 











ties are back on track, it is а very different 
track, with decidedly lower expectations. 

"Both sides," a senior China specialist 
told the REVIEW, "have been bumping up 
against the limits of how far they can go in 
the relationship. The hope is that we can 
both lower expectations and smooth 
things out.” In an effort to bring a new 
realism to the reassessment of the re- 
lationship, a State Department official 
said: “Shultz intentionally did not bring a 
basket of goodies with him.” 

On economic, strategic and foreign- 
policy matters, the Shultz trip appears to 
be the first step in a process of setting the 
scope for US-China relations. 

The flow of officials in both directions 
over the next few months and a top-level 
policy review in Washington after Shultz” 
return will set the limits. US Secretary of 
Commerce Malcolm Baldrige will head 
the US delegation of the first meeting of 
the joint committee on commerce and 
trade in Peking in May. White House sci- 
ence adviser George Keyworth will also 
visit Peking in May, and Zhao is expected 
in Washington before October. 


T* pressing issues of high-technology 
exports, including nuclear plants, were 
central to the Shultz trip and underscored 
a source of continuing conflict. Peking has 
been disappointed with the failure of the 
US to deliver goods such as sophisticated 
computers, semiconductors, integrated 
circuitry and satellite technology. Ap- 
proval for such exports has proceeded 
through the US bureaucracy at a snail's 
pace due to the ambiguity of US policy. 

The contract signed last December be- 
tween Peking and the US-based Systems 
and Applied Sciences Corp. exemplifies 
the problem. The US$12 million contract 
is for building ground satellite-tracking 
stations which would allow China to re- 
ceive agricultural and geological informa- 
tion from the US Landsat network. The 
stations’ computers and other equipment 
have potential military uses. 

The contract was approved in principle 
during the Jimmy Carter administration. 
While Chinese economic considerations 
were in part responsible for the delay in 
purchasing, the US bureaucracy has also 
been slow in granting such licences. In 
September, the Reagan administration 
approved the shipment of a sophisticated 
computer system to China. A month later 
the Commerce Department notified US 
firms that it was prepared to issue export 
licences for ground satellite stations on a 
case-by-case basis. 

Under US export law, China is placed in 
the unique category of “friendly, but non- 
allied," by a presidential order issued in 
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toval on a tedious case-by-case basis, | y ТИ ; n bain t gm 
to potential national security risks. - | , Although technology transfer may be | Shultz eases Japanese. 

г Sensitive technology must be.approved | the most pressihg.issue, the longer-term | concern over long-standing 
by an inter-agency review of the entire US | US concern is on gtrategic issues. While | Tokyo-Washington issues 













bureaucracy and then by a Nato coordi- | there are parallel views on Cambodia — as 
nating group. According to US officials, | underscored by fhultz meeting with | e i 
China's designation gives Peking “predis- | Prince Norodom Sihanouk — and on Af- | By Mike Tharp cux Ant 
position of approval" at the technical level | ghanistan, China'sphift to a Third World- | Tokyo: United States Secretary of State 
_of computers with twice the capacity al- | oriented foreign policy has miffed US offi--|. George Shultz continued to pour oil on 
lowed to Moscow (at pre-Afghanistan in- | cials. The inclusion of the. US asa | troubled diplomatic waters: between the 
vasion levels). But the current policy | hegemonistic power, if not quite as | US and Japan during his January 31-Feb- 
places tighter restrictions om. China than | dangerous as Moscow, has also disturbed ruary 2 visit here. Shultz impressed. his 
п Yugoslavia or India. One of the op- | some US officials. — ” ‘1 hosts apparently as much as Prime Minis- 
tions under consideration in the policy But the key foreign-policy issue pursued | ter Yasuhiro Nakasone did in Washington 
review is redefining or clarifying Category | by Shultz was а ,j last month. The secretary's low-key, sen- 
P to ease restrictions on China. f the renewed Sino-Soviet | sible approach to several bilateral issues 
On the other pressing export issue, nu- | di . Offi ^, Washington does not |: contrasted with that of several other offi- 
ar technology, China's efforts to ac- n easing of tensions between Pe- | cials of President Ronald Reagan's admin- 
American technology for.two nu- | ‘ki the eeto which | istration who have come to Japan over the 
power stations have been stifled'as | achieve a rap-.| past year or so. The Japanese clearly ap- 
ell. The US has been unable to reach |. nent cou ect the Sino-Soviet- |. preciated Shultz’ approach, which pro- 
ement on bilateral nuclear coopera- | US strategic triangle and the transfer of | duced a slight but perceptible thaw in rela- 
ion with Peking, as China has refused to | technology. Some China analysts fear that | tions that had been growing chiller in re- 
sign the Nuclear Non-Proliferation Treaty | Sino-Soviet | cent months. 5 
duin n dhcp ; i Shortly before the secretary arrived, a 
senior official of Japan's Ministry of Inter- 
national Trade and Industry described 
Shultz as one of the few Reagan appoin- 
tees "who is interested in practical solu- 
tions to specific problems —- most of the 
others are mainly interested in keeping 
‘ideological principles." 
Jespite the diplomatic successes, 
hultz and his party failed to resolve — at 
st to the satisfaction of the Japanese — 
à new and serious issue confronting the. 
| two governments. That issue is what 
| stance the. US. will take in the Geneva 
arms-limitation talks on the possible.de- 
ployment, in Asia, of Soviet SS20 missiles. 
The question of whether the US would 
consider à Moscow proposal to shift some 
of its nuclear-armed missiles from Europe 
to parts of its Asian territory has emerged 
as a potentially divisive impediment to the 
: Geneva talks. It-could also become. yet 
another contentious issue between n 
and Western Europe. OBS 
Shultz mainly discussed" arms. control 
with Nakasone and other Japanese lead- 
ers. Although some of the talks dealt with 
bilateral trade problems, State Depart- 






















































































































"WE. HAVE A NICE LINE IN GARMENTS...’ 


"American Taiwan  lobby's argument . 
“under international inspection. against selling sensitive technology to 
US officials do not expect that.China | Peking. . 
will sign the NPT, but they do seek assur- Moreover, if Moscow moves more than 
ances that China will halt its “grey market- | four divisions from the Chinese border, | ment spokesman John Hughes described 
ing" in nuclear exports. State Department | the strategic value to the US of the Sino- | the economic aspects of the Shultz trip as 
officials have suggested that China has |. Soviet conflict might be eroded, as the | primarily a scene-setter for Special Trade 
ided the nuclear programmes of Argen- | troops could be deployed in the European: |. Representative William Brock's visit to 
tina, Pakistan and South Africa, all of | theatre: The other side of the strategic Tokyo later this month. Shultz obviously 
whom are suspected of clandestinely edg- | asset is nuclear, in that having to include | reco, d Japan's concern on the arms- 
ng towards nuclear-weapons capability, China in its. nuclear-targeting strategy ue and he sought to reassure the 
strains Soviet capabilities. Pentagon plan- e that, in the words of Hughes, 
ners operate оп the assumption: that іп а nited States would not agree to any- 
nuclear conflict, China would. пог side at. was good for Europe and bad 
with the Soviets. That calculation has per- | for the rest of the world.” 
mitted US intelligence sharing with China, | . Citing Reagan's recent call for the com- 
about Soviet nuclear sites and testing, and | plete elimination of intermediate nuclear 
does not appear to be in jeopardy. But | missiles “from the face of the earth,” 
Zhao's blunt comment to American re- | Shultz addressed Japanese sensitivity to a 
porters that China “has no military re- | relocation of Soviet missiles: “This in- 
lationship with the US,” puts a damper on. |. volves not only the question of the missiles 
| the modest discussions about enhanci | ight be.removed from the range of - 


NPT) or place all its nuclear facilities 
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Alitalia Boutique. Beginning January 1st, you can shop for 

High Fashion in the sky. Because our Alitalia Boutique will be 

featuring the most prestigious names around: Battistoni, Ferragamo, 

Gianni Versace, Trussardi, Valentino. These are names that are 

found in the most exclusive shops in Rome, Paris, London, 

New York, Tokyo... | 
Names that have taken the words "made їп Italy’ and made them Pag 
synonymous with elegance. We're offering а beautiful selection 
of their accessories at special prices for all of our intercontinental 
and international passengers. Alitalia 
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WE ASKED THE 
QUESTIONS 5O 
THAT YOU 
COULD HAVE 
THE ANSWERS 
ABOUT 
ASIAS TOP 
MANAGEMENT 


According to the latest available data from World 
Bank Atlas, The ASEAN countries (Indonesia, 
Malaysia, Philippines, Singapore and Thailand) and 
Hong Kong have an estimated 240 million people 
The area's gross national product (GNP) approaches 
(US) $100 billion and is growing at a rate of nearly 
5% per year. Whereas total GNP is greater than 22 
of the 29 countries in Europe, every country in 
Africa, all other Asian countries expect Japan and 
The People's Republic of China, and every country 
in North or South America with the exception of the 
U.S., Canada and Brazil; it is the area's growth rate 
that is most revealing 


During the latest measurable period (1970-1975) 
ASEAN & Hong Kong posted an annual per capita 
growth rate that exceeded Japan, The USSR, West 
Germany, The United Kingdom, France, Italy and 
United States — the greatest economic powers in 
the world. This is clearly an area on the move 
Although ASEAN & Hong Kong are still "developing" 
in many areas, they are rapidly taking their place 
along side the economic super powers 


Who is managing business activity in ASEAN & 
Hong Kong? 

Where does he work? How large is his company? 
What are his responsibilities? What decisions does 
he make? 

How does he foresee business for his company? 
What are his personal statistics? 

Which English4anguage publications does he 
read? What does he think of them? 


These, and other, questions are answered by this 
Survey which was sponsored by The Far Eastern 
Economic Review and conducted by the indepen- 
dent research firms of Erdos & Morgan, Inc., and 
Business International, Corp 


АМ INDEPENDENT VEADESISHIP SURVEY CONDUCTED EY ERDOS AND MORGAN, INC. 


For your copy of the Asian Executive Study 
write on your company letterhead to 


| y . ELAINE GOODWIN 
BLACK & WHITE PREMIUM- Fur Caste Eae Pavii 


GPO Box 160 
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already de loyed within the range of 
Japan and China." 

But Shultz refused to be boxed in when 
questioned at a news conference on the 
last day of his visit. "The president has 
said he favours and has proposed to the 
Soviet Union that all of these weapons, 
wherever deployed, be eliminated," 
Shultz replied to a question on whether 
the US would make an agreement that 
leaves medium-range missiles in Asia. 
"He [Reagan] has also said we are willing 
to listen and talk to them about апу rea- 
sonable proposal." So far, he added, such 
a proposal has not been forthcoming. 

The issue of Soviet missiles targeted on 
Asia is of such importance to the Japanese 
that the Geneva negotiations could be af- 
fected by how the US deals with Japan's 
concern about it. Japan has more leverage 
on the issue than meets the eye. 
Washington has been pressuring Tokyo 
more than ever recently to strengthen sub- 
stantially its defence capabilities. The Ja- 
panese could stiffen their already strong 
resistance to expanding their military 
power and could resist US pressure in 
other areas as well if they felt that the US 
was playing fast and 
loose with them on 
the nuclear-arms 
question. 

Conversely, if the 
Japanese began to 
doubt US credibility 
or willingness to re- 
present Japanese in- 
terests in arms talks, 
they might decide to 
offset their vulnera- 
bility by a defence 
build-up much great- 
er than now planned. 
That avenue is not 
one currently prefer- 
red by the US, or by 
Asian nations. 

Shultz doubtless 
pleased his Foreign 
Ministry hosts by call- 
ing Nakasone’s visit 
to Washington “a tre- 
mendous success." At 
the same time he 
praised Nakasone personally as “а deci- 
sive, well-informed person." He also went 
out of his way to deny presistent rumours 
that US Ambassador Mike Mansfield 
would soon resign from his Tokyo post or 
be recalled. Calling Mansfield *one of our 
great Americans" and *a wonderful man," 
the usually reticent secretary of state said 
both Japan and the US were fortunate to 
have Mansfield as ambassador. 

On recent Japanese measures aimed at 
liberalising market access for imports, 
Shultz said the Reagan administration was 
especially pleased by steps “dealing with 
the processes through which goods from 
another country emerge into the Japanese 
market." He also said that despite Japan- 
ese efforts to beef up its defence capability, 
"more needs to be done — how much 
more remains to be seen. The question is 
how rapidly that [Japanese defence] mis- 
sion can be taken up." 
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Candid in camera 


The Chinese give Shultz some frank advice as he tries 
to improve the Sino-American atmosphere 


By David Bonavia 

Peking: United States Secretary of State 
George Shultz’ busy four-day visit to 
China paved the way for an improved at- 
mosphere іп the Sino- American relation- 
ship. Shultz met Chinese strongman Deng 
Xiaoping, Premier Zhao Ziyang, Foreign 
Minister Wu Хиедіап and Defence Minis- 
ter Zhang Aiping. And though no drama- 
tic announcements were made, his meet- 
ing with Zhang was significant in that both 
sides agreed to revive high-level military 
contacts. suspended since President 
Ronald Reagan entered the White House 
two years ago. 

Zhang is expected to visit the US later 
this year to beef up military relations and 
US Defence Secretary Caspar Wein- 
berger could pay a return visit to China. 
Zhao has also accepted in principle a US 
invitation for a state visit to Washington 





a0: paving the way for improvement. 


— with June or September as possible 
dates — according to US sources. 

During the negotiations, however, 
Shultz was lectured by his hosts on the US 
stand on Taiwan, including arms sales to 
Taipei and American restrictions on im- 
ports of textiles from China — the two 
much-publicised problems in bilateral re- 
lations. Revealing the tenor of the 
Chinese views was Shultz’ unbending re- 
mark at his final press conference here: 
the Chinese had told him that candour was 
an aspect of friendship, and he had “re- 
ceived a great deal of friendship.” 

Shultz showed some of his own candour 
when he slapped down some American 
businessmen who asked for more govern- 
ment help in furthering their interests in 
China. During a lunch with the American 
business community in Peking, he won no 
friends when he snapped back at a ques- 
tioner who wanted to know why the US 





Government took much longer than Ja- 
panese and European authorities to issue 
export licences: “Maybe, they are just bet- 


ter, Why don’t you move te Japan or 


Western Europe?” Shultz also pointed out 
that export restrictions on high-technol- 
ogy items were a matter of the law of the 
land, not caprices of the current govern- 
ment. 

One symbolically important thing 
Shultz did was to fly to Seoul from Peking, 
thus stressing US blessings for proposals 
that China recognise South Korea and the 
US recognise North Korea. He dismissed 
Peking's support for North Korea's pro- 
test against the joint US-South Korean 
military manoeuvres, Team Spirit '83, 
saying Pyongyang had been informed of 
them well in advance. 

Sources said Shultz also discussed with 
the Chinese leaders the current state of 
play in relations with the Soviet Union. It 
is reliably understood that China does not 
want to hasten the renewal of its own 
negotiations with Moscow until it sees 
which way the new Soviet leadership, 
headed by General Secretary Yuri An- 
dropov, will lean. 

The Chinese, meanwhile, are maintain- 
ing their sceptical, indeed cynical, attitude 
towards Soviet-US arms-control talks, 
emphasising the danger that a fresh mis- 
sile race poses to Western Europe. This 
seems to represent a return to their think- 
ing of the mid-1970s, that Europe is the 
most likely theatre for the outbreak of a 


third world war. Shultz reacted sharply to, 


recent Chinese statements listing the US 
on an equal footing with the Soviet Union 
as a hegemonist superpower. "We should 
not be put in the same bag as the Soviet 
Union," he said. 

Moscow is now in a position to play the 
China card against the US, but the US can 
also play it — though less effectively — 
against the Soviet Union. By showing 
genuine willingness to put an end to the 
carnage in Afghanistan, the Soviets can 
challenge China to show its good inten- 
tions over normalisation of relations with 
them. There have already been signs that 
Andropov's mind may be working in this 
direction. 

Washington, meanwhile, can give its re- 
lations with China a face-lift, and counter 
Chinese fears that Soviet medium-range 
missiles, removed from deployment 
against Western Europe, would simply be 
relocated in Soviet Asia and used to in- 
timidate China. But once the present 
flurry of arms talks subsides into the more 
familiar plod, it is China that will hold the 
initiative again. It can flirt or quarrel with 
an American administration becoming 
more introspective in the run-up to the 
1984 presidential election, and it can make 
Andropov's olive-branch wilt, by playing 
up Soviet aggressiveness in Asia. ш 
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Battle on the border 


Hanoi's dry-season offensive along the Thai border aims to 
wipe out the non-communist Cambodian resistance groups 


By Rodney Tasker 

Bangkok: Vietnam's current dry-season 
Offensive against Cambodian resistance 
forces near the Thai-Cambodian border, 
which has forced thousands of refugees 
into Thailand, is seen by Asean and some 
Western diplomats in Bangkok as a con- 
certed attempt to shatter the Democratic 
Kampuchea coalition before the non- 
aligned summit, scheduled to take place in 
New Delhi in March. 

As Vietnamese tanks renewed their 
onslaught on February 5, the Thais and 
their Asean partners appeared concerned 
whether the coalition’s non-communist 
troops would be able to hold out against 
Hanoi's superior forces. Unlike in previ- 
ous dry-season offensives, the main Viet- 
namese strategy seemed to be to wipe out 
the Khmer People's National Liberation 
Front (KPNLF). Earlier Vietnamese 
onslaughts had been directed against the 
20,000-strong Khmer Rouge, the coali- 
tion's strongest partner 

Hanoi probably considered that the 
KPNLF's estimated 9,000 troops were an 
casier target than the battle-seasoned 
Khmer Rouge, who have been generously 
supplied with Chinese arms. A decisive 
victory against the KPNLF, and perhaps 
against the much smaller forces of the 
other non-communist. coalition faction 
loyal to Prince Norodom Sihanouk, would 
not only help to erode Democratic Kam- 
puchea’s: international viability, but it 
would also discredit Thailand, which Viet- 
nam accuses of substantially aiding the 
Cambodian resistance forces by giving 
them sancturary and supplies 

Some analysts consider that the Viet- 





run-up to the non-aligned summit — that 
the resistance is of little consequence as a 
military or political force. It is known that 
Hanoi, having suffered diplomatic defeats 
in the United Nations General Assembly 
in October, is anxious to avoid any further 
setbacks at the summit. Vietnamese 
Foreign Minister Nguyen Co Thach spent 
10 days in New Delhi in January trying to 
lay the diplomatic foundations for a sum- 
mit favourable to Hanoi. 


к as one Asean source pointed 
out, if the Vietnamese do not manage 
to put down the coalition military this 
month, Asean's non-aligned members — 
Singapore, Malaysia and Indonesia — will 
be strengthened in their diplomatic offen- 
sive against Hanoi at the summit. Some in 
Asean also question Vietnam's tactics in 
moving against the non-communist coali- 
tion factions, a campaign which, if suc- 
cessful, could leave only the universally 
despised Khmer Rouge in the arena, and 
thus set back prospects of a political solu- 
tion in Cambodia even further. 

Other diplomats look on the Vietnam- 
ese offensive as motivated not by diploma- 
tic considerations but merely representing 
a typical show of Hanoi's military might. 
Although there is no serious concern in 
Bangkok as yet that fighting will spill over 
into Thai territory, Thailand, backed by 
the United States and Singapore, has is- 
sued a statement at the UN condemning 
the Vietnamese for their military action 
and warning Hanoi not to move across the 
border. Thai gunners have already en- 
gaged in a series of artillery duels with the 


namese may be trying to show — in the | Vietnamese 
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Last week China's chief of general, staff, 
Gen. Yang Dezhi, also took the opportu- 
nity at the end of his nine-day visit to Thai- 
land to warn Hanoi. Yang accused Viet- 
nam of carrying out barbaric and provoca- 
tive acts on the border, and warned that 
China would stand by Thailand if there 
was any threat to its territory. The 
Chinese are the Cambodian coalition's 
main military suppliers. Yang com- 
manded Chinese troops in the latter part 
of their brief invasion of Vietnam in Feb- 
ruary 1979, when Peking decided to teach 
Hanoi a "lesson" for its move into Cam- 
bodia. 

On the battlefield, Vietnamese forces 
backed by mare than 25 T54 tanks and ar- 
tillery were reported on February 8 to be 
poised for a move on KPNLF camps in the 
Nong Samet and Ban Sangae areas near 
the Thai-Cambodian border. The KPNLF 
guerillas lack heavy anti-tank equipment, 
fighting only with rocket launchers and re- 
coilless rifles, and are short of ammuni- 

The KPNLF had been forced to regroup 
in the areas after Vietnam's decisive strike 
against the border encampment at Nong 
Chan at the end of last month. On January 
31. Vietnamese artillery opened up on 
Nong Chan and then sent in tanks and in- 
fantry. Several hundred Moulinaka 
guerillas loyal to Sihanouk quickly with- 
drew, but the KPNLF forces battled the 
advancing Vietnamese for more than two 
days before withdrawing, reportedly in 
reasonably good order. 

The tragedy of Nong Chan was that a re- 
fugee camp there, housing more than 
40,000 displaced Cambodians, was de- 
stroyed by the Vietnamese. Thousands of 
refugees at first scattered to the Thai bor- 
der, mainly in the Ban Angsila area, but 
because of continued Vietnamese shelling 
they were later moved by Thai troops to a 
camp at Nong Aek well inside Thai territ- 
ory. Reports of casualties in the fighting 
varied, but as many as 200 injured Cambo- 
dians have been treated in the hospital at 
Khao-i-Dang, Thailand's largest refugee 
camp. , 
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. Distant rumble of 
a golden chariot 


Arthit remains true to Prem but rapidly 
gathers the aura of a strongman 


By Rodney Tasker and Paisal Sricharatchanya 


Bangkok: At the best of times, Thai poli- 
tics presents to the outsider a confusing 

icture of semi-democratic processes 
laced with military intervention. The 
country has seen more than a dozen mili- 
tary coups since the abolition of absolute 
monarchy — through a coup — in 1932. 
Yet, politically, the Thais have usually 
managed to muddle through without sac- 
rificing too much stability. 

The Thai political scene is once again 
heavily laden with military influence. This 
has come about since Gen. Arthit Kam- 
lang-ek became army commander-in- 
chief in October 1982 after a meteoric rise 
helped by influential backers including 
Prime Minister Prem Tinsulanond, him- 
self a former army commander-in-chief. 

While Prem has adopted more of a 
quiet, senior-statesman's stance in the 
background, Arthit has been in the fore- 
front of the recent political debate over 
how Thailand should be governed. In 
January, he was widely quoted as support- 
ing a move to convene a special par- 
liamentary session with a view to amend- 
ing the constitution before the next gen- 
eral election, scheduled for June. 

The amendments which he and like- 
minded politicians have in mind would en- 
sure that transitional provisions in the 
constitution which are due to expire on 
April 21, are officially embodied in the con- 
stitution or extended. The changes would 
mean that voters could choose individual 
candidates for parliament, instead of vot- 
ing for party slates; that the powers of the 
appointed senate, seen as crucial for the 
maintenance of government stability, 
would be extended, and government offi- 
cials — including military officers — could 
continue to hold cabinet positions 
(Review, Feb. 3). After much con- 
troversy, King Bhumibol Adulyadej an- 
nounced on February 3 that a special ses- 
sion would be held. It was expected to 
begin on February 10 and to end its delib- 
erations by the end of the month. 

Arthit's statements on the issue, which 
he backed up by announcing on TV that 
he was resigning from the Senate, were ac- 
companied by an implied threat from the 
Bangkok-based Ist Army Division com- 
mander, Maj.-Gen. Pichit Kullawanich, 
that if political developments got out of 
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hand, the army might conduct exercises. 
Pichit apparently meant a Thai-style coup. 

Initially, leaders of the major political 
parties, the Social Action Party (SAP), 
Chart Thai and the Democrat Party, 
reacted negatively in the face of such overt 
army pressure. But eventually the politi- 
cians — even former prime minister Kuk- 
rit Pramoj, leader of the SAP, who at first 
reacted strongly against any Such blatant 
attempt to influence what he considered 
the normal democratic process — fell into 
line and now appear to support some of 
the proposed amendments. 

The influence of the army, and particu- 
larly the personal touch of Arthit, was 
clear. Several veteran politicians drew 
parallels between Arthit's action and that 
of the late field marshal Sarit Thanarat. In 
1957, Sarit — then the Thai military 
strongman — ousted prime minister Pibul 
Songkhram in a coup. Pibul had been 
Sarit's mentor and benefactor in much the 
same way as Prem has hoisted Arthit into 
the leadership. Sarit staged his coup after 
resigning as defence minister from the 
Pibul government and leaving the ruling 
Seri Manangkhasila party together with 45 
army officers. 


ut there the parallels end. Pibul was 

then head of an oppressive and highly 
unpopular government. Sarit was seen as 
a military strongman championing the 
cause of the masses. The opposite is the 
case today. Prem continues to enjoy the 
support of various influential circles, in- 
cluding the three major political parties in 
his coalition government. He also clearly 
receives firm backing from Arthit, judging 
by the army commander's frequent public 
expressions of support. 

In many ways it is misleading to cast Ar- 
thit in the mould of а second Sarit. For 
example, the socio-political situation in 
1957 was very different from that of today. 
From a largely Bangkok-based cluster of 
political opposition parties and some dis- 
organised mass movements, the Thai poli- 
tical arena has since broadened to em- 
brace a number of pressure groups repre- 
senting labour, farmers, students and 
others. 

Nonetheless, various indications point 
to the making of a strongman in Arthit. 





He acquired a great deal of military mus- 
cle by putting down the abortive coup by 
Young Turk officers in April 1981. And he 
still has nearly three years to go before he 
retires as army commander when he 
reaches the age of 60, making him one of 
the longest-serving army chiefs in recent 
Thai history. 

Arthit (like Pichit) is a hard-working 
general and is respected for his profes- 
sionalism. He makes frequent trips to pro- 
vincial army barracks — many more than 
his predecessors — where he makes a 
point of talking to junior officers and sol- 
diers from the ranks asking about their 
«welfare. At a higher level, he appears to 
have consolidated support among senior 
army echelons after some initial resent- 
ment over his meteoric rise. He has also 
reportedly made a series of appointments 
and transfers, putting trusted officers into 
key combat positions. 

He has beefed up the Bangkok Security 
Command, including setting up an anti- 
crime apparatus known as Headquarters 
123. As concurrent director of the Internal 
Security Operation Command, Arthit has 
trimmed political fat from the organisa- 
tion with à massive restructuring of per- 
sonnel designed to improve efficiency. 
Knowledgeable sources estimate that the 
operation has involved the transfer of as 
many as 600 officials who were regarded 
as redundant. 

However, Arthit's aggressively forth- 
right manner has made him the centre of 
controversy. While the general rightly 
feels it is his duty to quell any unrest or dis- 
order in Bangkok, his intervention in re- 
cent months in mini-crises — ranging from 
student protests over the appointment of 
the rector of Khon Kaen University to a 
public uproar over an increase in bus fares 
in Bangkok — has caused concern in some 
academic and intellectual circles. It is felt 
in these quarters that he is trying to build 
up a political power base too quickly and 
has interfered in areas which should have 
been the responsibility of other govern- 
ment agencies. 

Arthit himself claims that he has no po- 
litical ambition apart from serving his gov- 
ernment and country and improving con- 
ditions in the army. All observers are 
agreed that first and foremost he is a 
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nationalist. Whether he becomes prime 
minister eventually will depend to a large 
extent on support from influential people 
above and around him — or whether a 
golden chariot, as the Thais say, will for- 
tuitously arrive at his door, as it did in 
April 1980 for a reluctant Prem. 

Prem is often said to be an indecisive 
leader, but some of his associates say that 
he runs his cabinet like a corporate board- 
room and that his government — thanks 
to the conservative economic policies 
aimed at stability which have been 
adopted by the Finance Ministry and 
Bank of Thailand — has managed to steer 
the country through the current world re- 
cession more successfully than those in 
many other Third World countries. 

Therefore the political climate is not 
conducive to an immediate change in the 
leadership. But, despite Arthit's firm de- 
claration that he has no political ambition, 
there are indications that some of his asso- 
ciates — notably a small group of close po- 
litical advisers such as assistant army 
chief-of-staff ^ Lieut-Gen. ^ Chaovalit 
Yongchaiyuth and 1st Army Region chief- 
of-staff Maj.-Gen. Wanchai Ruengtrakul 
— are discreetly helping to 
burnish Arthit's public image 
and expand his support 
among the masses. 

Despite some criticism, the 
general's success in helping to 
end the protests over the re- 
ctor's appointment and his in- 
fluence on the government 
which led to the decision to 
freeze bus fares have earned 
him popularity in some stu- 
dent and labour-union. cir- 
cles. But if he does assume 
the premiership, under what- 
ever circumstances, he will 
have to enlist the backing of 
the key political parties. 

He will probably also have 
to broaden his international 
experience. Arthit is a home- 
spun general, having done his military 
training in Thai military academies and 
colleges, instead of in the United States or 
other Western countries like many of his 
fellow senior officers. Foreign observers 
say he does not appear at ease with foreig- 
ners, and is certainly uncomfortable 
speaking in anything but Thai. 


I: seems that the army under Arthit will 
provide essential underpinning for 
Prem's government until the June general 
election, and it is almost certain to con- 
tinue to back Prem as prime minister after 
the vote. But it seems likely that from now 
on the army will play a more visibly active 
role in politics. Such a role is seen by 
senior army officers as an extension of 
the democratic system, with military 
leaders openly discussing political deve- 
lopments and making suggestions, com- 
pared with their predecessors who tended 
to treat party politics as a dirty game un- 
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worthy of their direct involvement. 

Whether the army's current highly poli- 
tical profile will lead to a more in- 
stitutionalised military role in a demo- 
cratic system of government, or whether it 
heralds another era of total military rule, 
remains to be seen. As Arthit told the 
REVIEW (page 18), this will depend on the 
changing situation. But, clearly, the army 
will not settle for less power, given its trad- 
itional self-perception as the guardian of 
the nation and the bulwark of government 
stability. 

Apart from the heavy emphasis on es- 
tablishing a satisfactory electoral system, 
public statements by Arthit and Pichit in 
support of a parliamentary move to 
change the constitution also indicate that 
the army does not want to see the power of 
the Senate — a majority of whose mem- 
bers are serving or retired military officers 
— eroded or government officials, includ- 
ing military officers, barred from the 
cabinet. 

If the transitional clauses were allowed 
to expire on April 21, it could mean that the 
crucial position of defence minister would 
go to a civilian politician. The duties of the 
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defence minister — а position concur- 
rently held by Prem — include supervising 
transfers and promotions in the armed 
forces. Senior officers in the armed forces 
in general, and the army in particular, 
clearly shudder at the prospect of party 
politics being involved in such an impor- 
tant task which they have traditionally re- 
garded as their exclusive domain. 

Many senior officers ruefully remember 
the situation in 1975 when Chart Thai 
leader Maj.-Gen. Pramarn Adireksarn, a 
retired officer who was defence minister 
in the thén Kukrit government, appointed 
Lieut-Gen. Chalard Hiranyasiri, deputy 
commander-in-chief of the army. Chalard 
was known to be close to the Chart Thai 
party. 

The move caused widespread resent- 
ment in the army because it did not follow 
the normal pattern of promotions on the 
basis of seniority. The following year 
Chalard was moved to an inactive army 


post by the new government, headed by 
Kukrit’s brother Seni Pramoj and, in 
1977, he was executed after. leading an 
abortive coup. 

The army's strong political stance under 
Arthit initially triggered a barrage of criti- 
cism from disgruntled politicians. Kukrit 
in particular reacted against what he saw 
as army bully-boy tactics. There was also 
an apparent degree of conflict with the 
supreme command, Supreme commander 
Gen. Saiyud Kerdphol said publicly that 
he was against any move to amend the 
constitution. 


Соо Officers in the navy and air force, 
possibly feeling that they were being 
overshadowed by the army, reportedly 
rallied initially around the Supreme Com- 
mand. Military sources later described 
this apparent conflict as a smokescreen re- 
flecting personality clashes rather than 
any serious ideological rift. 

For a while, it seemed that there was a 
real danger of polarisation, putting the 
army against not only the major political 
parties but other branches of the military. 
But pragmatism has prevailed and dissent- 
ing voices from all quarters 
have died down. The under- 
lying concern was to hammer 
out a compromise, because 
further confrontation could 
have lead to an unwanted 
showdown among all parties 
concerned, which could only 
harm the country. 

Some diplomatic observers 
read the episode as a sign of 
Thailand's growing political 
maturity. Even the army was 
apparently adopting a more 
pragmatic approach. One in- 
dication of this was Kukrit's 
claim, as reported in the 
Bangkok press on February 
6, that Chaovalit, a close as- 
sociate of Arthit, had called 
on Kukrit to seek his support 
for the move to amend the constitution. 
Kukrit subsequently indicated that his 
earlier criticism had been on principle, 
and he believed that the amendments 
issue was negotiable. Thus the move 
for a special parliamentary session, 
as originally supported by the army, ap- 
peared finally to have been accepted all 
round. 

While some political observers are con- 
cerned about the ease with which the army 
has had its way in directing political deve- 
lopments, others feel that the fact that 
senior army officers have taken part in 
public political debates is a healthy 
phenomenon. In the past, the army has re- 
mained quiet in such situations and then 
mounted a coup. Now at least the public 
has had a chance to read the minds of army 
leaders. And the reading is clear: Thai- 
land, according to the military, is not yet 
ready to be plunged into a full Western- 
style democratic system of government. @ 
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2 The pace of the mass defections. has 
been quickened since 1980 by two sets of 
‘government policy guidelines: Prem’s or- 
ders, No. 66/23, adopted in 1980; and No. 
65/25, adopted in 1982, These not. only ac- 
corded respect and honour to defectors, 
who are now officially referred to as "par-. 
ipants in nation-building,” but were de- 

ed alsoto eliminate social and political 
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some defectors may have been disil- 
lusioned to the extent of abandoning the 
revolutionary cause, an unknown number 


pursue another form of 
struggle. 

There is spedalition, some of which ap- 
pears: well-founded, that the Thai intelli- 
gence apparatus i s not sufficiently geared 
to monitor the activities of all those who 
have defected since 1979 and who are now 


Such concern stems from a partial po- 
licy shift by the CPT, adopted at the fourth 
party congress. This raised the signifi- 
cance of n political operations to the 
same level as that of the armed struggle in 
the rural areas. But backers of the two 
government orders believe the authorities 
can cope with any open ideological strug- 
gle in the cities.: 
Apparently, foreseeing stich aproblem, 

another strategic’ approach outlined in. 
order No.66/23 accords top’ priority tothe 
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to 


eded that there are probably some 
defectors who seek to continue their 
ideological struggle, adding that the gov- 
ernment is trying to promote better under- 
standing among them. "We do not want ` 
them to fight [ideologically] in urban 
areas, but we can easily cope with any 
struggle if both. policies" are fully im- 
plemented.” 

Arthit added that these policies “are 
aimed at eliminating not only the com- 
munists but also their united fronts — [in- 
volving] people who directly cooperate 
with them, such as those who pay money 
fell trees in^ communist-controlled 
jungle areas or indirectly work for their 
benefit such as unscrupulous capitalists 
who unfairly exploit poor farmers.” 

Despite the obviously pragmatic — and 
realistic — approach, the current policies 
have yet to win support from all of the 
country’ s military and security strategists. 
There is a fair degree of scepticism, in and 
beyond army circles, about the basic valid- 
ity of the policies. The extent'to which the 
government has gone in accommodating 
the defectors is also questioned. < 

However, the establishment of a crisis- 
management centre under the Supreme 
Command last December to counter, 
among other things, the possibility of 





. communist-inspired urban terrorism, in- 


dicates that the authorities intend to take 
the necessary precautions. 
— PAISAL; SRICHARATCHANYA 
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me the focus of 
popular attention because of his forthright 
approach to political issues. His views on 
Thailand's current political situation, 





which resulted in his dramatic resignation 


from the Senate in January, have receivéd 
extensive coverage in the local media. _ 
Some political observers believe it is 


' only a matter of time before Arthit, who 


does not have to retire fróm the army until 
October 1985, becomes prime. minister. 
He himself denies any such political ambi- 
поп. In а recent interview «with (ће 
REVIEW'S. chief correspondent Rodney 
Tasker and Bangkok co respondent Pai- 
sal Sricharatchanya, Arthit — speaking in 
Thai with an. English interpreter — dis- 
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should be suitable for Thailand, the Thai 
people and also the situation around Thai- 
land. The direction Thai democracy 
should take should correspond with the 
existing situation. I have been involved in 
the Thai democratic process for a fairly 
long time. I always believe that the best 
democracy for Thailand is to ensure stabil- 
ity for the government. If the government 
is stable, democracy will develop. 

There are two main components: first, a 
parliament, of people's representatives, 
and secondly a stable government. If the 
government is stable, economic, political 
and security policies will not change too 
often. And, if the rules do not change, the 
government will enjoy stability. But on 
the question of how to achieve stability 
and how to ensure that basic ground-rules 
are not changed frequently . . . I do not 
want to comment. We soldiers are pre- 
pared to follow government policy. 


What role do you think the military can 

play to ensure this government stability? 
I always believe that soliders are like or- 

dinary people who must be aware [of their 


democracy. They care only about govern- 
ment stability. x 


Judging by your recent statements, is it 
correct-to conclude that you believe that 
there cannot be stability unless the con- 
Stitution is amended? 

I have given my views several times [in 
the media], so I will not repeat myself. I 
have also resigned from the Senate so I do 
not want to comment. My stand is clear. 
[With regard to] the voting system, I have 
mingled with yarious levels of people and 
they.are all agreed that they want to elect 
the people they like'and trust. We can de- 
velop the party system. Parties can field 
candidates, but. voters can choose per- 
sonalities. This will [not only] promote 
party discipline, but also give full freedom 
to the voters. 

What I am saying does not come just 
from myself but from people I have met in 
Bangkok slums and up-country provinces. 
People who criticised me [for my state- 
ments supporting a parliamentary session 
to amend the constitution] forgot that I 
served in two capacities — that of army 


Prem reviews troops: ‘We used to fight side by side.' 


duty] to the country. Soldiers and people 
have the same sense of duty — how to 
bring the country out of danger and 
strengthen the government's stability so 
that the country can progress. 


Which is more important: government 
stability or the development of democ- 
racy? 

Government stability is very important 
because this is an immediate problem. But 
we have more time to develop democracy. 
We need more time to educate people. 
This should come about in a natural man- 
ner. We must have stability first, and we 
must do this immediately. Imagine your- 
self as a foreign investor. Would you in- 
vest [in Thailand] if there was no govern- 
ment stability? If there is no investment 
and no economic stability, how can the 
country progress? They [foreign investors] 
don't bother about the status of Thai 
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commander-in-chief and of senator. I 
made ту statements in my capacity as sen- 
ator. Since there was so much criticism I 
had to appear on TV to explain the truth, 
and to show my sincerity I resigned from 
the Senate. [ made the statements in the 
hope that other concerned parties would 
follow with the required action. I was con- 
cerned about government stability. 


Compared with previous military leaders 
in Thailand, the present leadership has 
clearly adopted a higher profile in publicly 
expressing opinions on the political situa- 
tion. Can we assume that the Thai military 
will from now on directly and openly par- 
ticipate in the political process? 

The current leaders [in the military] 
have become more broad-minded in their 
attitude towards expressing their sincere 
opinions about politics. We try to talk and 
make suggestions to those whose positions 


are related to politics so they can under- 
stand. This shows we are moving towards 
a more democratic system. Since we [the 
military] are responsible for national sec- 
urity, if we can make those people in- 
volved in politics understand, there will be 
law and order. So our comments are posi- 
tive. 

But it would be different if we took 
some action without talking or explaining 
beforehand. Now that we have com- 
mented, the crucial point is.whether those 
[politicians] will listen, and change ac- 
cordingly, or whether they will remain 
stubborn and prejudiced and will proceed, 
knowing that the course will mean disas- 
ter. We don't have the answer now be- 
cause we don't know whether they [the 
politicians] will change their stand. 
Everyone has his own opinion and we will 
accept those that are well reasoned. But if 
the reasoning is not good and the country 
is heading towards instability, with na- 
tional progress at stake, we will have an 
answer then, when the situation changes. 

Our stand now is based on broad- 
mindedness. We have good intentions. 
Other people can interpret this in their 
own way, depending on whether they 
have good or bad intentions. The decisive 
point is what the people who have the re- 
sponsibility will do. If they do it cor- 
rectly, OK, the country will survive. Then 
there will be no reason for us to do any- 
thing. 


We understand that the military are pre- 
pared to conduct exercises if there is insta- 
bility. Apart from this, do you expect the 
army to take a direct, leading role in the 
political process of the country, perhaps 
an institutionalised role such as that main- 
tained by the army in Indonesia? 

I understand. I have said that the an- 
swer will be known when the situation 
changes. But I repeat that the solution 
must suit the situation, We don't know 
what will happen yet. Soldiers are people, 
everybody is responsible for the country. 
If we see that the situation will lead to dis- 
order, the people will not let that happen. 
I use the word people, not soldiers. 


There has been a great deal of speculation 
that you will eventually become the next 
prime minister. Would you please com- 
ment? 

I have no such desire. At the moment all 
I want is to remain army commander-in- 
chief. I have supported Prem all along and 
still do today, because he їз a good man 
and right for the country. He is honest and 
has great loyalty to our country. We used 
to fight side by side and I know of his great 
sacrifice and dedication. I support any- 
body who is good, and since the prime 
minister has good qualifications 1 must 
support him. 

Nothing will change my mind. I want to 
be army commander-in-chief to improve 
the army so that it is valuable to the coun- 
try. Even though I am in the army, I also 
belong to the government. Since а good 
government uses my services I can benefit 
the country. So I don't dream of being 
something else. 
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AS 1 write, Hongkong is braced for 
another visit by an Americán secretary 
of state — this time the urbane George 
Shultz, though he will undoubtedly be 
urrounded with the usual team of body- 
guard thugs who will do more harm to 
4 general goodwill towards the United 

"States, and to the hard-won reputation 
for hospitality of the hotel which is to 
house him, than half. а dozen speeches 
Бу his predecessor, Alexander Haig. 

Ф ANOTHER North American states- 
man, Canadian Prime. Minister Pierre 
Trudeau, recently toured East Asia, 
where he seemed to be very well re- 
ceived by his various hosts, but was less 
¿favourably viewed by his public back 
home. As our correspondent reports 
(page 50),.“"Trudeau bashing” has be- 
come a natiónal sport. This Traveller did 
not meet Trudeau recent trip, but 
on an earlier occasion, back in October 
1973, | was invited to a dinner party prior 
to his first visit t as prime minis- 
ter, at which the guests were enjoined to 
give the distinguished visitor a variety. of 
- points of view on. East Asia in general, 
and China in particular. 

Trudeau was immensely impressive — 
well-informed and intelligent; his ques- 
tions were all very much to the point. 
|. Above all, he was one of the few prime 
| Ministers M actually appeared in- 
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опт Canadian exports as he was 
ed with trade, they criticised him 
skating over- strategic matters. 
Trudeau himself, nursing justifiable pre- 
tensions to statesmanship, appears in- 
creasingly. impatient, not only with the 
press, but with me whole democratic 
process. 

Since the time he: was photographed in 
Canada raising a middle digit towards a 
‘group "of unemployed demonstrators 
(prompting a newspaper retort: "Never 
let it be. said that Trudeau did not lift a 
finger for his country”). he has more 

Feciproaated the disapproval of the 











led to several “unfortunate re- 
: during -hiss recent trip- When 
«asked whether he had raised the human- 
rights issue with President. Ferdinand 
Marcos of the Philippines, one of his 
aides made an unfortunate comparison 
between the value of one Canadian job 
and the life of-a Filipina: nun, while 
Trudeau himself testily justified taking 
an afternoon off in Thailand by remark- 


ing on the large. number: of Canadians ; 


who were heading southwards to the sun 
or enjoying skiing. holidays — not 
y the Most tac ft message toca 


‚ would. 








country now suffering 12.8% unemploy- 
ment. 
@ OUR mailbag has yet to reveal what 
proportion of our readers spotted the 
grisly error on the cover of last week's 
issue, featuring.our FOCUS on Asian 
Shipping one-i-lessly entitled Floating 
Liabilties. To tell the truth, once we had 
— 100 late — spotted it ourselves we 
were tempted to hush the whole thing up 
and trust that no one would notice. After 


all, at least half a dozen REVIEW staffers, | 


including this Traveller with whom the 
ultimate editorial responsibility.embar- 
rassingly rests, had inspected, checked 
and approved what we gaily call the 
cover artwork апа none of us had 
noticed, . . so perhaps no one else 


Even one of the American mass-circu« 
lation news magazines, whose covers are 
presumably checked by a whole regi- 
ment of editors, had. once sported a 
cover on which a certain Southeast 
Asian nation was spelt with one ' "I" too 
many and one-*p" too few, without appa- 
rently lessening its readers faith in its 
authority — if indeed that were possible: 
Even. Homer is said to have nodded . ; 

But no, we decided, out with it'and 
confess, all —~ a, decision, admittedly 
helped: along by: the consideration. that 
we ourselves do not hesitate to poke gen- 
tle fun at others’ bloopers, plus the fact 


"that. our readership appears to boast a 


pretty large proportion of knowledgeable 
sticklers for accuracy, not. to. say 
pedantic know-alls: the sort of person 
who. when. explain that ту wife's 


| name, Shizue, means "quiet river" add- 


ing "but still. waters run deep," reply 
that still waters cannot, by definition, 
run. 

"Sir," they write at the drop of a hat, 

"surely you erred" — and go on to point 
out that Wun Hunglo was born in.1931, 
not 1930, that at the time of the first oil 
crisis the US.dollar.stood ас... "Sir," 
they are bound to be writing at this: very 
moment, "your main floating liability 
would appear to be an inability to spell. " 
€ NOT that. two wrongs make a right, 
but we сап take some cold comfort from 
the fact that other worthy organs make 
mistakes, too. For example, the Interna- 
tional Herald Tribunein a dispatch as re- 
cent as February 7 filed by Christopher 
S. Wren from Peking on the Shultz visit 
to China said that the American secret- 
ary of state “met with the pre-eminent’ 
leader Deng Xiaoping, Prime Minister 
Zhou Enlai, Foreign Minister Wu Xue- 
qian and Defence Minister Zhang -Ai- 
ping." 

Ав the ashes of the late Zhou, scat- 
tered on the land and rivers of his be- 
loved China, might remark. bearing in 
mind the name of the correspondent 
concerned: Si monumentum requiris. 
circumspice. 

e AND the august domestic Wall Street. 
Journal of Janua 24 featured ап arti 
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cle by Albert R. Hunt on Pr 
Ronald. Reagan and the Republican 
Party, which certainly provides: : 
slant on the nature of Reagan's appealto 
the electorate: 
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January 20 there appeared an adve 

ment for a luxury hotel in Dallas, in t 
form of a written Chinese di: 
the- Mise ries i 



























HEN it comes to writing. Engli 
some excellent.advice appeared in. 
cent column of the London 2 
Times: 

*Avoid alliteration always. мш ый 
It is wrong to ever split an infinitiv 
Who "cede rhetorical questions? 
Be more orlessspecific. — | 
Prepositions are not words to end ве 
tences with. — ' 
Avoid cliches like the plague: 
old hat.* s 
€ MORE often it is just a matt 
phraseology. The. Sydney Sun recent 
reported that the Australian’ acto 
trade union, Equity, > j 
passionate kave 1 för balle: | 


































йе causé with the following wi 
is only fair that worker 
ual partners have the 
they were in nuclear or de facto relatior 
ships” (loam: still not: sure what: 
means). Unfortunately the spoke 
was reported to have added: "The balle 
dancers appear to be 100% behind us 
e BUT forsheer unadulterated lunac 
I can do no better than to reproduce 
recent- item from The Australian; 
datelined Belfast, concerning a Northern 
Irish magazine called Fortnight which: 
wartied its subscribers that it was chang- 
ing its publication dates. The circular fet-: 
ter read: 
*Dear Subscriber, 
Fortnight is now goi 
now, there will be 





ob 'Awke, as he introduces himself, 
Jis easily the best-known man in Aus- 
alia, апа ай but unknown outside, a sure 
ign that his fame is founded. on TV. Не 
so has at least:a sporting chance of be~ 
coming the country's next prime minis 
: , the recently published 
Robert X Hawke, A Biography. by the. 
a. political writer. Blanche d'Al- 
p Бу. way of being his campaign 
biography. This species of literature nor- 
ially tends to accentuate the positive, but. 
Hawke and d'Alpuget between them have 
broken with tradition and let it all-hang 
out, to the point where Hawke's numer- 
ous detractors.can have; nothing to add to 
his discredit. Ted Kennedy, telling us 
what really happened at Chappaquiddick, 
could hardly do a more thorough job of 
If-disclosure. 
at is Bob Hawke famous for? Most 
Australians will instantly answer, “booz- 
ng,” surprisingly perhaps for a man whose 
ather was a Congregationalist minister 
and mother a leading light in the Women’s 
Christian Temperance. Union, both 
itrictly teetotal all their lives. To stand out 
ав а booze-artist among his’ compatriots, 
Hawke Junior must have sunk quite a few 
n his time and, as his biography discloses, 
deed he has. © 
< Bob Hawke's Uncle Bert was a success- 
ful Labor politician in Western Australia, 
learly suggesting the nephew might blos- 
som either as a preacher or a:politician, 
areers which he has, in a manner оѓ 
speaking, combined. Young Robert did 
well at school and university, and in.1953: 
he sailed off, first-class, asa Rhodes Scho- 
ar bound for University College, Охѓога. : 
In the Old Country Hawke was, pre- 
dictably, known as Digger, narrowly miss-- 
а his cricket Blue, and gave more than à 
hint. of things to come by getting into the 
uinness Book:of Records for downing 
э pints оѓ beer in 12 seconds, а time 
which still stands. “We worshipped. the 
rog,” recalls a wistful friend of, Hawke’s 
college years. Between yards of. ale, 
wke wrote his dissertation. on the 
culiarly Australian system. of setting 
_ Wages not by collective bargaining but by 
quasi-legal action before a federal arbi- 
tration court specially set up for the pur- 
‚ pose. While the system has far from elim- 
ited: strikes andlor: losko | 



















































































as advocate for the unions before "reo 
- bitration court and finally, on the retire- 

‘ment of the council’s president Bert Monk 
another alcholic, alas), as president of 





‘enigma 


the ACTU. The arguments before the 
court about the Australian basic wage turn 
on “the needs of aman, his wife and about 
three children" and “the capacity of indus- 


‘try {о pay” — both economic. questions. 


Hawke, the trained economist, was speed- 


‘ily able to wipé the courtroom floor with 


the economically ‘illiterate lawyers and 
employers’ men set against him. ` 


His skill with a glass did not go amiss 


either in his career as a professional trade 
unionist. While strictly speaking not from 
the working-class: himself, a distinction 


which might be lost on a non- Australian, 


Hawke had no trouble standing schooner 
for schooner with the men with' black 
singlets and beer paünches who were, col- 
lectively, hisemployers. ^ ^: 

He may, at this time; have sharpened 
his already marked Australian accent 
which, with the use of such expressions as 


“Don’t come the raw prawn,” on occasion 


makes him all but unintelligible to audi- 
ences restrictéd: to. Standard: Southern 
English. It-does him no harm at home, 
however, and Hawke's professional pos- 
ture as an advocate pleading for more 
wages for the workers could hardly fail to 
make him.a national hero in a time of ris- 
ing prosperity and massive immigration, 
when there seemed no end to ‘Australia’ s 
good fortune. 


fter he succeeded the boozy Monk in 
1967. аѕ president of the trade union 


movement, Hawke soon emerged as Aus- 
tralia's leading TV performer. Any strike |: 
which reached a national dimension inevit- 


ably involved Hawke as. a mediator, and 
his standard TV performance was to rush, 
hair rumpled and shirt stained with sweat, 


straight from the negotiating table strewn 


with butts and empties to the studio to an- 
nounce another dispute. settled апа 
another famous victory for the workers. 


Hawke had (and has) that most prized of | 


all TV assets, a crisp, articulate and rea- 
sonable opinion on all subjects, and no 
peer in Australia in putting it across. 

On the box, Hawke is equally strong on 
the defensive. Asked on camera, for in- 
stance, whether some of his wage settle- 
ments were not.a touch on the inflationary 
side, he was likely to reply, “Aw, have a 
funny one, sonny,” and nointerviewer has 
yet thought of a suitable riposte; 

Meanwhile, when he increasingly took 
to turning up at the studios.too sloshed to 
deliver any of his favourite lines, the TV 


_ | people responded by editing out the.more 
| revealing lurches, partly out of public-bar: 
a4 friendship, partly i in fear of losing the bril- | 
¿| Hance of his performances when even half- 
"way sober. | 
© In her book d'Alpuget, clearly with | 


Hawke's approval, traces his classic des- 





portant speeches, by way of brandy-only 


| lunches to benders in which the engaging 


and witty Hawke would speedily drink 
himself into gibbering, foul-mouthed in- 
sensibility, In this condition; she reports, 
her subject would proposition any handy 
woman who was available, and many who 
were not, leading his long-suffering wife 
Hazell to consult lawyers about the i inevi- 
table divorce. 

This domestic calamity (їп another 
manifestation Hawke, who has three chil- 
dren, was named Father of the Year in 
1971) was averted by some half-hearted: 
efforts at moderating his drinking, which > 
invariably came unstuck when admirers 
pressed treble whiskies on him in public 
places. Then, in a long-awaited, move, 
Hawke resigned his union office in 1980 to 
contest a safe Labor seat in Melbourne 
and enter the Australian Parliament, a 
preliminary, many thought, to the pre- 
miership. More 'sensationally, he ap- 
peared once more on TV to admit that his 
drinking was getting the better of him, and 
to announce his irrevocable decision to go 
оп the wagon. Hawke bid farewell to the 
bottle with a rendering of accounts: *As 
Sir Winston Churchill said, I reckon I got 
“more out of grog than grog got out of me.” 
(The thought is undoubtedly Churchil- 
lian, but the wording more likely 
Hawke's. ) The speech, which many found 
manly and moving; alerted the few people 
cleft in Australia still-unaware that their 
hero had a severe drinking problem. 

This is not, of course, necessarily an in- 
superable barrier to success in politics in 
Australia, or anywhere else. John Curtin, 
Australia's wartim prime minister, 
answered closely to W. B. Yeats’s lines: 

A lad with a fine fly-fisher's wrist 

Turned to a drunken journalist 

But Curtin remains the most loved of all 
Australian prime ministers, and Hawke, 
in his three long, dry years in parliament, 
has yet to make tlie expected political 
splash. Some say (they would) that he 
needs the drink to keep his wits at their 
keenest. The tone of his authorised bio- 
graphy suggests that he is engaged in a 
period of sober self-examination; and that 
he may, in his liquid years of easy victories 
and mediocre opponents, have allowed 
his brains to go to his head, as Lady Bir- 
kenhead said about F. E. Smith, another 
brilliant, boozy advocate. 

Last year Hawke, still a TV star, failed 
in an attempt to seize the Labor leadership 
from Bill Hayden, an unflashy, quintes- 
sentially: decent bloke who ascribed the 
move to е ты токаш ambition” 















































4 “Fraser's decision го call a snap general 
< election and Hayden's resignation as 
Labor leader. With. Hawke now Labor 
leader, his “honourable ambition" is just 
an election victory away. 
D'Alpuget hints. that Hawke's past 
boozing, and present teetotalling, may re- 


flect some complex relationship with his | 


formidable mother, He is certainly not the 


обвр Australian . to. reject strait-laced 


.. lower-middle-class.values and turn to the 
. enly other model available, the egalita- 


пап, drink-soaked; hard-done- -by outlook | 


of Australia's first. unwilling | British 
settlers, which includes both an exagger- 
ated masculinity measured by the victories 
of booze and. bed.and.a secret, deep mis- 
trust of women and their wiles. i 
On this view, Hawke, both in his prob- 


lems. and his popularity, may be working 


гош some still unresolved conflict in. the 

- national psyche: the love of a larrikin (Ox- 
“ford English. Dictionary: "the Australian 
.. equivalent of hoodlum or hooligan" — but 
"Oxfordis wrong; it’s actually.a term of af- 









longing. for a firm, sober, respectable 
father-figure (something like Fraser) 
‚ when times are crook, as they аге now. 

» And that unresolved conflict may well 
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By Alan Sanders 
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yn Adyaa 
told a recent on of the People’s Great 








many of them were poorly trained. . 
- “Acbasic improvement is especially im- 
portant in the teaching. of Russian. in 
schools, vocational апа technical colleges 
and the university," he.said. "Study of 
Russian is a key matter not. onlyin educa- 
tion but also the development of the coun- 
try in general." For this reason, from: 1984 
Russian would be CAR on to older children 
їй ki i 
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Hural, or national assembly, that teachers 
were in short supply in Mongolia; and: 
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the Darhan silica brick and lime wor 
who had initiated a movement for thi 
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and behaviour of the workers’ c 
were put on the same footing as pri 
tion statistics, and played their part i; 
evaluation of the work of the emp! 
“The administration; party and publi 
organisations and the paren 
of the enterprise, wor : 
vidual youth who is behind with h studi 
or in his behaviour, and with his pa 
In the event of any indiscipline b 
children, this downgrades.the evaluati 
of the work ofthe shop, section or team 
which his parents work," he said. 
According to Adyaa, Ulan Bator ha: 
cultural and education centre for child 
which. is run by the department 1 
juveniles of the Chief Directo 
Militia (police force). “This new. ch 
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"difficult." 

In a further indication that juvenile 
crime is a matter of some concern, Adyaa 
also said that managers must be constantly 
aware of the progress and behaviour of the 
children of their workers and employees, 
“and when necessary take the appropriate 
active measures." He added: “Parents 
must be made more responsible for the 
upbringing of their children, their school 
studies, participation in socially useful 
work, and for the behaviour of juveniles 
in public places, especially in evening 
hours.” 

Urban districts and yurt quarters (tent 
compounds) should set up children’s 
rooms for leisure activities. Every district 
should have a council for work with child- 
ren coordinating with local women’s coun- 
cils and housing committees. A moral 
code for children could be expressed in 
such simple slogans as “Look after your 
desk!” and “Look after your textbooks!” 


dyaa’s address was by way of an intro- 

duction to the Education Law, which 
was approved by the Hural session, It 
covers regulations for kindergartens, gen- 
eral and special schools, technical col- 
leges, the university and institutes, as well 
as teacher training and the “rights and 
duties” of pupils and parents, 

All children (including the Kazakhs of 
western Mongolia) have the right to be 
taught in their own language. The law also 
requires education to “exclude the influ- 
ence of religion" — indeed, the chapter on 
"liability for infringing legislation on edu- 

cation" specifically mentions prosecution 
for breaking the law on the separation of 
school and religion. 

It is a task of general-education schools 
(for eight-16-vear-olds) to "form in the 
younger generation а Marxist-Leninist 
world outlook" and bring them up in the 
spirit of “proletarian internationalism and 
socialist patriotism, and readiness to de- 
fend the homeland,” the law says. The 
tasks of vocational schools include the 
“aesthetic and physical education of 
pupils, the building up of their health and 
their training for defence of the socialist 
homeland.” 

Schoolchildren have a number of legal 
rights, including free use of school pre- 
mises and facilities, though textbooks are 
not mentioned. They also have a list of 
duties, including regular attendance and 
steady effort. They must also care for 
- “socialist property," obey the law and ob- 
serve school rules, set an example of good 
discipline and high moral behaviour and 
respect their teachers and elders. They 
should “fight relentlessly against any 
phenomena alien to socialist society.” 

On leaving school, it is their duty to 
“work in their speciality, as directed, in 
the most needy sector of the national 
economy or culture.” It is the responsibil- 
ity of parents to warn children against 
“anti-social activity or negative habits” 
and bring them up in a spirit of “high com- 
munist morality, care for socialist prop- 
erty, admiration for work, and respect for 
working people,” the law adds. 
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Follow the script 


The peop 


le's assembly will soon choose a new president and 


put its stamp on policies drawn up by the government 


By Susumu Awanohara 
Jakarta: Preparations for the March gen- 
eral session of the People's Consultative 
Assembly (MPR), which meets every five 
years to select the president and vice-pre- 
sident and decide on basic guidelines for 
national policy, are all but complete. 
After four months, the assembly's work- 
ing committee has come up with a scenario 
which virtually guarantees that the gen- 
eral session itself will be a political non- 
event, the re-election of President 
Suharto for a fourth five-year term being 
considered a foregone conclusion. 
However, though many hardline op- 
positionist MPs lost their seats in last 
year’s general election (MPs are automati- 





Suharto: reassurances on Pancasila. 


cally members of the MPR) and the work- 
ing committee had fewer explosive topics 
to deal with than five years ago, there was 
still some tough bargaining around issues 
concerning religion and political organisa- 
tions. 

Most issues were resolved in principle 
by the committee but some were put aside 
and will not be discussed in March. These 
issues, which tend to be the difficult ones, 
will surface again only when the govern- 
ment attempts to enact specific laws to im- 
plement the new set of national policy 
guidelines, sources say. 

Shortly after the 920 new assembly 
members were installed in early October, 
the working committee and sub-commit- 
tees represented by the three political or- 
ganisations — the military-backed Gol- 
kar, the Muslim United Development 
Party (PPP) and the Indonesian Demo- 
cratic Party (PDI) — as well as the armed 
forces and regional delegates, started 


work, drafting proposals for the general 
session. By late January the drafts of na- 
tional-policy guidelines and of decisions 
concerning such topics as the referendum, 
general elections and the honouring of 
President Suharto as the “father of deve- 
lopment,” were accepted by all groups 
within the working committee. Given the 
conciliatory nature of assembly members, 
confrontation over any issue during the 
general session is considered unlikely. 

As one local newspaper editorialised: 
“This obviously is the advantage of Pan- 
casila democracy in which controversial 
and complicated subjects can be discussed 
and settled beforehand (through commit- 
tee work). Therefore it is not necessary 
any more to hold fierce and sensational 
debates during the actual session as in the 
case of parliamentary democracy in the 
West.” 

Expounding on how consensus is 
reached in Indonesian politics, committee 
members from Golkar, PPP and PDI 
explained to the REVIEW how each would 
start out taking a tough negotiating posi- 
tion, a process followed by one party re- 
treating from its bargaining stance in ex- 
change for the softening of the opponents’ 
positions. 

Golkar’s most important aim in the 
MPR this time has been to ensure 
explicit mention in the national policy 
guidelines that the Pancasila state ideol- 
ogy must emerge the one and only princi- 
ple. or ideological foundation, for all poli- 
tical organisations. Golkar could not com- 
promise on this point; on the other hand 
Suharto had already obtained basic accep- 
tance of his “Pancasila as the single politi- 
cal principle" claim from the PPP late last 
year. When Suharto began to lay renewed 
stress on the national ideology last year, 
many Muslims, including those associated 
with the PPP, feared that Islam could be- 
come subordinate to Pancasila. Suharto 
reassured them that Pancasila was not a 
religion and some of the top Islamic lead- 
ers agreed to support it as “the single prin- 
ciple," as long as this was claimed only in 
the political sphere. 


Gi also bargained for the opening up 
of political parties to all members of 
society regardless of their religion, race or 
ethnic background. The PDI supported 
Golkar on this, while the PPP was obvi- 
ously opposed. Golkar secretary Sarwono 
Kusumaatmadja says this was a typical 
bargaining ploy. While Golkar truly be- 
lieves that political parties should even- 
tually be open to all, it is not realistic to ex- 
pect Christians to join the PPP just yet. 
But the idea for open political parties may 
have great appeal in a multi-ethnic and 


———À— sana” —— ——À i mansins cia M ШШ. 


multi-religious society which is trying to 
reduce tension. Conversely. opposition to 
the idea does not look good. Thus, by 
withdrawing the advocacy of open politi- 
cal parties, Golkar would be able to knock 
off many of PPP's more unacceptable de- 
mands, Sarwono explained. 

PPP member and vice-chairman of the 
working committee Dharif Nasution basi- 
cally agrees with this view. The PPP re- 
treated from some of its bargaining 
stances, Nasution admits. The Muslim 
party had asked for religious education, 
now provided in primary schools, through 
to university, to be extended to kindergar- 
ten as well as to "society at large." The 
PPP, together with the PDI, wanted civil 
servants to be free to support the political 
party of their choice and called for the lift- 
ing of the ban on parties' activities in the 
villages, Currently, civil servants are 
strongly pressured to support Golkar. The 
PPP and the PDI also wanted mention of 
"other youth organisations" in the policy 
guidelines, along with the Golkar-linked 
Indonesian National Youth Committee, 
which enjoys special privileges. None of 
these demands was met. 

In discussing the general election, the 
PPP and the PDI wanted an explicit state- 
ment that it must be honest in addition to 
being "direct, general, free and secret," as 
the election is commonly described here. 
Rather than add the word honest, which 
might be interpreted as an admission of 
dishonesty, Golkar agreed that the con- 
testants will play a greater part in running 
the election in future, 

Despite the Indonesian dislike for an 
open display of conflict, the 1978 general 
session of the MPR was a tense one, with 
the PPP opposing the new official 
guideline on understanding and imple- 
menting Pancasila, as well as what it saw 
as the government's attempt to elevate 
and institutionalise traditional mystic be- 
liefs alongside religion. The feeling this 
time is that there are no fundamental is- 
sues dividing the MPR апа that the em- 
phasis at the general session will be on the 
implementation of agreed principles. 

While the March general session will al- 
most certainly be a quiet one, enactment 
of special laws (notably on political parties 
and on mass organisations) by parliament 
will have to follow the adoption of basic 
policy guidelines. At this point, sources 
are agreed, tension will rise again. 

How exactly the new status of Pancasila 
will affect political organisations has not 
been worked out. More precisely, such 
consideration has so far been shunted 
sideways for fear it may inflame the MPR 
session. This and the fact that the assem- 
bly's discussions, including those of the 
working committee, are highly abstract, 
though undoubtedly important, lead some 
Observers to suggest that the nation's poli- 
tical leaders should be focusing greater ef- 
fort on more immediate problems such as 
recession, unemployment and external 
debt. A related question is to what extent 
discussions in the assembly, purged as it is 
of "troublemakers," reflect. sentiments 
among the public at large regarding, for 
example, religion and Pancasila. 
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A: amiable reader of the REVIEW, 
who is an executive of the United 
Nations Centre for Regional Develop- 


ment in Nagoya, has just filled me in | 


with details of Japan's unique open-air 
museum, Meiji-mura (village), which 
preserves and exhibits Japan's rich 
architecture of the Meiji period (1868- 
1912). А $ 

He sent me a picture of the restored 
entrance to the charming original Im- 
perial Hotel of Tokyo, designed by Yan- 
kee architect Frank Lloyd Wright and 
built in 1923, demolished — alas — after 


t's house: ghosts are rampant. 


the Occupation, but then partly restored 
at Meiji-mura in 1976. "Sad to say, only 
the hotel's entrance, facade and a small 
section of the lobby have so far been 
completed," UN executive Jim Goater 
told me. *Work on the rest of the three- 
storey building stopped two years ago 
and.is not expected to resume soon." 

His letter followed a column I recently 
wrote about my hopes of some day visit- 
ing Meiji village, which is near Inuyama 
City, and only an hour's ride by bus or 
rail from Kyoto or two hours from 
Tokyo. 

















More than 50 Meiji buildings, I learn, 
have been rebuilt on a beautiful 
1 million-sq.-m. area overlooking Lake 
Iruka. It is a characteristically Japanese 
undertaking, which faithfully restores 
buildings of historic and artistic value 
which had been lost in earthquakes and 
war disasters as well as demolished and 
replaced — like the old Imperial — in 
post-war development. 

Masaru Sekino, director of the im- 
mense museum, records its opening on 
March 18, 1965, by Yoshiro Taniguchi 
(who died in 1979), the first director, and 
vice-president Moto Tsu- 
chikawa of the Nagoya 
Railroad Company (RIP 
1974). "Meiji was the 
period in which Japan 
opened her doors to the 
outside worldand laid the 
foundation for modern 
Japan by absorbing and 
assimilating Western cul- 
tures and technology,” 
Sekino writes. “In addi- 
tion to following the ac- 
cumulation of excellent 
traditional woodenarchi- 
tecture from the 
Yedo period (1615- 
1867), builders adopted 
styles, techniques and materials of West- 
ern-style stone and brick architecture.” 

In establishing the Meiji-mura com- 
plex, Taniguchi and  Tsuchikawa 
brought and reconstructed Japanese 
buildings from Brazil and Hawaii as well 
as Japanese cities and cultural centres, 
dating back to the Meiji period. They in- 
clude a traditional kabuki theatre from 
the 1870s, a reception building owned by 
Marquis Tsugumichi Saigo (1880), a 
Shinagawa. lighthouse (in operation 
from 1870 to 1957), and a telephone ex- 
change building from Hokkaido (1898). 

On display inside are furniture, deco- 
rations and engravings and also historic 
materials exhibited for visitors on ap- 
propriate dates. Two railways have been 
built inside the “museum village,” where 
the original Meiji trams and steam 
locomotives still carry visitors in the 
right mood to the immortal structures 
where Meiji ghosts must still be ram- 
pant. 

Director Sekino sums up: “The Meiji- 
mura offers the Japanese people a place 
of social education, where they can dis- 
cover and have first-hand contact with 
the form and spirit of the Meiji period. 
We also believe that the Meiji-mura, as 
an evidence of East-West cultural ex- 
change, can be helpful to enhance 
mutual understanding between the peo- 
ples of Japan and other countries of the 
world." 

I certainly know where I am going on 
my next return to beloved Japan. 


PHILIPPINES 


MIFF sin miffs Sin 
The Manila film festival made money from sex films, 
but the church was turned off by the move 


By Sheilah Ocampo-Kalfors 
Manila: Imelda Marcos, wife of President 
Ferdinand Marcos, stole the limelight in 
this year's Manila International Film Fes- 
tival (MIFF) by the way she pushed her 
controversial pet project to success. Fol- 
lowing the government's refusal to shoul- 
der the cost of staging this year’s event, 
Mrs Marcos managed to get film-censor- 
ship laws relaxed enough to allow 13 soft 
pornography films to be shown uncut at 
local theatres. As a result, long queues of 
paying customers formed outside the 
theatres and fat profits from the sex-film 
showings helped defray MIFF's cost. 

But the move did not go unnoticed by 
the country's conservative Roman Catho- 
lic Church, and Mrs Marcos found herself 
once again in a war of words with the out- 
spoken Archbishop of Manila, Cardinal 
Jaime Sin. 

By the close of the festival on February 
4. gross box-office sales were said to have 
reached P47 million (US$5.1 million). Of 
this amount 65% is to go to MIFF, 20% to 
film producers and 15% to cinema ope- 
rators. MIFF organisers spent P 13 million 
on the project, thus it appears organisers 
will realise some 17.6 million in earn- 
ings. And excluded from this figure are 
rental receipts from 119 office suites at the 





REFUGEES 


Free but frustrated 


Vietnamese refugees in Britain remain largely 
homeless and lonely in their land of adoption 


By Daniel Nelson 


London: Eight years after they started 
trickling in, the Vietnamese refugees in 
Britain remain an isolated and alienated 
minority, most of them jobless and few 
with adequate housing. While the govern- 
ment has closed down almost all the 46 
resettlement centres in the country, vol- 
untary organisations involved in the wel- 
fare of the Vietnamese have warned of the 
refugees' desperate needs. 

Refugees are not new to Britain. 
Thousands of Protestants came here to 
escape Roman Catholic persecution in 
France and the Netherlands in the 16th 
century; 120,000 Jews arrived to avoid the 
anti-Semitic drives in Russia and Poland 
between 1870 and 1914, and after World 
War II about 160,000 Poles and 50,000 
Ukranians, Latvians. and Yugoslavs 
sought shelter from the communist re- 
gimes of Eastern Europe. 

Compared with such inflows the 16,600 
Vietnamese in Britain should not pose 


30 


Philippine International Convention Cen- 
tre where rents гап at US$428-3,000. MIFF 
also boasted that this year's film business 
nettéd five letters of.intent for co-produc- 
tion ventures and 27 others for joint-pro- 
duction. 

The fact that the sex films contributed 
heavily to MIFF's apparent financial suc- 
cess, did little to impress the church. 
Cardinal Sin delivered sharp attacks on 
the sex-film showings in speeches on 
January 26, 27 and 29, and he reminded 
the government of its role in safeguarding 
the moral fabric of the people. His 
speeches drew an almost immediate re- 
sponse from Mrs Marcos. 

At à press conference on January 28, 
she said she regretted that the showing of 
uncensored movies had "upset some 
fragile senses," but added that she did not 
intend to engage in an extended argument 
on the subject with the church. She argued 
that the showing of uncut sex movies 
would contribute to the “process of matur- 
ity" of Filipino movie audiences. "Truly, 
pornography is all in the mind and the 
heart," she said, adding: "Ten (actually 
13) movies cannot change our values. If 
garbage affects us, then there must be 
something wrong with us." 


much of a problem. 
But a report by the 
Joint Committee for 
Refugees from Viet- 
nam describes them 
as one of the 
most disadvantaged 
groups ever to come 
to Britain. The re- 
port also zeroes in on what it sees as seri- 
ous mistakes in the £21.6 million (US$33.3 
million) resettlement programme — mis- 
takes which, it says, have exacerbated the 
refugees' plight. 

Most of the Vietnamese refugees, the 
report notes, spoke no English, had no 
knowledge of Western culture and few 
working skills. They had unrealistic ex- 
pectations of life in Britain, and little was 
done to disabuse them of such misconcep- 
tions. In their land of adoption the re- 
fugees also found housing hard to obtain 
because Whitehall refused to allocate 





In an interview with the REVIEW, Sin 
rebutted Mrs Marcos' statements. "She 
said that she will not discuss with the 
church. I would also not discuss with a 
woman," he said, breaking into laughter. 
In hisspeech on January 29, Sin followed a 
similar line when he said: “I also have no 
intention of getting into a long argument 
with a segment of the national leadership. 
One of the fringe benefits in being a priest 
is that one does not liave to argue with a 
woman." 

Sin may have been alluding to differ- 
ences of opinion between Marcos and his 
wife over the conduct and style of MIFF. 
When the local press reacted against the 
showing of banned portions of sex films at 
the event, Marcos voiced his anger and 





Policewoman welcomes young refugees, 1979: fours years of loneliness.” 


funds to local councils which provide 
much of the housing in the country. Nor 
was there much provision for their long- 
term need for education and other social 
services, according to the report. 

With little prospect of proper housing, 
the refugees had to stay longer in the 46 re- 
ception centres. While the policy of dis- 
persing the refugees in so many centres 
spread the burden among many local 
councils and voluntary groups, the num- 
bers in individual centres were not large 
enough for the local councils to take 
up programmes for job-training, edu- 
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and conferences 
are available. 
And even a health 
club complete 
with a sauna. 
In-hotel dining 
isa gourmet's 
pleasure. Here you'll find 


Located 
close to busy 
Orchard Road, 
the York's 
proximity to 
Singapore's 
central 
shopping district and lively 


entertainment makes it an authentic Italian and Japanese 
exciting place to be. cuisine. And the pooldeck cafe 

Tastefully furnished rooms and a coffeehouse offer both 
which range from split-level. ^ western and local delights. 
cabanas to spacious suites Well located, the York 
provide comfort in style. makes your stay in Singapore 
Function rooms for seminars pure delight. 


On holiday or business, 


the York treats vou riéht. 





York Hotel 
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WWF Kojo Tanaka /BCL 


The 
Giant Panda 


needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of МЕ” worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to 


WWF International, 1196 Gland, 


A~e Switzerland. 
(hes 
WWF WORLD WILDLIFE FUND 
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HISTORY 


The inside story of internment 


Stanley: Behind Barbed Wire by Jean 
Gittins. Hongkong University Press. 
HK$45 (US$7). 


THIS essential fragment of Hongkong's 
social history (to borrow the publisher's 
phrase) was written by a daughter of the 
late Sir Robert and Lady Clara Hotung, 
who went voluntarily into Japanese in- 
ternment in Stanley Prison camp during 
World War II to be with her sister-in-law. 
It is a gently told horror story, parts of 
which should make Britons and Austra- 
lians cringe with shame. 

Example: Eurasian women and child- 
ren of government employees, who had 
been advised officially to quit Hongkong 
shortly before the Japanese attacked, 





61 found that the stories we heard of con- 
ditions in Stanley Camp were by no means 
exaggerated. If anything, they were a 
good deal worse. The accommodation was 
hopelessly inadequate. Thirty-five people 
packed into a standard-sized flat and over 
fifty in a small family bungalow. The flats 
in the Indian warders' quarters were much 
smaller and housed an average of seven 
people. The internees looked starved, 
despairing and utterly forlorn, though 
there were some who kept their spirit.* 


— Jean Gittins quoted in Captive Years: 
The Occupation of Hongkong, 1941- 
45 by Alan Birch and Martin Cole. 
Heinemann Asia. 


were turned back to Hongkong at Manila 
— their first port of call — because Can- 
berra’s White Australia policy would 
allow only Caucasian refugees to enter the 
country. ч 

Example: Some" toffee-nosed, former 
inhabitants of the Peak organised children 
into packs of thieves to scour the area for 
anything of value to sell for money — 
while some mothers offered the guards 
more intimate favours — to buy extra 
food. More commendably, the kids man- 
aged to have the last laugh on their guards. 
When instructed to pose for happy snaps 
they did so enthusiastically, making sure 
their fingers were carefully splayed into 
the *V"-for-victory sign. 

Like sullen, dispirited sheep, writes the 


author, internees learned to cope with 

those who would die of malnutrition; with 

saying goodbye to Canadian and Ameri- 

can friends who were repatriated, and 

even with United States planes that" 
bombed their camp in error, killing some 

of them. 

Finally, in 1945, came the delirious 
moment of release and the kindness of 
friends who arranged for Gittins to be 
reunited with her children in Australia. It — 
was then that she learned what almost 
everyone else seemed to know already: ; 
her husband, a sergeant in the Volunteers, 
was dead. 

Gittins, proud that she was the best to- 
mato-grower in the camp, is still in Aus- 
tralia, where for many years she worked in 
the pathology department of Melbourne 
University. She has contributed a little 
gem of dignity and courage for which 
those who are no longer alive would be 
well pleased. — DONALD WISE 








Reflecting a Victorian view 


Singapore: Through Sunshine and 
Shadow by John Bertram van Cuylen- 
burg. Heinemann Educational Books 
(Asia) Ltd. HK$20 (US$3). 


FROM the leisurely pace of small-town 
Singapore in the early 20th century 
through the fraptic years of economic and 
political growth, van Cuylenburg witness- 
ed all the changes and the pain. His reflec- 
tions, in all their glorious and grisly detail, 
penned originally some 20 years ago, have 
finally been published. 

Van Cuylenburg, a medical practitioner 
for almost half a century, was distinctly a 
man of the old school who, in his battered 
prose, leaks his Victorian morality and at- 
titudes onto almost every page. He re- 
garded the old era as a time “when men 
were men." Of Singapore's booming 
cabaret acts of the late 1930s he felt that 
they were more than a little risque: "More 
daring shows provided the wedge that was 
to end up with strip-tease — now banned 


by the authorities, and rightly too!" 

Until December 8, 1941, Singapore 
lived out its existence in much the same 
manner and style as most other colonies. 
In the early hours of December 8 the Ja- 
panese began their offensive on Singapore 
which would end with the surrender of the 
island on February 16, 1942. Van Cuylen- 
burg swings between description of the 
carefree life of the colony and some of its 
more ridiculous aspects — the segregation 
of all classes and peoples with the under- 
standing that everyone ought to know his 
station. 

The good doctor, though indignant 
about many things, especially the fact that 
the Japanese had the audacity to be so 
well prepared as invaders, seems to have 
thought that appeasing Hitler was the 
solution to avoiding war. In 1938, with the 
Fuhrer *on the war-path," van Cuylen- 
burg suggested that “the ABCD group — 
Australia, Britain, China and Dutch East 
Indies — should give Hitler some islands 


in the Pacific that he coveted, to avoid 
war. 

The horror of the bombardment and the 
retreat into Singapore of British and Com- 
monwealth forces is aptly caught. But 
throughout his narrative van Cuylenburg 
reduces much of the pain and suffering to. 
the absurd with sudden observation and 
personal anecdotes. In the midst of the 
bombing he suddenly notices that "there 
were no clergymen nearby for those poor 
innocent victims of a ruthless enemy." 
The enemy “went so far as to apply judo 
tactics. I believe many of our Indian 
troops succumbed to strangulation by Ja- - 
panese who jumped onto their backs." 

Throughout the occupation, van 
Cuylenburg continued his work as a doc- 
tor as best he could. He has little good to” 
say about his Japanese masters, who did 
their utmost to make life as unbearable as 
possible for the masses. On the post-war 
years van Cuylenburg comments briefly, 
though he was extremely proud of the 
multi-racial society in which he lived, 
seeing it as “a marvel . . . to the world." 

—IAN FINDLAY 
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The burden of bailing out sick firms weighs down DBP 


Rescuer needs rescue 


By Guy Sacerdoti 

Manila: The government-owned Deve- 
lopment Bank of the Philippines (DBP) is 
in deep trouble and its role as a viable 
development institution is in question. 
For the next five years at least, the bank 
may have to act more like a commercial 
bank than a development bank in terms of 
lending policies if it wants to remain 
afloat. Charged with the rehabilitation of 
scores of distressed firms, DBP is in need 
of rehabilitation itself. But given the gov- 
ernment's current austerity, the availabi- 
lity of official financing is in doubt. 

Senior officials now say “roughly half” 
the bank's estimated P40 billion (US$4.3 
billion) assets at the end of 1982 were 
weak. They comprise loans long in ar- 
rears, doubtful accounts, convertible 
equity in distressed companies and non- 
performing loans made at government be- 
hest. A confidential World Bank report 
suggests the value of DBP's assets is only 
48% of its liabilities. Major delinquent ac- 
counts being restructured, sold off or 
liquidated total 210, accounting for more 
than P 15 billion of DBP's assets. Further 
tightening the noose, the government's 
deficit financing in 1982 sapped almost 
20% of the government's P8 billion on de- 
posit with the bank, seriously draining 
liquidity and hurting DBP's ability to ser- 
vice borrowings of more than P20 billion, 
half of which are in foreign currencies, 
primarily US dollars. This forced DBP to 
cease all but priority project lending late 
last year and reduce its lending prog- 
ramme for 1983. Some of DBP's obliga- 
tions to foreign lenders have had to be re- 
scheduled, the first rescheduling of gov- 
ernment-guaranteed loans. 

The bank badly needs a substantial 
equity infusion, but the government, 
under International Monetary Fund rules 
accompanying a one-year standby. credit 
now with the IMF board, is forbidden to 
give too much new credit to state corpora- 
tions. 

Reflecting the currently depressed local 
economy, suffering from the adverse ef- 
fects of the international recession, the 
DBP's predicament also symbolises the 
economic inefficiency, "crony capitalism" 
and misplaced priorities which have 
caused the Philippines to suffer more in 
the current recession than any of its neigh- 
bours. 

DBP's management was beefed up in 
mid-1981 with the appointment of re- 
spected businessman Cesar Zalamea as 
chairman. Serious efforts are now being 
made to tighten up lending policies, en- 
hance collection activities and prune un- 
wanted assets, many of which resulted 


from foreclosures and the conversion of 
accounts in arrears into equity. But the fi- 
nancial morass can only thicken with lin- 
gering recession. And DBP's future, given 
the swathe it cuts across government fi- 
nance, does not appear to hold much 
cheer. 

Its biggest problem remains distressed 
firms. Most of these come from DBP's in- 
dustrial and property portfolios and have 
been transferred to a special delinquent- 
accounts ‘department headed by DBP 
vice-chairman Don Ferry. The 210 ac- 
counts represent 87 companies in which 
the bank has taken over management. 
Normally the bank converts accrued in- 
terest outstanding into preferred shares, 
but in a number of notable cases has ab- 
sorbed principal as well. The expansion of 
DBP holdings has been as phenomenal as 
its poor collection rate — percentage ac- 
tually received of principal and interest 
due — on loans (currently 55%). In 1976, 
the ratio of the bank's absorbed equity 
holdings to its overall loan portfolio was 
9%. In 1981 it reached 30% and in 1982 it | 
was estimated to have reached 40%. In | 

so terms, P9.2 billion in equity dwarfs 
the P2 billion the bank held at the start of 
1980. 


BP is currently reviewing lendings to 
these 87 firms. The study, to be com- 
pleted by the end of March, seeks to deter- 
mine if DBP should put in any more re- 





sources. “If we find any of them not via- 
ble, then we will have to try to dispose of 
them," said one top manager. DBP has 
hired professional consultants to evaluate 
the individual accounts and has organised 
a marketing committee within its recently | 





set-up management subsidiary, to link up 
with brokers to liquidate these assets. 

The DBP insists it will not seek to hive 
off stakes in non-viable firms to the pri- 
vate sector. One DBP governor said the 
bank will dispose of them. “But we are not 
going to take a loss." It is difficult to see 
how DBP can avoid this, however, in the 
case of the most troubled firms it has in- 
terests in. 

One of the two largest accounts, worth 
more than P900 million according to 
Ferry, is Alfa Integrated Textile Mills, 
among the companies which collapsed fol- 
lowing the disappearance in January 1981 


| of debt-ridden entrepreneur Dewey Dee. 


DBP tried to resuscitate the firm by bor- 
rowing emergency funds from the central 
bank and hiring a management firm to run 
the company. When that failed, the bank 
started looking for buyers. Agreement is 
soon expected to sell Alfa to a consortium 
of Taiwan investors, sources вау, at a price 
which will cover DBP's exposure, but with 
payment made over, 30 years. Most 


| analysts view that kind of asset-liquidation 


process as tantamount to a write-off of at 
least a portion of DBP exposure. The ini- 
tial payment will help the bank's liquidity. 
but the term of the payments will reduce 
the value of the assets sold, owing to infla- 
tion. 

Still, DBP has little choice. “All we can 
do now is nurture these companies until 
the private sector can take over," said a 
top DBP official. "Given our size, we are 
over-extended. We cannot solve one prob- 
lem without spawning 10 others in the pro- 
cess. Until 1981 we were throwing good 
money after bad. Policy was piecemeal. 
Now at least we are organising a system." 


TEES Lanza. х 
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said that the government would not allow 
it "unless this is a part of what they call the 
experimental presentation," referring to 
the so-called Experimental Cinema of the 
Philippines, which Marcos created last 
year and to which he appointed his elder 
daughter, Imee, as director-general. 

The moral question raised by the church 
has further strained church-state rela- 
tions, stretched in recent months over dif- 
ferences between the church and the mili- 
tary (REVIEW, Feb. 10). Sin also raised 
the question of the government's propen- 
sity to suspend laws in the name of expe- 
diency, as it did when the Board of Cen- 
sor's powers to cut and ban films were 
suspended for the duration of the festival 
to allow showings of previously banned 
sex movies, 

Sin argued: "If the national leadership 
can suspend the operation of a law to 
achieve its end — and this time it is to raise 
money to defray the prohibitive cost of 
mounting à festival — and if as citizens we 
ure to accept it without protest, might not 
this same leadership be tempted to sus- 
pend some other laws safeguarding our 
basic rights, to accomplish an end that 
could be more sinister than just raising 
money?" 

Sin told the REVIEW that he had no wor- 
ries about his relations with Marcos be- 
cause the president goes to the cardinal's 
house sometimes and the two discuss 
things reasonably. It is with Mrs Marcos 
that the cardinal finds himself at odds. 
Asked if church-state problems would in- 
crease if Mrs Marcos succeeds her. hus- 
band as president, Sin intoned: "Where 
will this country ро with this kind of 
leader?" u 


cation and cultural adaptation. 

The report also points out that the 
trauma of isolation has forced many re- 
fugees to leave their resettlement areas 
and flock to big cities in the hope of find- 
ing security in larger Vietnamese commu- 
nities, a throwback to the extended 
family. But even in cities there are hardly 
any jobs, and unemployment among re- 
fugees is running at 8396. 

Family problems have been exacer- 
bated by the tightening of immigration re- 
quirements since July 1981. "Failure to 
realise their reasonable hopes for family 
reunion will substantially affect the ability 
of the Vietnamese to settle satisfactorily." 
the report warns. Even elderly parents, 
who would normally be dependent on 
members of their family in Britain, and 
the relatives of unaccompanied minors 
have been refused entry. The joint com- 
mittee is urging the Home Office to relax 
its stand, 

Given the Conservative government's 
extreme sensitivity to charges of softness 
on immigration, the voluntary agencies 
campaigning on behalf of the Vietnamese 
will have to struggle hard to bring about 
even a minor relaxation. But the govern- 
ment has acknowledged the seriousness of 
the overall plight of the refugees by ex- 
tending the funding for resettlement by 
another year. 
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INDIA 


Shuffling the same pack 


A minor revam 


by Mrs Gandhi does little to bolster public 


confidence in the government and the Congress party 


By Mohan Ram 

New Delhi: When Prime Minister Indira 
Gandhi sought and obtained the resigna- 
tions of her entire 59-member cabinet and 
those of top functionaries of the ruling 
Congress party late jn January, spetula- 
tion was rife that a big shake-up was in the 
offing. A few weeks earlier the Congress 
party, of which Mrs Gandhi is president, 
had been trounced at the polls for two 
southern state legislatures (REVIEW, Jan. 
20). With parliamentary elections loom- 
ing in early 1985, observers thought that 
revitalisation of the faction-ridden party 
and the government was long overdue. 

In an editorial headlined "Time for 
butchery," The Times of India — the 
authoritative national daily —  com- 
mented: “So the message of defeat in 
Andhra and Karnataka has gone home." 
But had it? The minor reshuffle of the 
cabinet and the party which followed two 
days later disappointed most observers. 

The cabinet revamp involved only two 
senior ministers — C. M. Stephen and 
Kedar Pandey — and a few junior col- 
leagues, with some loyalists being pro- 
moted and others being dropped. How- 
ever, the cabinet remains the same size. 
That several ministers had to be retained 
despite their lacklustre performance gave 
the impression that factional interests in 
the party had to be appeased. 

As for the party, Mrs Gandhi retained 
the presidency which she has held since 
1978 and appointed Kamalapati Tripathi, 
an aging loyalist of the Nehru family for 











К NGC 
Tripathi: no new life. 


the past four decades, as the so-called 
working president because the party con- 
stitution does not provide for a vice-presi- 
dent. Tripathi, who is from Uttar Pradesh, 
the home state of Mrs Gandhi, can hardly 
be expected to breathe new life into the 
party. One of the two new general sec- 
retaries of the party is Stephen, from the 
southern Kerala state, who also stuck with 
Mrs Gandhi during her years out of power 
in 1977-80. 

Some observers maintain that, contrary 
to the deliberately inspired rumours, Mrs 
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ning to pin the election debacles in 
ndhra Pradesh and Karnataka on her, to 
able them to lay claim to a share of 
er in the running of the party. 
.. The major outcome of the changes has 
been the elevation of Mrs Gandhi's son 
nd closest confidant, Rajiv. as one of the 
iwo general secretaries of the Congress. 
However, this appointment merely for- 
malises the role Rajiv has been playing 
hout holding any posts in the, party or 
he government. 
Observers see а parallel between the 
y Rajiv has been launched on to the na- 
wal scene and the manner of the launch- 
of his brother Sanjay, who was being 
med to succeed to his mother before 
is death in an air crash in mid- 1980, Quit- 
ing his job as an airline pilot, Rajiv won 
parliamentary seat held by. Sanjay in 
‚1981. Should Mrs Gandhi choose to give 
гир the party presidency in the coming 
years, Rajiv is expected to be the obvious 
hoice to succeed her. 




















'ortunately for Rajiv, the Congress was 
victorious in the elections for the New 
< Delhi metropolitan council on February 5, 
the poll being held within a week of his as- 












arochial i in nature, they 
ely seen as a test case of whether 
ngress could make headway in the 
al after the twin setback in the south. 
Both mother and son had iLa e 
irelessly i in the New Delhi m 
tions and party leaders too 
the victory, claiming that reg 
uistic issues had dominated the iria in 

"the south. 
| However, the same regional and lin- 
istic issues are likely to haunt the Con- 
gress for a long time. The cosmetic 
changes in the party leadership have done 














tes ruled by the Congress. Close on the 


Iharashtra сате to a head after fester- 
; ing for months. 
|ocBabasaheb Bhosle, the state chief 
minister who had been hand:picked by 
Mrs Gandhi, had lost the confidence of his 
party's legislators. Mrs Gandhi had to 
allow Maharashtra Congress assembly- 
men to choose their own leader, instead of 
опе being nominated by New Delhi. 
The Maharashtra precedent has embol- 
dened party factions in at least five other 
states to clamour for new chief mi inisters. 












oughshod over- these. demands or allow 

form of democracy to function in the 

party, will significantly áffect the. future 
health of the Congress... 

Elections to party posts at all levels, 
none of which have been held in the past 
13 years, were scheduled for March but 
were postponed in the wake of the South- 
ern debacle. The test of Mrs Gandhi's in- 
tention to revitalise the party will come if 







and when such party elections are held. Di 
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little to overcome factionalism.in the 15 | 


icels of the reshuffle in. New Delhi, fac- | 
ional squabbles in the western state of 





| р едг ject: 
out of the country have been largely unsuccessful 


By Mohan Ram 


New Delhi: India chalked up a rare vic- 
tory against its antiquities thieves a few 
weeks ago, when its Central Bureau of In- 
vestigation stumbled on a 7-in.-high 12th 
century bronze Buddha stolen at gun- 
point from a museum in 1981. Although 
officials had valued it at Rs 60,000 
(US$6,000), the statue was being offered 
to an Indian dealer for Rs 1 million and 
would have fetched many times that figure 
once smuggled to Europe or the United 
States. 

The United Nations Educational, Sci- 
entific and Cultural Organisation esti- 
mates that more than 50,000 art objects 
have been smuggled out of India during 
the past decade or so. More than 3,000 





A ‘Nataraja figure: target of. the smugglers. 


major antique thefts were reported during 
1977-79 but only 10 cases were solved. The 
lure of easy money, lax security at. 


museums, temples, ruins and monuments, 
and minimal penalties for- art thieves (a 
maximum of six months in prison) help 


make stealing and smuggling antiques а 


lucrative business. Unscrupulous dip- 
lomats use their diplomatic immunity to 
smuggle objects past customs: officials, 
contributing to the multi-million-rupee 
traffic in Indian antiques which surface in 
the auction halls of London and Zurich 
and, on a smaller scale, in Cologne and 
Frankfurt. 

India enacted a hwi in 1975 requiring all 


„objets d'art more than 100 years old, and 
‘all manuscripts more than 73 years old, (0. 


be registered with the government so that 
the trade and export of antiques could be 
regulated. But the law is nof very « effective 
and in any case cannot be easily enforced 
outside the big cities. Antiques abound in 
the. countryside; some аге owned by 











families who do not realise their true 
value; others are to be found in unguarded 
temples or among historic ruins. Some of 
these objects are bought at give-away 
prices and others are simply stolen. 
Museum thefts are a new trend. In some 
cases an object is replaced with an imita- 
tion, making the theft difficult for authori- 
ties to detect. 

Antique-dealer syndicates with interna- 
tional connections are at work, quietly 
buying up these objects with a view to un- 
loading them at high prices when they be- 
come fashionable. Until about a year ago 
11th century bronzes from Bengal were in 
vogue with collectors: They were once 
available for about Rs 2,000 each but can- 
not be had now for as much as Rs 25,000. 
Until recently the syndicates have been 
dealing in 16th century Mughal and 18th 
century Pahari miniature paintings. In the 
late 1970s, these objects were very fash- 
ionable in Europe. and the US, fetching 
four to five times the. price paid for them 
here. 

But the vogu 
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prices. They are e i 

seas auction halls next year. It isa quiet 
traffic. Only when a major museum theft 
is reported is the nation reminded of it. 
The official agencies, charged with pro- 


|| tecting the country's heritage, are nó. 


match for the highly organised network of 
thieves, unscrupulous dealers and wealthy 
collectors abroad. 

In the 1960s, a priceless Nataraja idol 
was stolen from a temple in Sivapuram in 
Tamil Nadu state. Norton Simon, à pri- 
vate collector in the US, boughtit for Rs 8 
million. More recently a museum in the 


. US acquired for Rs 6 million another 


Nataraja idol, stolen from another temple 
in Tamil Nadu. India has been unable to 
recóver its stolen art treasures from their 
new owners in the US and Europe though 
it is a signatory to the Unesco convention 
of 1970 which is aimed at curbing the 
smuggling of art objects. 

In 1975 there were plans to establish an 
international office in Florence, Italy, to 
coordinate efforts to return stolen art 
works to their countries of origin, but the 
office was never opened. Many Western 
countries аге not signatories to the 1970 
convention. These countries contend that 


- theft victims should buy back stolen ob- 


jects at prevailing market prices. But as an 
Indian official points out, while it might be 
possible to buy back a stolen object from a 
museum, it would hardly be possible to do 
50 from а private collector. “Who. would 
admit that a stolen object was in his pos- 
session?” he asks. a 
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That system will help DBP consolidate 
some of its assets, and reduce its ability to 
operate in many cases as a development 
institution. But much of DBP's portfolio is 
derived from projects many "observers 
question as being development projects. 
Most prominent among these are the 40 
hotels in which DBP has some degree of 
ownership. 


N umerous problems have been encount- 
ered with these hotels. The government 
launched a massive hotel programme in 
the early 1970s, to attract more tourists 
and conventions. The programme initially 
pre-empted some P1.6 billion in re- 
sources, with about 40 hotels (five of five- 
star rating and 20 more of luxury stan- 
dard) receiving loans. Manila bid success- 
fully to become the venue for the IMF/ 
World Bank annual meeting in 1976 and 
many of the hotels were pushed for com- 
pletion to coincide with this. Criticising 
the programme as unnecessary, observers 
at the time pointed to the more pressing 
needs of rural development and keeping 
services functioning in Manila. They also 
warned that the massive building spree 
would create a glut of rooms for what was 
at best a gradually expanding industry. 
Complaints were also heard that friends of 
President Ferdinand Marcos were either 
involved in hotel ownership or in manage- 
ment, or as contractors for hotel construc- 
tion. The government gave the pro- 
gramme such priority that while DBP ab- 
sorbed 100% of the risk, the actual fund- 
ing was split — DBP releasing 20% with 
the remaining 80% disbursed. directly 
from the central bank. 

The IMF/World Bank meeting came 
and went and then the hotels had to fend 
for themselves. Holiday Inn and Silahis 
International near the Convention Centre 
and the Mandarin, Manila Garden and 
Manila Peninsula hotels in Makati, kept 
absorbing funds and falling behind on pay- 
ments. The DBP lent nearly P200 million 
for the hotels in 1977, P345 million in 
1978, P157 million in 1979, another P 200 


The Mandarin: ‘close to break-even.’ 
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million in 1980 and P50 million in 1981. 

The first payments due (which DBP 
converted into equity) were in 1978, for 
P12.6 million. By the end of 1980 DBP 
put on P581 million-worth of hotel equity, 
increasing again to P750 million in De- 
cember 1981. Most of the hotels, such as 
the Holiday Inn, were foreclosed, then let 
out to leasing companies which run them 
for what amounts to an up-front fec. The 
leasing company running the Holiday Inn, 
for example, is owned by Roberto Be- 
nedicto, a long-time friend of Marcos, 
who is best known for his control over the 
Philippine sugar industry. As opposed to 
all other DBP "investments," the hotel 
takeovers included conversion of princi- 
pal as well as interest. 

The hotels’ problem was not only the 
glut of rooms. The second oil shock in 
1979 cut back on tourist arrivals, and the 
convention organisers frequently cut rates 
— sometimes below room-maintenance 
costs — to entice customers. Worse, the 
priority conventions and festivals of Mar- 
cos' wife Imelda virtually forced the hotels 
to operate at full capacity but at cost or 
less. Even in normal circumstances Man- 
ila’s rates are the lowest in Southeast Asia. 
not only because of the profusion of rooms 
but also because Manila is one of the few 
cities in the region with a large mid-range 
group of hotels. Despite fair occupancy 
rates, DBP's exposure was shaky. 

One DBP governor handling the port- 
folio insists the hotels are good assets and 
will experience a turnaround “within two 
years." The Mandarin and Peninsula 
hotels "are close to break-even," he says. 
Although they are all under what amounts 
to a second restructuring of outstanding 
obligations — DBP completely took over 
the Mirador and Tradewinds hotels within 
the past three months — officials are con- 
fident that the equity can yield dividends 
given time. For one thing, they say, the 
conversion of principal leaves a cash-flow 
situation in which hotel earnings cover the 
capital costs of the building. 

As most rates are quoted in US dollars; 





the weakened peso makes it easier to 
cover the local-currency cost of the hotels. 
“It gives us a fixed-cost coverage that 
makes them good assets to hold,” said one 
DBP governor. But this may be more 
bravado than true confidence, according 
to sources. While DBP is looking for 
buyers to soak up some of DBP's equity 
participation, independent appraisers 
shudder when comparing these hotels' as- 
sessed true value as against quoted expo- 
sure. The suggestion is that unless DBP 
spreads payments over extended periods, 
as with the Alfa deal, there will be little 
hope of finding buyers. The assets, one 
appraiser told the REVIEW recently, are 
simply bad. 

DBP is also using the concessionary 
long-term repayment route to sell off a 
part of its portfolio, which has become 
something of a contentious issue for the 
Asian Development Bank. A tandem 
ADB and World Bank loan to DBP in 
November 1977 included conditions that 
DBP would sell off three of its most delin- 
quent assets — the National Steel Corp.. 
National Housing Corp. and Food Termi- 
nal Market — as these were considered 
non-yielding government projects better 
handled out of the budget than via the 
government banking system. The chance 
of repayment was slim: The ADB is upset 
with the World Bank, which continues 
meanwhile to finance DBP projects via its 
"apex" window with the central bank. 


hile National Steel has been transfer- 

red to the government's National 
Development Co., headed by Minister of 
Trade and Industry Roberto Ongpin, ne- 
gotiations are continuing on disposing of 
the other two. The National Housing and 
Food Terminal portfolios will probably be 
sold to the Ministry of Human Settlements 
which is headed by Mrs Marcos, While 
DBP governors say the deal will be com- 
pleted in March, with payment spread 
over 25 years at about 2% annual interest, 
Deputy Human Settlements Minister 
Conrado Benitez says the terms are 40 
years, with interest to be negotiated. 
Either way, it is a give-away and an effec- 
tive write-off of at least part of the expo- 
sure, estimated by observers at more than 
half the P4.5 billion in DBP's paid-up cap- 
ital. ADB sources say that regardless of 
the sale, DBP should not expect any 
further ADB financing. DBP officials say 
they are already negotiating a new credit 
line with the ADB. 

While the World Bank may continue to 
grant credit, however, it too has been criti- 
cal of DBP's operations. A draft report of 
a recent World Bank mission says that up 
to 116,000 agricultural loans of DBP are 
seriously in arrears, or 65% of the total 
number outstanding at end-1981. The 
P I.I billion involved is 37% of the P2.97 
billion in agricultural credits outstanding 
as of December 1981. 

The World Bank suggests DBP deve- 
lops greater deposit mobilisation in rural 


central-bank rediscounting. But in its cur- 
rent state, DBP would need substantial 
amounts of new financing to make that 
work. Zalamea would like to see РІ bil- 
lion in new government capital over the 
next two years, but estimates the bank's 
true needs at closer to P 10 billion. With 
the government strapped for cash itself 
and limited in the amount of credit allowa- 
ble to the public sector by IMF strictures, 
DBP will be lucky if its gets anything at all 
this year. 

Fund sourcing for DBP has not been 
much of a problem, and DBP maintains а 
good credit rating abroad. That it is a gov- 
ernment-owned bank helps, but it has 
taken a policy that if companies for which 
it guarantees credits threaten to fall be- 
hind on any of their foreign borrowings. 
DBP will usually take over their payments. 

Authorised long-term foreign borrow- 
ings as of December 1981 totalled some 
US$1.4 billion, all but US$370 million of 
which has bean drawn and remains out- 
standing. Last year DBP borrowed 
US$165 million in foreign currency and 
expects to borrow some US$200 million 
this year. About US$50 million of that will 
come from a central-bank syndicated bor- 
rowing expected to be signed soon (for 
US$300 million) and from. Japanese- 
sourced private placements or possible 
syndications. 

The other US$150 million will come in 
United States or Eurodollar borrowing to 
be marketed in two tranches, the first 
planned for immediately after the central 










Benedicto: friend of Marcos. 


bank consolidated loan is signed. DBP 
normally pays about 0.125 ofa percentage 
point above central bank spreads, and will 
probably follow in the central bank's 
footsteps with a split prime rate and Lon- 
don inter-bank offered rate base. 

Outstanding domestic borrowings total- 
led P10.6 billion at end-1981, mostly in 
notes to other government financial in- 
stitutions, direct government loans and 
placements, the World Bank and ADB 
loans plus about P3 billion in "coun- 
tryside" bills (which DBP sells to banks in 
order to raise funds for rural projects) 
guaranteed by the government and pay- 
able by 1986. 


forei 












gn liabilities, ат in 1981 ies 
to US$238 million from less than half a 
year earlier. Much of this came in assum- 
ing liabilities of firms taken over by DBP, 
but their payment effectively constrained 
the bank's ability to lend. Still, DBP's in- 
come remains positive, though small rela- 
tive to the bank's funding needs. The 
P108.7 million earned in 1981 is expected 
to show an increase in 1982 of about 4% to 
P113 million, while reports say Zalamea 
hopes income will rise to P 180 million this 
year assuming better collection rates. 
DBP will have to continue to reform its 
operations and pare down questionable 
assets, however, if itis to survive in its role 
as а development bank. "It is relevant for 
a development bank to take more risk," 
said a top DBP official. “But more and 
more we must live with limited resources 
and borrowed funds, and must become 
more strict. We have to become more 
business-oriented than development- 
oriented — and we have to do it if we are 
going to survive.” While the official said 
projections indicate the bank can survive 
“at least for the next five years,” reforms 
must reach the heart of the institution. In 
the past, he acknowledged, under-the- 
table payments for loans secured funds 
better than feasibility; and phone calls 
from officials were often good enough to 
get funds released, regardless of the pro- 
ject. That was as much at the root of the 
problem as world recession. As one DBP 
official put it: "We just cannot afford 
cronyism anymore." 





Making of the precedent 


A hard-won Japan Development Bank loan to a foreign-owned 
company — its first ever — could start a chain reaction 


By Mike Tharp 
Tokyo: The Japan Development Bank 
(JDB) agreed on February 4 to extend its 
first loan to a majority-owned foreign 
company. The 10-year loan, for some 
¥350 million (US$1.5 million), was ap- 
proved for MRC Co., 80% owned by 
Materials Research Corp., a New York- 
based maker of semiconductor equip- 
ment, and 20% owned by Midoriya Elec- 
tric Co. of Japan, an electronics firm. 
Although it took JDB and MRC several 
months of often difficult negotiations to 
reach agreement, officials from the gov- 
ernment-sponsored bank. the company 
and the United States Embassy in Tokyo 
guardedly suggested that the loan could 
set a precedent for more such borrowings 
by majority-owned foreign companies. In 
the past, JDB has made loans to 50:50 
joint ventures and to enterprises with 
minority foreign-equity interests. For the 
fiscal year that ends of March 31, 
JDB's total financing to foreign-capital- 
affiliated enterprises is expected to be 
about ¥17 billion, up 30% over the previ- 
ous fiscal year. Most of the loans have 


been made for technology development. 
The loan to MRC, however, marks the 
first time JDB has lent moncy to a foreign 
firm holding majority interest in a local 
company. The move can be viewed as an 
effort to increase foreign participation in 


the Japanese marketplace, since most of- 


the loan's proceeds will be used by MRC 
to build a manufacturing plant in Oita, on 
the southern island of Kyushu. 


I: addition, the plant is part of a nation- 
wide effort by Japan's Ministry of Inter- 
national Trade and Industry to attract 
foreign investment, especially in high- 
technology sectors, to the regional areas 
of Japan (REVIEW, June 25, '82), Once 
the MRC plant begins serving the Asian 
market with its products in a few years, 
Paul Petach, its president in Japan, ex- 
pects 200-300 people will be employed. 
According to one US Government offi- 
cial in Tokyo, JDB has indicated to the 
American Embassy that the MRC loan 
could set a precedent for future loans. 
"JDB was highly motivated." the official 





said. "to seek regional development to 
solve international trade problems." Shel- 
don Weinig, president of Materials Re- 
search Corp., said he viewed the loan to 
his subsidiary as "an opening gambit" by 
JDB in promoting foreign investment in 
Japan. 

JDB sources, however, were more 
cautious about the precedent value of the 
MRC loan. One source said future appli- 
cations would continue to be dealt with on 
a case-by-case basis, and he noted that the 
parent company had had to guarantee re- 
payment of the loan. He added that JDB 
intends to make its international depart- 
ment responsible for handling later appli- 
cations by foreign firms. Currently, Fair- 
child Japan Corp., a wholly owned sub- 
sidiary of Schlumberger Co., is also seek- 
ing JDB funds for a semiconductor plant, 
also in Kyushu. Approval of that loan is 
pending. 

Foreign companies applying for JDB 
loans could find the procedures onerous, 
and it seems likely that future loans will 
also be guaranteed by overseas parents, 
rather than secured by collateral of local 
subsidiaries. Weinig described as "extra- 
ordinary" the time and procedures needed 
for approval by the bank and the Japanese 
Government. Nevertheless, JDB has now 
set the precedent, and it will be difficult to 
undo the expectations created by approval 
of the MRC loan. 
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TECHNOLOGY 


A pre-emptive strike 


Japan’s decision to export military technology to the US 
ensures each stays abreast of the other’s research 


By Gene Gregory 

Tokyo: Prime Minister Yasuhiro 
Nakasone has scored a political victory 
with the decision in mid-January to allow 
the export of military technology to the 
United States. The agreement reduces ob- 
stacles to continued co-production of US 
arms in Japan. The American interest is 
not so much in what military technology 
Japan has to offer at present as what it is 
likely to come up with in future, in areas 
such as avionics. 

The agreement also paves the way for a 
greater sharing of research and develop- 
ment costs between the two countries. 
The US Department of Defence has no 
shopping list for Japanese military 
technology. And at a recent meeting of re- 
presentatives of the American defence in- 
dustry at the US Embassy in Tokyo, the 
lack of interest in obtaining Japanese mili- 
tary technology was unanimous. 

As one of the major aerospace contract- 
ors at that meeting put it; "Neither Ja- 
panese industry nor the Japan Defence 
Agency. (JDA) have any military tech- 
nologies we need . . . Our engineers tell 
me that US lasers, ceramic-engine mate- 
rials and robotic technologies are as ad- 
vanced as [those of] the Japanese. And 
those electronic and telecommunications 
technologies in which the Japanese manu- 
facturers do enjoy an advantage were al- 
ways accessible through normal commer- 
cial channels." 

Indeed, it would be extraordinary if this 
were not the case. Spending by Japan's de- 
fence industry on research and develop- 
ment (R and D) is far below that in the 
US. In recent years, the Pentagon has al- 
located approximately 10% of its total de- 
fence budget to R and D. Japanese outlays 
for new military technology have been 
barely 1% of a much smaller budgetary re- 
source, hardly more than 5% that of the 
US. While expenditure on R and D for de- 
fence-related technologies by the govern- 
ment amounted to 45.4% of total R and D 
spending in the US at the end of the 1970s, 
in Japan a mere 2.5% of total research 
funding was devoted to military technol- 
ogy. 

Equally important, unlike the Ministry 
of International Trade and Industry (Miti) 
which uses its funds as seed money to spur 
risky R and D investments by private in- 
dustry, the JDA reserved most of its R and 
D money to sustain the activities of 1,200 
scientists and engineers employed in its 
Technological Research and Develop- 
ment Institute, or Gihon. Although 
Gihon researchers have come up with 
some advanced weapons systems of which 
they are rightfully proud, none of these 
contain technologies which are particu- 
larly superior to those of the US. 
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Although there have been repeated re- 
ferences to the one-way flow of technol- 
ogy from the US to Japan, resulting in im- 
provements by Japanese manufacturers 
who then challenge their American licens- 
ers in world markets, such is not the case 
with military equipment, which is banned 
from Japanese export. Even if this were 
not the case, most licences for military 
technology under co-production arrange- 
ments with US manufacturers reportedly 
include grant-back provisions, classified 
for reasohs of military security, which call 
for the reverse transfer of significant mili- 
tary technology to the licenser. 

Although the flow of improvements 
under these co-production schemes may 
conceivably be eased under the new ar- 
rangements, their principal immediate ef- 
fect is likely to be a lessening of threats to 
the continued co-production of US arms 
in Japan. In December 1981, the US Con- 
gress passed a law forbidding the govern- 
ment to transfer abroad data on military 
technology developed by public agencies 
as well as by private firms with. govern- 
ment financing. 


hile the law has not interrupted the 

flow of proprietary technology from 
private firms engaged in weapons copro- 
duction in Japan, a US-Japan trade report 
of the House Appropriations Committee 
in the same month pointedly remarked: 
“US export of arms technology to Japan is 
turning out to be an impediment to huge 
sales of weaponry which will contribute 
grcatly to the reduction of US deficits with 
Japan." And, in the view of some influen- 
tial congressmen, such technology ex- 
ports also mean the loss of constituents' 
jobs. 

In an apparent attempt to pacify this 
mounting congressional concern, the De- 
partment of Defence informed the Japan- 
ese Government that all co-production 
projects should be conducted on a cross-li- 
cence basis in the future and that it may re- 
fuse to offer arms technology to Japanese 
industry unless the Japanese Government 
allows exports of Japanese arms technol- 
ogy to the US. (A cross-licensing agree- 
ment requires that the. licensee disclose 
improvements it makes to licensed tech- 
nologies.) 

In line with this policy, US defence con- 
tractors began notifying their Japanese 
partners that “arms-production licences 
will not be offered in the future unless a 
cross-licence arrangement or a joint-ven- 
ture scheme is worked out." In the case of 
technologies with both civilian or military 
use (so-called dual-purpose technology). 
cross-licensing is common practice and 
was subject to no Japanese Government 








restriction. Now, by lifting the ban on ex- 
ports of military technology to the US, all 
formal impediments to fulfilling the US 
conditions for cross-licensing have been 
removed. 

The flow of dual-purpose technology 
should also be enhanced. In the past, if the 
export of general technology (not specifi- 
cally for military purposes) was usually ap- 
proved by Miti, the determination of what 
was dual-purpose and what was military 
technology was often a lengthy and time- 
consuming process affected by bureaucra- 
tic sensitivities to criticism from opposi- 
tion parties and the press. Despite delays 
occasioned by these procedures, however, 
the growing propensity of Japanese firms 
to export technology is reflected in the 
sharp increases in the surplus trade bal- 
ance for new contracts, 

For all industries, total payments to 
Japan under new technology-licensing 
contracts moved into the black in 1973 and 
reached. a highly respectable export re- 
venue/import expenditure ratio of 1.23 by 
the end of the decade. While it is true that 


Nakasone: a political victory. 





considerably more than half of Japanese 
technology transfers at that time were to 
developing countries, exports of know- 
how to the US and Europe were growing 
at a significantly faster rate. 

Since 1979 not only have exports of 
technology to the US for basic industries 
risen sharply, but clectronics and telecom- 
munications technologies have consti- 
tuted an increasing share of Japanese 
know-how supplied to American industry. 
A a result, after having shot up from 

4.9% to 13.1% of US technology imports 
in the latter half of the 1970s, Japan's 
share has been growing at an even faster 
rate in this decade. Even without the ге- 
cent liberalising measure exempting the 
US from the ban on military-technology 
exports, this trend was destined to rise 
with mounting imports of dual-purpose 
technology required by defence-related 
production. 

Indeed, the lifting of the ban on exports 
of military. technology is likely to affect 
this trend, in the short run, only to the ex- 
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tent that it simplifies the approval of dual- 
purpose technology exports. (Most tech- 
nology is, in fact, dual-purpose; there was 
little that Miti would classify as "clearly 
military" and therefore subject to the 
ban.) Curiously enough. despite all the 
fuss and fury, the US Department of De- 
fence never intended that the pressure on 
Japan should result in a reverse flow of 
military technology to the US. It has 
something entirely different in mind. 

44 Japan would misunderstand us," De- 
fence Department spokesman Cmdr 
James Auer told a Japan-US student con- 
ference in Washington in mid-1982, “if it 
thought that we are urging Japan to supply 
military technology. We are only propos- 
ing that a way be opened to reduce the re- 
search-and-development cost for weapons 
through joint development and joint pro- 
duction.” 

As Pentagon officials confirmed in a re- 
cent meeting with Hiroshi Morikawa, di- 
rector of the defence production commit- 
tee of the Keidanren, the Federation of 





, 
graph has with the telecommunications- 
equipment industry. The Pentagon, for its 
part, has shown willingness to share US 
military technology with Japanas part of a 
comprehensive programme of coopera- 
поп. 

As a recent study by Prof. Daniel 
Okimoto of Stanford University reveals, 
the objectives of such a programme are 
several: 

> It would facilitate the upgrading of 
Japan's military hardware. The JDA has 
often complained that the weapons sys- 
tems currently avatlable аге a generation 
or more obsolete. Raising Japan's defence 
capability therefore mainly requires a 
qualitative improvement in equipment. 

» The cost of equipping the defence 
forces could be reduced and its effective- 
ness enhanced by weapons standardisa- 
tion with US and Western European 
forces. 

> By drawing systematically on the full 
advanced-technology resources of private 
industry, the industrial infrastructure for 
defence production would be developed, 





Japanese electronics laboratory: we have the technology. 





Economic Organisations, the objective of 
pressing the technology-transfer issue has 
been rather to establish a comprehensive 
framework for military-technology coope- 
ration. The underlying notion was con- 
ceived during the latter years of the ad- 
ministration of former president Jimmy 
Carter by William Perry, then undersec- 
retary of defence for research and en- 
gineering. Perry's proposal entailed the 


use of frontier technologies of the US, | 


Japan and Western Europe to lengthen 
the technological lead of the Western al- 
liance and thereby assure comprehensive 
security. 


Department of Defence policy-plan- 


ners have long believed that Japan's de- 
fence technology could be improved 
dramatically through such cooperative ar- 
rangements, provided that, over a period 
of years, the funds earmarked in the de- 
fence budget for science and technology 
were doubled and the JDA were to ex- 
pand its links with industry in the same 
way that Nippon Telephone and Tele- 


thereby enhancing private industry's stake 
in military technology and output. 

» Qualitative improvement of Japan's 
military capability could thereby be ob- 
tained without raising defence spending 
over the controversial self-imposed ceiling 
of 1% of GNP. 

» Taken together, these effects would 
considerably strengthen the hands of poli- 
tical and business leaders who favour an 
expanded security role for Japan. 

As welcome as this might seem, how- 
ever, its implementation raises some seri- 
ous practical problems, especially for 
those industrialists and policymakers who 
believe that Japan's defence build-up re- 
quires an independent arms-export capa- 
bility. As Keidanren’s Morikawa has 
pointedly noted, Japanese business lead- 
ers are at a loss to understand what is 
meant by “а comprehensive framework to 
smooth out military technology coopera- 
tion." 

Co-production schemes have been con- 
ducted between Japanese and American 








manufacturers in a wide range of weapons 
systems since the Korean War. Japanese 
industry has agreed to US demands for 
cross-licensing of technology and cleared 
away all conflicting policy constraints for 
the reverse transfer of such technology to 
the respective US partners. The end гези. 
of all these arrangements is, in fact, a high * 
level of standardisation and rationalisa- 
tion of equipment. What more, then, does 
the Pentagon want? н 

The answer lies not in what is covered 
by these arrangements, but in what is not. 
And this is the big black hole around 
which the dialogue of the past 18 months 
or so has revolved. When production sys- 
tems are licensed to Japanese manufactur- 
crs, the US partner is authorised by the 
Pentagon to transfer а wide range of 
technologies, but usually not all those 
needed to produce the system. The “black 
box" containing the critical electronic sys- 
tems which determine the capability and 
strike efficiency of aircraft, missiles and 
other military equipment is delivered as а 
final product by the US partner. It is not 
licensed for production, though it could be 
tampered with and reversc-engincered, 
Requests by the JDA for transfer of tech- 
nology for such electronic battle systems 
have been rejected by the US Department 
of Defence. 


ikewise, advanced welding and metal- 

lurgical technologies used in aircraft 
construction have been denied on similar 
grounds. Core technologies considered 
vital to the superiority of US weapons sys- 
tems are not for export, even to allies. In- 
deed, a condition of the alliance seems to 
be the acceptance of this arrangement, 
and the cooperation which the Depart- 
ment of Defence has in mind is apparently 
intended to institutionalise it. But Japan- 
ese industry has the potential capability to 
produce electronics black boxes, possibly 
more efficiently and of higher quality than 
the present US suppliers. In anticipation 
of greater military outlays, most large 
clectronic firms in Japan have already es- 
tablished defence production divisions to 
consider ways of participating in military 
sytems development. 

These makers are perfectly capable of 
reverse-engineering the black boxes sup- 
plied from the US to obtain equivalent 
performance fulfilling identical functions. 
In some of the aircraft and missile systems 
now in production under licence, the 
technology was Japan's own and thus is 
not covered by the licence. So neither the 
Japanese Government nor the manufac- 
turer are obliged to provide their own 
technology in return, under existing cross- 
licensing arrangements. 

At present there is no reason to doubt 
statements that the Pentagon and US de- 
fence contractors have no need for Japan- 
ese military technology. But there аге in- 
dications that both are concerned that the 
existing US avionics superiority will even- 
tually go the way of semi-conductors, with 
the Japanese industry emerging in the 
forefront of technology in a matter of a 
very few years. Whether this is likely, with 
the US spending 140 times as much on 
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fiflict. Built by Mitsubishi Heavy Indus- 
es as main contractor, the radar system 
upplied by Mitsubishi Electric and the in- 
rtial navigation system from NEC are 
-of-the-art systems which are report- 
on à par with the best in the US. 

" Although the total Japanese output of 
electronic arms (guided missiles, tor- 
does and electronic equipment) 
ounted to only %136: ‘6 billion 
$578.3 million) in 1980, Japanese 
makers have. clearly demonstrated their 








stems. Whether they can produce 
competitively with. such а limited 
is quite another matter. 
he interests of economy, Japanese 
fence planners might well be prepared 
о accept the US notion that development 
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айй: Prime Minister Robert Mul- 
n has forecast à gloomy outlook for 
e New Zealand T In an address 





tion" report, Muldoon Dod a slug- 
ish first-half economic performance but 
hoped for some improvement in the sec- 
ond half; more likely, however, this would 
not happen until the first half of 1984. 

The independent New Zealand Insti- 
tute of Economic Research foresees no 

























iscal year ending March 1984. Other pre- 
dictions — including some from official 
agencies — point to a decline in GDP, 
possibly by as much as 1.5% in each year. 
The OECD, the “club” for rich nations of 
"which New Zealand is a member, had esti- 
“mated a 0.3% decrease for this fiscal year 
ending in March and a 0.5% pick-up in 
1983-84. 
27 But the stockmarket, considered a 
bellwether of future economic move- 

ments, was strong in January, continuing 
гап upsurge that began towards the end of 
December 1982. The president of the New 
Zealand Stock Exchange, Martin Harri- 
"man, sees the market's strength as емі 
nce that the economy is over the hump. 
owever, it тау also have been due to fal- 
"ling interest rates — company-debenture 
“fates ebbed fo: 17.5% in January- after 
peaking at about 19% in December. 
© Other indicators reflect the generally 
-= gloomy conditions: 

^ » Retail sales fell in both the June and 

September quarters in 1982 and ‘in 

November were nearly 10% lower than a 


year before. No official statistics are-yet 


AA 


s to be superior to the air-launched 
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| to produce advanced electronic . 





owth in gross domestic product up to the | 





outflow of military technology, responsi- 


ble Japanese authorities have had reason 
Tor concern. that reliance on the US for 
core technologies may entail unacceptable 
risks for military supplies and industrial 
production alik Also, гаѕ Japan increases 


























trial capacity for ry equipment pro- 
duction matures, continued dependence 
on the US for core technologies will be- 
come less-essential.’ 






О: the other hand, as Okimoto has 
pointed out, defence-technology co- 
operation is not necessarily dependent on 
an extensive two-way exchange of technol- 
ogy. If the main objective is to enhance Ja- 
pan’s defence-related technology, as an 
essential step towards the development of 
a high-quality defence capability, this can 
be achieved without the establishment of 
elaborate institutional arrangements for 





necessity. : 

There is an uneasy feeling among Ja- 
panese industry leaders and defence plan- 
ners alike that the US is attempting to use 
the security ploy to reserve monopoly of 
core technologies for American industry. 
This would, in fact, obviate. much of the 
necessity for military-technology transfer 
to the US in the future, maintaining Ja- 
panese companies as subcontractors for 
US manufacturers and assuring the latter 
of a continued important stake in the 
Japanese defence market. 

While the agreement to transfer mili- 
tary technology to thé US was intended as 
an endorsement of tlie principle of mutu- 
ality in the US-Japan alliance, it is appa- 
rently not at all clear to Japanese indus- 
trial leaders апа public policymakers that 
the proposed cooperative arrangements 
are either necessary or in keeping with 
that principle. 





reports indicate’ 


sales were weak over the Christmas period 
anuary. 


ding permits issued: 
те 28. ae lower than | 


& Со. expect t building pe 


dar 1983 to fall hd at. Леа another 30% ! 
hth 


en several p rts of large lay-offs ^ 
© | incomes are estimated at more than 


by car-manufacturing c companies. 

» After remaining stable for 12 
months, unemployment began to rise 
about 3,000 а month from May 1982 and 
more steeply recently. By year-end, there 
were 69,658 registered unemployed and 
34,291 on state-assisted work. The total, 
representing 8%, of the workforce, is dis- 
puted by Muldoon, who claims that those 
on special government work programmes 
should not.be included in the statistics. 
Whatever the measure, unemployment is 
at its highest since the 1930s. 





A freeze on wages and prices, intro- | 


duced in June 1982 and intended to reduce 
the gap between New Zealand's inflation 
rate and falling rátés overseas, has had 
mixed results. Secretary of Labour Gavin 
Jackson reports that wage increases have 


| slowed almost to a halt because of the 
.| freeze. But the latest consumer price 


index measured inflation. for calendar 
1982 at 15.3%, significantly above the 
3.9% tate in the United States for the 
same period and 6.976 for all the OECD 
grid in the year to November 1982. 








ning real incomes and, falling ‹ 


domestic de 

lower demiad fd 

improveme ; p 

brought the external deficit under control. 
i ber 1982, cur- 


) for the yea 
, 1982. Any further. improve- 
ment depends оп а recovery in the gener- 
ally low international: prices for agricul- 
tural products, which account for two 





| thirds of exports, though they are not fore- 
cast to go up much before late 1983 at the 


earliest. 
Direct state subsidies: to help farmers’ 


NZ$300 million this year, leading to wide- 
spread calls for devaluation. Hopes of a 
longer-term. improvement through heavy 
energy-based industrial projects were set 
back in late 1982 by abandonment of a 
projected aluminium smelter, though im- 
port-saving fuel plants based on the Maui 
gasfields are on schedule. 

Under this externally generated pres- 
sure, Muldoon has called for an interna- 


| tional conference on the monetary system 


and for symmetrical surveillance to en- 
courage countries in surplus to adjust in 
the same. way the deficit countries are ex- 
pected to. Under pressure internally, New 
Zealand companies are increasingly de- 
veloping an international perspective. 
The Closer Economic Relationship treaty 
with Australia, which came into force on 
January 1, has been: ¿greeted positively. 
And Fletcher ‘Challenge, New Zealand’s 
largest listed company, recently staged by 
far the country's biggest private takeover 
of a foreign company with its acquisition 
ff у. Crown Zellerbach of 
: UZANNE | SNIVELY 
















Theinternational 
banking services 
you expect, 


Corporations doing business with 
us benefit from dealing with an inter- 
nationally integrated commercial and 
merchant bank. 

We help you trade through our 
network of branches spanning the world's 
main trade routes. We provide the 
finance, settle payments across the 
exchanges, handle the documents and 
keep you informed. 

When you need domestic banking 
Overseas, turn to us for a first class 
service. We are experienced, and have 
one of the widest ranges of local 
currency available from an international 
bank. 

Through our experts in the inter- 
national banking centres, you gain 
access to their markets for syndicated 
eurocurrency lending and eurobonds. 

If you are promoting a major capital 









fromasingle 


integrated source 


-Lloyds Bank 


project, come to us for the design of 
finance and assembly of funds. We can 
handle the most complex international 
financing schemes. 

When we work togetheron a financing 
problem, you will find our professional 
advice realistic and responsible, our 
solutions precise and perceptive. 

An integrated approach internation- 
ally sets us apart. 

Wherever you deal with us you lock 
into a geographic network and range of 
services matching the best; you tap a 
fund of expertise and reserve of know- 
ledge second to none; you secure 
the fast and sure response that 
gives you the edge. 
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CPT shows how your word processor 
of today can be the first step to 
your automated office of tomorrow. 


ord processing has taken the 
business world by storm. 
Offices large and small are dis- 
covering this great step forward over 
ordinary typing. 

Unfortunately, thats where most 
people stop. 

They've accepted their new word 
processors as "fancy typewriters: They 
don t realize they're on the threshold 
of an even bigger idea— called office 
automation. 

CPT has long recognized this poten- 
tial in the office. Thats why all CPT 
word processors are designed to let 
you add new powers—a step ata time 

Start with CPT’s entry-level word 
processor and expand your system later 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. 
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lt lets ouf CPT word processors “talk” to nearly a thousand different office devices, including mini and 
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main frame computers, other word processors, phototypesetters and ОСК s 


Your different departments will 
soon discover the computer power 
of an advanced word processor. CPT 
software will let them do complex 
math, sort files and make up new lists, 
as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 





Mail to: CPT Corporation 

C/O Davidson and 
Partners Ltd 

PO. Box К-1017 

Kowloon, Hong Kong 


pages of additional information each 

For larger systems, the CPT Word- 
Pak II"can store over 11,000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is СРТ 5 new Office Dialog Link” 

Unlike present "networks" offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So what starts out to be a better way 
to type —is in reality a better way to do 
business. And thats what "office auto- 
mation” really means. 








O Please send me your 
free booklet: CPT Shows You Hou 
To Get Into Word Processing — A Step At A Time 


Old like a CPT sales representative to call me 
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Specifications subject to change without. notice at the discretion of CPT. CPT takes the mystery out of word processing. 
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If You Want to 
Learn More About 
Reaching Asia's 
Frequent Business 


Travellers We'd 


Like to Give You 
the Plane Facts! 


When it comes to reaching the heavy fre- 
quent travellers, the Far Eastern Economic 
Review soars above all the rest. 


At present most of the world's leading airlines 
that have routes in Asia use the Far Eastern 
Economic Review regularly as a primary ad: 
vertising medium. Why? The answer is simply 
because the Review reaches the highest au- 
dience concentration of heavy frequent inde- 
pendent business travellers of any regional 
publication in Asia today. And does it more 
cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letter- 
head and we'll be glad to send you a copy of 
the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- 
tional Research Associates. 
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inquiries to: | | 
Elaine Goodwin ] 
General Sales Manager | 


Far Eastern Economic Review, For advertisers who _ 
GPO Box 160, ; 
Hongkong. take Asia seriously 








At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability fundamental to 
the economies and well-being of developed and developing 
countries alike. 

Providing a broad range of supporting specialised port 
facilities and forwarding know-how internationally, to complete 
the link in the transport chain. 

Today, we are also active in the important energy field, 
with substantial offshore operations. 

Simply to be one of the largest and best 
equipped companies in the business is not 
enough. It takes over 18,000 Nedlloyd 
personnel all around the world using their 
experience, expertise and professionalism 
to make the service really work. 

However large we become, we 
never forget that Nedlloyd is still about 


people serving people. 


alin Nediloyd Group 
2° Royal Nedlloyd Group N.V., 


21 Houtlaan, Р.О. Box 487, 3000 AL Rotterdam 
Phone (010) 177911. Telex 27087 
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as Norway has done, and 
5 on its Asian suppliers 





ing industry is demanding cutbacks of at 
least 15% in Hongkong's quotas, and 
growth rates close to zero for sensitive 
products. Negotiations with Hongkong, at 
present adjourned, are expected to re- 
sume in March. 

As imports account for 82% of domestic 


consumption of textiles and clothing, the | 


government shares the industry's fears 
and is prepared to demand a substantial 
cutback. (The present agreement expires 
at the end of March.) 

The legal basis for the cutbacks would 
be the so-called Nordic clause in the 
MFA, which seeks to assure thése coun- 
tries à minimum viable production — 
enough, in other words, to meet their 


After lowering interest rates to boost lending, 
"Thailand is tightening bank operating procedures 


„Ву Paisal Sricharatchanya 
Bangkok: The Thai banking system is in a 
“bind. Awash with liquidity over the past 
: year because of a big increase in deposits, 
the banks have been unable to make a 
“proportionate increase in lending, espe- 
cially term loans, despite the lure of lower 
iding rates. This is principally because 
they are hard up against their capital to 
tisk-asset ratios which govern lending and 
because of the great popularity of over- 
draft finance in Thailand. | 
Following a decision in mid-January by 
othe Finance Ministry and the Bank of 
“Thailand (BoT). the central bank, to cut 
the legal ceiling on bank lending rates 
from 19% to 17.595 (REVIEW, Feb. 3), 
local banks voluntarily cut the rate on one- 
year fixed deposits from 12.5% to 11.5%. 
This marks the second voluntary move in 
‘five’ months after they first cut the rate 
from a 13% ceiling (for one-year deposits) 
10 12.5% in September 1982. The latest 
cuts became effective from February 1. 
The reduction in thé official lending 
ceiling represented a partial breakthrough 
‘in the deadlock that has existed since the 
middle of 1982 between the central bank 











terest rates (REVIEW, Sept. 10, °82). 

BoT authorities, however, insisted that 
the banks should take the initiative since it 
is perfectly legal for them to quote rates 
below official ceilings. In the end, senior 
executives of the Thai Bankers Associa- 
tion (TBA) broke the tradition of dealing 
with the central bank and sought assist- 
ance from Finance Minister Sommai 
Hoontrakul on January 19. The decision 
to cut the lending ceiling — but not the 
deposit-rate ceiling — was subsequently 
hammered out in talks between the TBA, 
BoT and the Finance Ministry. 

There is little doubt that the Finance 
Ministry’s involvement has caused some 
unpleasantness between the central bank 
and the commercial banks. The BoT's re- 
fusal to lower the ceilings clearly rests on a 
genuine desire to see а more mature — 
and thus more efficient — banking sys- 
tem, capáble of developing a flexible 
interest-rate structure in accordance with 
market forces and within statutory limits: 

The ultimate goal is to generate more 
competition and raise standards. The 
bank has actually adopted a series of mea- 
sures since 1982 —- including several 
rounds of interest cuts on direct lending to 
commercial banks and on government 
bonds — to pave the way for cuts by the 
commercial banks. 

But private bankers claimed that the 
central bank's action. did not go far 
enough. They argued that the BoT’s dis- 
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count-rate cuts had little impact on а sy 
tem already flooded with liquidity. Bond- 
rate cuts were also seen as inadequate 
















the bonds, which carry tax-free interes 
have proved attractive investments 
pared with bank deposits which are sul 
_ ject to a 12.5% withholding tax. |. = 
On the same day he met the TBA e 
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11.5%, but the bonds. were 
tially over-subscribed, ; TAE 
Now that the authorities have decide 
to. reduce опу ће lending-rate c 
while maintaining the deposit-rate ceilir 
banks will have to sacrifice short-term. 
earnings for longer-term gains: While the. 
new 17.5% maximum lending rate сат 
into force immediately, banks will app! 
the new 11.5% deposit rate only to ne 
deposits, continuing to pay 12.5% on ol 
deposits yet to mature. However, th 
unlikely to be a really adverse i 
earnings since most major bank 
maximum lending rate.to 18% 
tember 1982. 


























T: BoT, meanwhile, is expected to 
dorse a. package of measures to айс 
banks to maximise returns on their ava 
ble funds as well as to assist them in liquid- 
ity management. Topping the list is à 
proposal — now being considered — to 
scale down the ratio of capital to risk- 
assets from the present 8.596 to 8% or 
7.5%. | 
If approved, this will permit selec 
banks, which have exhausted their lend 
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tinue, this move will correspo! 







with the 
broader central-bank policy of encourag- 
ing more bank lending to revive ailing in- 
vestment while also raising banks’ profita- 
bility. 

Another measure; unanimously agreed 
upon, centres on tighter control over and 
discouragementof bank overdrafts, which 
at present constitute some 65-70% of total 
bank lending. While overdrafts — which 
represent a relatively easy and flexible 
liquidity-management vehicle for borrow- 
ers but pose difficulties for banks — will 
be scaled down, emphasis will be put on 
encouraging more term loans. 

A final decision has yet to be reached as 
to how much and by what means over- 
drafts should be reduced. One of several 
proposals currently under study calls for a 
Baht 50 million overdraft limit per bor- 
rower, per bank. 

It has also been suggested that a com- 
mitment fee (proposed at 0.25-1%) 
should be introduced on unused overdraft 
lines. But banking sources told the 
REVIEW this could involve legal complica- 
tions as it has yet to be ascertained 
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Sommai: urgent instruction. 


whether the proposed fee should be 
treated as part of bank lending interest. 

With a general consensus here that 
overseas interest rates are likely to remain 
low in the foreseeable future, Thailand's 
rates are expected to decline further, A 
senior executive of the Bangkok Bank 
told the REVIEW that realistic rates would 
be about 10% for one-year deposits and 
13-14% for lending. 

The downtrend is inevitable in view of 
the record high liquidity in 1982, which 
was in sharp contrast to sporadic liquidity 
crunches over the past three years. Ac- 
cording to Bangkok Bank, deposits in the 
Thai banking system (excluding foreign 
bank branches) grew by 25.4% — be- 
lieved to be the greatest increase since 
1974 — while lending expanded by 18%. 

Much of the banks’ liquidity was in- 
vested in government bonds. From Baht 
35 billion at the end of 1981, bonds held by 
commercial banks at the end of last year 
totalled Baht 50 billion — excluding 
another smaller portion bought from the 
central bank-operated re-purchase mar- 
ket and purchases of treasury bills. 
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A trip to somewhere 


Trudeau draws domestic criticism for his Asian tour, 
though the journey seems to have been in Canada's interest 


By Wayne Gooding 

Toronto: Canadian Prime Minister Pierre 
Trudgau returned home from a trade mis- 
sion to Southeast Asia and Japan in 
January to face criticism in the House of 
Commons that the whole enterprise had 
been a junket. It did not matter that the 
businessmen who glided into meetings 
with senior government officials — includ- 
ing Singapore Prime Minister Lee Kuan 
Yew — in Trudeau's slipstream were en- 
thusiastic. That he did not land any new 
contracts was fuel for the argument that 
his mission was a waste of taxpayers' 
money. Any businessman who came back 
from a two-and-a-half week trip with an 
empty order book, sniffed one opposition 
politician, would be out of a job. 

The reaction can be dismissed as 
Trudeau-bashing, Canada's most popular 
contact sport after ice hockey. But it is 
extraordinary that a nation whose trade 
makes up about a third of gross national 
product and that has long recognised the 
need to diversify from traditional markets 
in Europe and the United States should 
still worry more about the time Trudeau 
took off to watch boxing in Thailand and 
sumo wrestling in Japan than about what 
he did to tout Canadian goods and ser- 
vices. 

Postponed in 1982 because of the parl- 
ous state of the domestic economy, the 
mission took in the Asean states, Brunei 
— where Canada is interested in enérgy- 
development contracts — and Japan. It 
was never billed as anything more than an 
attempt to raise Canada's profile in these 
markets and to broach issues that concern 
companies already active there — such as 
Indonesia's counter-purchase policy. 

The reaction to Trudeau's trip masked 
the current state of Canadian commercial 
ties with Asia. Recent statistics suggest 
there is good reason to make every at- 
tempt to build on the momentum of in- 
creasingly robust trade. In 1982, Canadian 
exports worldwide were worth about C$82 
billion (US$66.6 billion) against imports 
of C$68 billion. The resulting surplus was 
a record, though predictably this was 
mainly because imports were sharply 
down (by about C$10 billion over 1981 
levels) while exports were only slightly 
ahead. Yet while world recession had à 
major effect on the bottom line, it did not 
modify the basic axiom of Canadian trad- 
ing: the US remains the country's largest 
customer (buying C$56 billion, or about 
68% , of all Canadian exports in 1982) and 
its largest supplier (it sends about C$48 
billion-worth of goods north of the bor- 
der). By comparison, Western Europe 
and the Asian countries, considered as re- 
gional blocs, each accounted for about 
1095 of trade. 


However, while Canadian exports to 
Europe declined by about 15% in 1982, to 
Asia they were running ahead by more 
than 8%. To a large degree, that reflects 
the difference in buoyancy between Euro- 
pean and Asian economies, It is also an in- 
dication of the surer headway Canadian 
companies are making in markets that, 
five years ago, were worth less than C$5 
billion. 

Asean is a good example, taking almost 
C$750 million-worth of Canadian goods in 
1982 compared to C$330 million in 1978 
and C$565 million in 1981. Elsewhere in 
the region the figures have not been as 
spectacular, except in the case of China, 
which has bought big shipments of Cana- 
dian grain, boosting its share of Canadian 
goods to more than C$1 billion, up from 
C$358 million in 1977, and making it the 
country's second-biggest Asian trading 
partner after Japan. Canada remains one 
of the few countries to boast a trade 
surplus with Japan, in 1982 worth C$1 bil- 
lion on two-way trade of more than C$8 
billion. 


poo companies are also perform- 
ing well in the newly industrialised 
countries, with exports worth almost 
C$500 million to South Korea, C$290 mil- 
lion to Taiwan and C$240 million to Hong- 
kong. These are the only Asian countries 
with which Canada has a deficit, now at 
about C$2 billion overall. 

Contacts with Taiwan are rising despite 
the political obstacles of official relations 
with China on the one hand, and the lack 
of any official Canadian representation in 
Taiwan on the other. In 1982, the Export 
Development Corp. (EDC), the federal 
government corporation that helps boost 
export trade by providing insurance, 
guarantee and loan facilities, set up a 
modest C$10 million line of credit with 
Bank of Montreal Asia Ltd. 

This line, the first established by the 
EDC with a Canadian domestic bank, was 
set up to help small and medium-sized 
companies export to the Pacific Rim re- 
gion. All the Asia-Pacific countries are 
eligible, with the notable exceptions of 
China and Taiwan. 

However, the EDC had already estab- 
lished a C$2 billion line of credit in China 
in 1979, which made the country's exclu- 
sion from the EDC-Bank of Montreal 
agreement academic. The case of Taiwan 
was less straightforward: nothing in the 
agreement specifically excluded or in- 
cluded it — the island just was not men- 
tioned. As a government body, the EDC 
cannot have direct financial dealings with 
Taiwan. But if Bank of Montreal Asia 
wants to provide funds for a deal between 
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a Canadian and a Taiwan company, it is of 
no concern to the EDC. In short, the bank 
could make the credit available in Taiwan 
if it wanted. 

Canada's concern about performance in 
Asian markets has less to do with dollar 
value than with product mix. The country 
is richly endowed with agricultural and 
mineral resources (and the technology to 
develop them), all of which have found 
buyers. But much of the resource develop- 
ment takes place in its western provinces, 
from Manitoba to British Columbia on the 
Pacific seaboard, while the non-resource- 
related manufacturing base is focused on 
Ontario and Quebec. The issue is how to 
boost sales of Canadian-made goods from 
these economically hard-pressed pro- 
vinces. 

Some industrial sectors are doing well in 
world markets, and moving aggressively 
to take advantage of opportunities in 
Asia. When Singapore moved up plans to 
build its mass rapid transit system, the 
Canadian trade commissioner there 
quickly flew home to encourage interested 
companies to make sure they made the 
pre-qualification ^ deadline early іп 
January. About 30 Canadian firms put in 
their bids, with at least one interested in 
each of the projects in the first phase of the 
development. Bombardier Inc. of 
Montreal is one of them, hooking up with 
National Iron and Steel Mills of Singapore 
to go after the C$190 million vehicle con- 


tract. Bombardier won Canada's largest | 


manufactured-goods export order, in 
1982, when it got approval from New 
York City to build underground-railway 
carriages worth C$1 billion. 

In Japan, Canada's most important 
trading partner after the US and recently 
designated by Ottawa as a priority mar- 
ket, the record of end-product sales re- 
mains poor. Although the Canadian Em- 
bassy in Tokyo reports that 1982 was bet- 
ter for these exports, they still only form 4- 
595 of the C$4.5 billion total. End pro- 
ducts make a much more impressive show- 
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Trudeau in Japan: just a junket? ; 


ing worldwide at more than 33% of Cana- 
dian exports. 

The Canada-Japan relationship was 
particularly difficult in 1982, and there 
was some fear that Canadian interests 
would be ignored as Japan moved to ease 
tensions with the US and the European 
Economic Community. Although Japan- 
ese Prime Minister Yasuhiro Nakasone al- 
layed that fear by assuring Trudeau that 
Japan would not divert its Canadian trade 
to other countries, major unresolved is- 
sues remain. The most pressing concerns 
vehicles. In the past two years, Canada, 
like the US, has persuaded the Japanese 


to limit vehicle exports voluntarily, mainly | 


to protect Ontario's ailing vehicle indus- 
try. But in contrast to earlier pacts which 


were negotiated relatively quickly, cur- | 


rent discussions have stalled. 

The last full agreement ran out in March 
1982, and it was not until August that а 
new one was reached, under which the Ja- 











experience in the area. 
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panese agreed to restrict vehicle. ship- _ 


ments to 153,000 units. This was only after 
the Canadian Government took an unusu- 
ally tough stand and sanctioned — months 
before the French applied the same princi- 
ples to Japanese video-tape recorders — 
rigorous customs procedures in Van- 
couver that effectively jammed the flow of 
vehicles. 

The August agreement cut vehicle im- 
ports by 24% from 1981 levels and Ottawa 
would dearly like à similar arrangement 
for the whole of 1983. The problem, how- 
ever, is that Tokyo regards the August 
agreement as an interim one, covering 
only the first nine months of fiscal 1982- 
83; the last quarter would be taken care of 
by a new agreement. It is still not clear 
whether the' vehicle-import issue will 
explode as fractiously as it did in 1982, 
though Japanese vehicle makers seem 
much more reluctant to come to terms. In- 
creasingly, they point to Canada’s C$I- 
billion trade surplus with Japan and won- 
der why concessions should be made. 

One recurring theme for Canadians is 
that if they want to deal more in Asia, they 
are going to have to learn more about 
Asians. The subject came up again just be- 
fore Trudeau's mission, when business- 
man John Bruk issued a report commis- 
sioned by Ottawa's Department of Exter- 
nal Affairs recommending that Canada es- 
tablish an Asia-Pacific foundation. Bruk's 
vision is of an institution with broad func- 
tions, including research, cultural ex- 
changes, maintenance of an inventory of 
Canadian activities in the region and pro- 
vision. of scholarships for student ex- 
changes. 

"If we fail to take an active leadership 
role now in an emerging Pacific communi- 
ty," Bruk wrote, "others will take our 
place; they will see to it that their in- 
terests, not ours, are advanced. The result 
will be that we will have nothing to say 
about the structure, the purposes and the 
rules of a game that will have a deep im- 
pact on our lives." 





OUR MAN IN ASEAN 


The Commonwealth Tradin 
Singapore, servicing the ASEAN area, is headed by R. W. (Bob) 
Storr who has had over 17 years' banking and finance sector 


Bank of Australia branch in 


Whether your business interests are in the ASEAN area, 
_ Australia or elsewhere the Commonwealth Trading Bank of 
; Australia can assist you with particular emphasis on — 


* LENDING (DIRECT AND SYNDICATED) 


* A.C.U. DEPOSITS AND MONEY MARKET 


and all these services are provided with the expertise you would 
expect from a member of one of Australia's largest banking 
roups — the Government-backed Commonwealth Banking 


For further information contact — 

R. W. (BOB) STORR — CHIEF MANAGER 

G. B. (GRAEME) RIDGWAY — DEPUTY MANAGER 
H. C. (HARRY) GRAHAM — CHIEF DEALER 


TH TRADING BANK OF AUSTRALIA, 
LEVEL 22, 50 RAFFLES PLACE, SINGAPORE 0104 


Telephone: General 224 3877 
Dealers 224 9666 


Telex: General RS 20920 CTBSIN 
Dealers RS 28713 CTBSIN 





INDUSTRY 


Progress in private 


Bang 


ladesh and development institutions set up a firm 


* to mobilise non-government funds for industrial projects 


By S. Kamaluddin 
Dhaka: More private investment is ex- 
em in Bangladesh following the recent 
aunching of the Industrial Promotion and 
Development Co. of Bangladesh (IPDC), 
a private-sector development-finance in- 
stitution. Inaugurated in early January 
after considerable delay (it was registered 
in Bangladesh on November 29, 1981), 
the IPDC is seen here as signalling a new 
era in the country's private-investment en- 
vironment. 

The IPDC is a joint venture, with the 
Bangladesh Government taking 30% of 
its initial capital of US$6 million. The 
balance is equally divided between the In- 
ternational Finance Corp. (IFC), a World 
Bank affiliate, the Commonwealth Deve- 
lopment Corp. (CDC), [West] German 
Development Agency (DEG) and Indus- 
trial Promotion Services (IPS) of Switzer- 
land which is owned by the Aga Khan. 

The formal launching of the IPDC was 
witnessed in Dhaka by the Aga Khan and 
Hans Wuttke, executive vice-president of 
the IFC. Both expressed their support 
when Bangladesh's Commerce and Indus- 
try Minister Shafiul Azam said in his 
opening remarks: “Bangladesh has a com- 
pelling need to grow and develop in the 
shortest possible time." 

Reiterating the government's policy of 
welcoming foreign private investment in 
appropriate sectors, Azam said the New 
Industrial Policy will be recognised as à 
move to encourage a congenial invest- 
ment environment. "The policy," he 
added, “һа$ no doctrinaire overtones and 
pragmatism is its unmistakable hallmark 
. . . Our new investment strategy provides 
both a challenge and an opportunity to the 
private sector." 

The idea of setting up an institution 


Foreign 
friends 


Industrial ventures with 
overseas partners 


gain popularity 


Dhaka: Despite continuing recession 16 
joint-venture industrial undertakings 
have been sanctioned in Bangladesh — 
involving such well-known names as 
Bata and Philips — during the first six 
months of the current fiscal year, which 
ends in June. These projects involve a 
total investment of Taka 995 million 
(US$65.7 million). Both Bata Shoe Co. 


Azam: pragmatism is the hallmark. 





such as the IPDC took shape in the late 
1970s when the late president Ziaur 
Rahman asked the Aga Khan to help 
stimulate the dormant private sector. The 
Aga Khan, through the IPS, involved the 
three international agencies. Wuttke's 
discussions with a number of entrep- 
reneurs during his brief stay in Dhaka 
seem to have stimulated his belief in 
Bangladesh's ability to achieve results. He 
reportedly told the Metropolitan 
Chamber of Commerce and Industry, 
which represents larger, more organised 
industries — both local and foreign — that 
the IFC is likely to enter Bangladesh "in a 
big way." 

Explaining that the main objective of 
the IPDC would be to spearhead private- 
sector investment, Wuttke said: “To- 
gether with the other foreign sharehold- 


and Philips have been active in 
Bangladesh for the past two decades. 
The new investment reflects growing 
awareness of the expanding local market 
and the government's policy of en- 
couraging foreign investment. 

Bata's new investment, to expand its 
old factory and set up a new one, totals 
Taka 442 million. Bata was formerly 
100% foreign-owned, but has agreed to 
dilute its equity to 85%. Of its new in- 
vestment 15% equity is being taken up 
by the World Bank's International Fi- 
nance Corp. More than Taka 93 million 
will be in the form of loans. 

Philips has two smaller projects in- 
volving a total investment of Taka 80 
million, including Taka 44 million in 
loans. Of Philips’ total equity, 60% is 
owned by the Netherlands-based parent 


ers, we are confident that the IPDC's 
management will fulfil this role, not only 
because of its own experience and com- 
mitment, but particularly because of the 
new government investment policy so 
clearly defined by the chief martial-law 
administrator [Lieut-Gen. H. M. Ershad], 
namely that the door is open to the private 
sector and it is now up to the private sector 
to meet the challenge." 

Later Wuttke told a press conference 
the IFC was likely to be involved in the es- 
tablishment of a US$500 million urea-fer- 
tiliser project and two other unspecified 
projects in the near future. 

Already the IPDC has taken on 11 in- 
dustrial projects and has made some pro- 
gress with three of them — a finished- 
leather project, the manufacture of locks 
and padlocks and the manufacture of elec- 
tricity meters — which are expected to be 
approved at the first board meeting here 
in late March. The leather complex will 
cost Taka 42 million (US$2.77 million in- 
cluding Taka 25 million in foreign cur- 
rency). The IPDC is likely to take up 30% 
of the equity and provide 10% of loans — 
either in foreign or local currency. Local 
partners will have the other 70% equity. 

The locks and padlock project will use 
100% local materials and will cost Taka 30 
million including Taka 18 million in 
foreign exchange. The IPDC will have 
25% of the equity, a French company, 
Thirard FTH, 20% and a British firm, 
Trade and Techniques Exchange Ltd, 
5%. Local partners will retain 50%. 

The third project, making electricity 
meters, will cost Taka 50 million, includ- 
ing foreign exchange of Taka 30 million. 
Local partners will have a controlling 51% 
share while IPDC will take 20%, a Swiss 
firm, Landis and Gyr 25% and a French 
firm, Batrac, 4%. 

Rashi-ul Hasan, IPDC's managing di- 
rector, until recently a senior official of 
the Bangladesh Government, told the 
REVIEW eight other projects will cover 
such industries as shrimp and fish freez- 
ing, redried tobacco (for export), hand 
and small tools, infant cereal with local in- 
gredients, textile finishing and soap and 
glycerine. 


while 40% is Bangladesh Government- 
owned; this portion is likely to be offered 
on the Bangladesh stockmarket shortly. 

Mentmore International of the United 
States is setting up a second cigarette fac- 
tory to produce brands such as Dunhill 
and Rothmans with an investment of 
Taka 100 million. The foreign firm will 
retain 60% of the equity and 40% will be 
sold through the stockmarket. The com- 
pany has been refused permission to pro- 
duce cheap brands. 

Several other foreign firms are known 
to have expressed interest in projects in 
Bangladesh. With planned and expected 
stockmarket listings, and given the gov- 
ernment's decision to list on the market 
shares in industrial firms it now controls, 
the market is expected to come to life. 

— $. KAMALUDDIN 
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Maharishi Mahesh Yogi 


Founder of the Science of Creative Intelligence, 
Maharishi European Research University, 
Maharishi International University, Maharishi 
University of Natural Law, and the World 
Government of the Age of Enlightenment 

T ation has enveloped the family of 

nations, and the inevitable depen- 
dence on other nations has robbed each 
country of its natural freedom, Maharishi 
has made available the integrated science 
of natural law composed of the objective 
approach of modern science and the sub- 
jective approach of ancient Vedic Science 
which provides a technology to raise any 


nation to command the infinite power of 
natural law. 


Here is the opportunity for every nation 
to restore its dignity and freedom and 
perpetually maintaim its sovereign status. 


Any government can utilize this strategy 
of invincible defence. The technology has 
been developed, tested, and proved; now 
it is just a matter of applying it and gaining 
the invincible authority of the total poten- 
tial of natural law. 

This will reinforce any existing strategy 
of national defence in any country and will 
bring national self-reliance, self-sufficiency, 
and the dawn of real freedom in invinci- 
bility, even to the smallest nation. 


In this nuclear age, when every nation is 
incapable of defending itself, when the 
United Nations has declared its failure to 
serve as a unifying platform, when the 
Security Council survives only in name, 
when the superpowers themselves are most 
afraid of each other, and when every nation 
is at its wits’ end to find a real friend 
when in need, the World Government of 


oday, when the fear of annihil- 








TH NXTORAD LAW э 


INVINCIBLE " 
DEFENCE 


id 


» 
‚4 


STRATEGY q 


En" 


THE WORLD GOVERNMENT OF THE AGE OF _ 
ENLIGHTENMENT OFFERS to every govern- Ў 


ment the invincible strategy of defence, which uses - 


the infinite power and intelligence concentrated i in. 
the unified field of all the forces of nature. This will - 
neutralize the destructive capabilities of all those — 
who possess the power of destruction found at the a 


electronic and nuclear levels. 
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the Age of Enlightenment offers indomi- 
table strength to every nation through 
Maharishi's invincible technology of de- 
fence which uses the infinite potential of the 
unified field, the source of all intelligence 
and power in nature. 

Alliance with natural law is the only way 
now for any nation to survive with the 
dignity and freedom that should belong to 
any sovereign state. 

Alliance with natural law is the clarion 
call of our scientific age. 


Strategies of defence using the electronic — 


and nuclear levels of nature threaten total 


annihilation. Alliance with the unified field _ 


of natural law offers invulnerable secur- 
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ity—invincible defence. Each nation is in- — 


vited to make its choice. 


Ministry of Natural Law and Order, 
World Government 

of the Age of Enlightenment, 
International Capital 

of the Age of Enlightenment, 


Seelisberg, Switzerland— Telex 72300 MERU CH 


io This Gift of Invincibility to Every Nation Inaugurates the Silver Jubilee Celebrations 





of Maharishi’s World-wide Movement, 1957—1982 _ 





INVESTMENT 


CONTIENT. A 


A passage to India 


New Delhi is encouraging overseas Indians to invest in local 
enterprises, some of which are issuing attractive debentures 


By Jayanta Sarkar 

Calcutta: There are more than 10 million 
people of Indian nationality or origin liv- 
ing outside India. Most of them are doing 
well; one estimate says these non-resi- 
dents account for a combined investible 
surplus of about US$20 billion. Now In- 
dian private companies and the New Delhi 
government have begun to exploit this 
rich source of investment, thereby provid- 
ing a welcome shot in the arm for India's 
hard-pressed corporate sector. 

India’s second-largest private-sector 
enterprise, Tata Engineering and 
Locomotive Co. (Telco), opened the mar- 
ket when in October 1980 it was able to 
raise Rs 64.7 million (US$6.6 million) 
from non-resident Indians as part of a de- 
benture issue of Rs 240 million. Since 
then, several other Indian companies have 
followed suit and achieved good results. 
Among those which have issued deben- 
tures to attract overseas Indian invest- 
ment are Telco's stablemate Tata Iron and 
Steel Co. (the largest private firm in terms 
of sales); Reliance Textiles; Gwalior 
Rayon; cigarette-cum-hotel conglomerate 
ITC; and Gujarat Narmada Valley Fer- 
tiliser Corp. 

The list keeps growing. Some of the 
more recent inclusions are Asian Hotels, 
Ferro-Alloy Corp., Apollo Hospital En- 
terprises, Ahmedabad Advance and Ran- 
baxy Laboratories. There is no ready offi- 
cial estimate of how much money has 


flowed in during the past two years. An. 


unofficial tally, though, puts the total at 






The issues at stake 





around Rs 1.1 billion. Official sources, 
who say that non-resident Indians' stake 
in capital issues by non-government com- 
panies during the past two years amount 
to about 10% of the total, agree with this 
figure. 

The volume of capital issues has been 
growing steadily, reaching some Rs 6 bil- 
lion in 1982 from Rs 5.2 billion in 1981. 
Strictly speaking, not all this money came 


! from the public — almost half came from 


financial institutions which underwrote 
the issues. And the sums attracted to date 
are only a fraction of the potential, corpo- 
rate and official sources say. New Delhi 
has during the past few months made sev- 
eral changes to its exchange-control rules 


.to facilitate both the inflow and outflow of 


non-resident funds. But tax rules have not 
yet been eased to the same extent and re- 


main the biggest deterrent to such invest- | 
ment. Nevertheless, there is a strong feel- | 


ing that the budget late this month, will 
offer some concessions. 


T: government's liberal stance has been 
prompted by the hard fact of a grow- 
ing payments imbalance. Concern over 
the gap led New Delhi to seek an extended 
credit facility of 5 billion special drawing 
rights (US$5.42 billion) from the Interna- 
tional Monetary Fund in 1981. Several 
public- and private-sector organisations 
such as the Oil and Natural Gas Commis- 


sion, National Aluminium Co. and Air- 
India ‘have“also raised large syndicated | which cannot. The first category is 
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. India’s booming debenture market is growing 
so fast that an overhaul is needed 


Calcutta: The past few months have 
seen a boom in debenture issues by 
India's joint-stock companies. The 
terms offered to subscribers are often 
quite innovative within the broad 
framework laid down by the govern- 
ment, giving investors a wide choice. But 
the response has not been uniform. 
While some issues have been heavily 
over-subscribed, others have failed to 
reach the targeted amount and have had 
to be bailed out by public financial in- 
stitutions which underwrite the flota- 
tions. 

Under present rules, the rate of in- 
terest on convertible debentures is 
13.5% and on non-convertible ones 
15%. Since convertible debentures pro- 
vide for issues of equity to investors at 


some stage it is widely believed that 
some of the shares concerned are artifi- 
cially boosted on the stockmarket on the 
eve of flotation in order to make the 
conversion terms look more attractive. 
New Delhi is currently investigating such 
allegations. — 

Most companies that have raised non- 
resident funds so far have a reasonably 
good track record. Gwalior Rayon has 
maintained its dividend in the current fi- 
nancial year at 20%, while ITC has 
raised its rate to 18% (against 16%) and 
Reliance Textiles to 35% (25%). While 
Tata Engineering and Locomotive's di- 
vidend rate has remained unchanged at 
20%, Tata Iron and Steel's has been in- 
creased from 15% to 17%. Ranbaxy 
Laboratories has declared an 18% di- 











Telco production line first in the field. 





offshore loans to meet their foreign-ex- 
change needs. 

The IMF credit and the loans have 
underlined the high credit rating enjoyed 
by India. This has generated confidence in 
government circles that if well-heeled pri- 
vate companies also contract loans with 
non-resident Indians their efforts will also 
meet with a good response. More impor- 
tant, if this source of funding develops in a 
big way it could take some of the load off 
government borrowing and offshore com- 
mercial loans which the government wants 
to keep to the minimum. 

For the purpose of exchange control, a 
distinction has been made between invest- 
ments which can be repatriated and those 


vidend compared with 10% in the pre- 
vious year. 

Although many Indian industries have 
been hit by sectoral recession in recent 
months, the corporate performance of 
the big companies has on the whole been 
cheering. А study by The Economic 
Times, the country's leading financial 
daily, shows that the gross profit of the 
nation's 100 top private-sector com- 
panies rose by 26.1% during 1981-82 
against 14.3% in the previous year. 

This augurs well for the country's nas- 
cent debenture market. But to sustain its 
growth, some immediate action needs to 
be taken, stockmarket circles believe. 
First, a secondary market in debentures 
has to be set up. It is largely the absence 
of such a market that has led to a situa- 
tion in which many debentures are found 
to be selling below par shortly after the 
primary issue. The other necessary step 
is to ensure the participation of public fi- 
nancial institutions in this secondary 
market to help provide price support. 

— JAYANTA SARKAR 
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broader. It includes deposits (savings and 
fixed) with any bank in a non-resident (ex- 
ternal) account or foreign-currency (non- 
resident) account; in either case the non- 
resident earns 2% more interest than a re- 
sident Indian. 

Under a parallel scheme, a non-resident 
can invest through Indian stock exchanges 
up to Rs 100,000 in the shares of any one 
company, or 1% of its paid-up capital, 
whichever is lower. Non-residents can 
also buy up to 40% of new issues (which 
involve publication of a prospectus) in any 
new or existing widely held company en- 
gaged in manufacturing in India. Non-re- 
sidents may also invest in the new capital of 
any public or private manufacturing com- 
pany by way of right or private placement 
up to 40% of such fresh capital, subject to 
a maximum of Rs 4 million. 

Another area open to non-resident in- 
vestment is in the capital (up to 70% of the 
total) of a joint-stock company or partner- 
ship engaged in certain "priority" indus- 
tries, or where the company has a high ex- 
port ratio. Investment opportunities 
without repatriation benefits open to non- 
residents are the purchases of property, 
shares of widely held companies through 
stock exchanges and of new issues of any 
public or private company. There is no 
limit to the amount of investment in these 
two categories. None of these facilities is 
available to foreigners, however. The only 
way foreign money can enter — or leave 
— India is through a stake in an overseas 
company or corporate body which is 60% 
owned by non-resident Indians. 


ndia's political stability and its record of 

honouring remittance and repatriation 
obligations — even given the long 
bureaucratic delays involved in processing 
— provide attractions for non-resident in- 
vestment. Among disincentives is the high 
rate of taxation: dividends are subject to a 
withholding tax of 3395 and tax on other 
income is at 71.75%. Recently, however, 
the Reserve Bank of India, the central 
bank, which arranges repatriation pay- 
ments, announced certain concessions for 
non-residents. They can now immediately 
repatriate proceeds from the sale of shares 
(the cost of the original investment or the 
actual sale proceeds, whichever is less) 
without prior clearance by the tax au- 
thorities. The balance may be repatriated 
after the liability is settled. 

The success of the drive to tap non-resi- 
dents’ funds will depend greatly on how 
well government agencies, brokers and 
merchant bankers sell the country. Some 
Indian organisations have appointed 
agents in regions with large concentra- 
tions of non-resident Indians. The gov- 
ernmental Indian Investment Centre, 
which has several foreign branches, has 
been appointed to act as the processing 
agency, A private financial-brokerage 
firm, Cifco, has set up an associate com- 
pany in London. Much depends on the ef- 
forts of these organisations and of those 
Indian stockbrokers who keep in touch 
with non-residents. 

The question of repatriation has not yet 
become a key issue. The test may come if 
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non-residents start doubting the 
economics of keeping their money in 
India. Most private-sector Indian com- 
panies which have so far benefited from 
outside investments have been doing 
reasonably well. At the same time, most 
non-residents have learned that in volatile 
world financial markets, it is often safer to 
go for short-term liquid investments of 
one-and-a-half to two years’ duration. 

There is a large range of choices open to 
non-residents: they can put the money in 
banks in the West, buy shares in com- 
panies outside India or use their money to 
start a business abroad. The appeal of pat- 
riotism means many Indians will place 
part of their funds in India and use the rest 
outside. 

India's basic idea in seeking foreign 








funds is to use the money to beef up indi- 
vidual companies and, through them, the 
economy as a whole so that it can improve 
its performance and earn more foreign ex- 
change from expanded exports; How far 
this goal is realised will depend on how the 
loan money is used: and the state of the 
global economy. While the fall in Western 
interest rates should benefit India, the 
continuing recession might hold back ex- 
ports. 

The prospect of large non-resident in- 
vestments has buoyed business sentiment 
in India. As inflation progressively erodes 
domestic savings, the Indian capital mar- 
ket will start feeling the crunch. That is 
when non-resident investments could be- 
come a key factor in the corporate sector's 
behaviour. a 
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€ ASIA may well have taken heart from 
recent indications that the United States 
economy is finally climbing out of its 
worst recession since the Great Depres- 
sion of the 1930s. The US index of lead- 
ing indicators has risen for the past nine 
months, applications for housing per- 
mits are up, so is the stockmarket and 
General Motors has started re-hiring. 
All this should in theory point to better 
times ahead for Asian economies which 
depend on the US as their biggest cus- 
tomer. They may have allowed them- 
selves to believe that a return to the good 
old days is just around the corner. And 
the fall of US interest rates since the mid- 
dle of 1982 may have been taken as a 
good omen. 

But the forecasts, which form the 
background to US President Ronald 
Reagan's budget proposals, show the re- 
markable scale of the failure of 
Reaganomics; that failure will put a 
break on any nascent recovery, on any 
further decline in interest rates and on 
the buoyancy of world stockmarkets. 

Reagan and his team have forecast 
that the budget deficit in fiscal 1983 
(which began in October 1982) will be 
US$208 billion and that for 1984 it will be 
US$189 billion. The fiscal 1983 deficit 
amounts to 6.5% of gross national pro- 
duct and makes the US the country with 
the biggest percentage deficit among 
major industrialised countries with the 
exception of the Netherlands (according 
to British stockbrokers Phillips and 
Drew). Also noteworthy is the adminis- 
tration's forecast that government bor- 


- rowing will absorb 94% of net private 


savings in fiscal 1984. 

Leave aside, for the moment, the fact 
that Reagan came to office with a pro- 
mise to balance the budget in the year for 


which he now forecasts a deficit of 


US$189 billion. The immediate problem 
for the US and the world economy 
generally is how a sustained and substan- 
tial recovery can get under way in the 
face of such large deficits. How can the 
US business sector be expected to fi- 
nance investment and expansion when it 
is only allowed 6% of net private sav- 
ings? And is it likely that interest rates 
can fall much further when the govern- 
ment is a desperate borrower? 

True, the US has recently enjoyed a 
big drop in its interest rates, but real in- 
terest rates are still high. Corporations 
still cannot borrow long-term funds for 
less than 11% though inflation has gone 
down to about 4%. Is this how the US 
will be encouraged to re-invest? High 
real interest rates persist at a time when 
the economy is flat on its back and beg- 
ging for mercy. Thousands of people 


queue for a handful of jobs and tens of 
thousands line up for food handouts. 
Unemployment has gone beyond a tenth 
of the workforce. And yet US industry 
continues to face high real interest rates, 
and the US Government is crowding out 
business in the credit markets. 

It would be of some comfort if the ad- 
ministration had seen the error of its 
ways. It would be useful for Reagan to 
admit that the personal tax reduction 
due to come into effect in June should be 
cancelled. US industry would have more 
chance if he gave up his more ambitious 
spending plans on arms. About three- 
quarters of the planned. spending in- 
crease is in the militarv sector, but 
Reagan holds fast to his tax cut. He 
makes only a nominal reduction in his 
military budget. 

The one area where Reagan is willing 
to make a move towards balancing the 


Reagan: on course for the rocks. 





budget is in social spending. Such a po- 
licy has its merits, but there is a problem. 
It is the one area where the Democratic 
majority in the House of Representa- 
tives is reluctant to cut spending and 
thus, may refuse to cooperate. In fact, 
the Democrats are talking about intro- 
ducing new jobs programmes costing 
another US$6 billion or so. 

The US Government is divided 
against itself. It consists of a president 
who has an outlook different from that 
of congress which, in turn, has a differ- 
ent view from the Federal Reserve 
Board (the US central bank). It is called 
a system of checks and balances, but is 
more like a system of body blows and re- 
straints. The deficit is going to slug the 
economy as it tries to get off the floor. 

The Fed obviously has no intention of 
bailing the administration out of its di- 
lemma by “monetising the deficit" 


(printing more money). Monetary 
aggregates have proved to be moving 
targets because of the distorting effect of 
depositors switching in and out of 
money-market funds. Even once the 
Fed has stabilised them (by coming up 
with revised definitions) any relaxation 
in coming months is likely to be slight. 
We will not know exactly what taxes and 
spending programmes will constitute the 
deficit until the president and congress 
have finished their poker game. The dis- 
unity of the government means the de- 
ficits may turn out higher than forecast. 

The inherent failings of the US politi- 
cal system can take some of the blame 
for current problems, but Reaganomics 
is the main culprit. The original course of 
the administration was set in 1981 when 
Reagan was able to carry congress with 
him. At the time, the US economy 
started heading for the rocks. He came 
to power promising fundamentally in- 
compatible achievements: lower taxes, 
higher military spending and a balanced 
budget. The wonder is that the US public 
ever believed it possible. 

That, perhaps, is where the fault ulti- 
mately lies. The public, like Reagan, 
wanted to believe it could all be done, so 
long as they closed their eyes and be- 
lieved in the magic of supply-side. They 
got the wishful-thinking government 
they deserved. They got Reaganomics 
and now they, and the rest of the world, 
are suffering the consequences, namely 
continued high real interest rates during 
the worst post-World War II recession. 

The continued weakness in the US 
economy which this implies will mean lit- 
tle revival in the country's demand for 
Asian products. It will also mean con- 
tinued demands for protection from US 
industry. This danger should not be 
underestimated. Walter Mondale, the 
leading contender for nomination as 
Democratic presidential candidate, is 
getting political advantage by supporting 
these demands. And the Democrats 
could become noisier still as the US de- 
velops a large current-account deficit, 
caused by overvaluation of the US dollar 
due to the high real interest rates. 

There are some compensations in all 
this. The recession has brought the 
prices of many raw materials right down. 
Most Asian countries are importers of 
these materials (notably oil) and so have 
enjoyed improvements to their current 
accounts. But that is cold comfort when 
exports have also fallen. Asia has, in the 
past, benefited from the success of the 
US economy. Now it is having to endure 
one of the failures. There have been 
signs of recovery, but it would be wise 
not to expect much. 
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Sumitomo Metals, Japan, the world's . Convenience you can name. 
6th largest steelmaker, is recognized around In fact, steel has become such an im- 
the world as a reliable supplier of high quality portant part of daily life, it is difficult to 
steel and an innovative designer of advanced imagine what our lives would be like 


steel technology. without it. 
If it sounds like we're proud of our So now it's easy to see why we're so 
achievements, thats because we are. proud. We're Sumitomo Metals, and we 
Because it takes steel to build oil rigs, make almost as many kinds of steel as there 
ships, trains, skyscrapers, airplanes, motor are people —for people. 
vehicles, bridges, office equipment, home . 
appliances— virtually every modern ^ & SUMITOMO METALS 


Sumitomo Metals makes almost as many kinds 
of steel as there are people. 
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e 
short- 
cut to 
trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
A confidential monthly newsletter. 
Exclusive to subseribers.— — 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine 
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The lifebelt falls short - 
Creditors of Grand Marine, shipping subsidiary of the troubled 
Carrian group, go into a huddle for a new bail-out plan 


By Christopher Wood 
Hongkong: A 10-year debt- -rescheduling 
scheme for Grand 








(GMH), the territor fourth-largest 
shipping company an ted subsidiary 
of the Carrian group, has fallen through. 


The orsa pre red by Wardley, a 








group of six cre- 
| secured against 


arrian whose fu- 
g inthe balance, 
general. reluctance 
among GMH creditors to pull the plug, 
» forcing distress sales into a shipping mar- 
ket which has sunk to historically de- 
pressed levels (FOCUS, REVIEW, Feb. 10). 
To keep GMH going and buy time, cre- 
ditors have now agreed Опа temporary 
, plan id HAN \ helpa ‘meet the 







there appears to 







riving from thes 
This arrangement i 
the end of April, by whic 


that a new long-term cheduling pac- 


kage can be agreed. A working | group of. 


creditors, of which Wardley is a member, 
is now trying to draw up new proposals. 

os The failure. of the Wardley package 
; places in further doubt Carrian's own fu- 
ture. An important feature of the package 
was that GMH's creditors would not en- 
force loan guarantees given by quoted 
Carrian Investments relating to GMH, 
consisting of contingent liabilities of In- 
vestments of HK$1.8 billion (US$272.3 
million). 

Any move now by GMH creditors to 
call guarantees remains-unlikely — for 
г the simple reason that the Carrian group is 
in no position to. deliver. Even so, Car- 


ptian s future appears ‘to: hang in limbo” 
nding the outcome of the continüing 
sions relating to GMH — so long as. |. 





"Carrian's own creditors do not foreclose. 
> Both Investments and Carrian Holdings 
"stopped paying loan interest on January 6. 
One option, thought to have been con- 


sidéred, would be for the former control- | 


ling owners of GMH, Hongkong's Li 
family, to buy back Carrian's stake. The 
family sold out to Carrian in 1981 but re- 
tained a minority holding and brothers 
Dennis and Daniel Li still sit as executive 
. directors on the GMH board. Any such. 
agreement woüld mean the Lis buying 
. back GMH very cheaply while Carrian 
‘would benefit from any cash infusion. The 



















Lis have given a number of: outstanding. 


guarantees on loans for new buildings, 
some of them joint guarantees with Car- 
rian. Cash-flow figures supplied by 
Wardley to creditors also reveal that ап 
unexplained sum of HK$14.4 million is 


| due in March to GMH froni the former 


owning company, P. S. Li and Co. “result- 
ing from the 1981 merger between GMH 
and Carrian Shipping." 

Tosome extent, GMH's misfortune was 
to have become entangled in the Carrian 
web, though it would have probably faced 
difficulties anyway given the present grim 
conditions in shipping and the make-up of 


its fleet. Nonetheless, concerned bankers | 


do draw a clear distinction between the 
two foundering concerns. GMH; they say, 
is at least a coherent and functioning cor- 
porate entity with an established name. 
Carrian Investments bought 66.2% of 
GMH in late 1981 mainly from the Li 
family and Jardine Matheson. The deal 


GRAND MARINE'S 
(assuming no debt ie 


"ships were then bareboat chart 








payment due in 1993. cred? 


| attempting a blanket scheme, he г 


chant bank failed: 
tinction betwe 
d 













creditors in all. Bü 
the rescheduling са 
which have outstandin 
against vessels.on barebo 
Pacific Norse Shipping Gro 
A bulk-carrier pool, Pacn 
venture between Hongk 
Maritime and the Kristian Je 
Group based in Bergen, Norwa 
creditors are Midland Bank, 
Express» International Banki 
Japan Leasing, Oriént Lea 
urity Pacific and the № 
North America. : 
In late 1981 GMH acqu 
terms (through Carrian $ 
bulk carriers from Pacnorse for 
. million. Of this sum, US$100 n 
-was financed through borrowing | 





























to Pacnorsé. Faced with Ward! 
posal, creditors secured against Pa 
vessels proved recalcitrant. They took 
view that as the ships were on b. 
charters their present exposure 
was minimal — with a bareboat 
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meant that GMH.took on board Carrian 
Shipping's own ambitious and expensive 
shipbuilding programme — most of the 
vessels were ordered in 1981, at the top of 
the market. The fleet size had jumped 
froni 37 vessels to 57 just four months after 


the Carrian purchase with another 15- 


ships then under construction. The sub- 


sequent fall-out is clear from the financial , 


details provided by Wardley to creditors. 


“Ө МН net worth is put at just 55 HK 


cents a share against HK $5.65 in Carrian's 
books as at September 30, 1982. Assum- 


пепо rescheduling takes place, GMH will | h 


accumulate а negative cash flow by the 
end of 1985 of USS67.6 million and by: 
end- 1986 of US$102.7 million. 


Hess charter income is more than 
sufficient to cover operating expenses, 
not taking into account principal and in- 
terest repayments. In the first quarter of 
this year GMH vessels are expected to 
earn US$23.7 million against expenses of 


| USS9. 8 million. Fór the whole.of 1983. 


“net hire” (charter) iricome is projected at 


|. US$92.2 million against running costs of - 


0155361 million. Itis for this redson that it 








makes sense for banks to meet o crating i 








improved by 

loans donot 

1990-92. Bough 

age price of US$15, 

lion from Pacnorse, the vessels are 

be worth less than US$7 million at сип | 

prices. 
Ironically, GMH only made the fi 

purchase payment for the Pacnorse \ 

sels in September 1982 — just one mo 

before Carrian Investments a т 

"liquidity problems:” 

was a hefty US$98.25 milli 

substantial in view of the 

pany's present predicame: 

hard to, believe that this 









own problems or the li 
pending announcement. 

The interpretation must be ha 
was extremely limited dialogue Бе! 
Carrian and GMH at management 1 
despite the fact that a number of fa 
Carrian figures sit on the GMH board a 
non-executive directors. 

To compound the irony, Pacnorse has | 
how approached GMH with an “i à 
mal" offer to repurchase the eight ships on 
deferred-payment term: | 

"mutually beneficial t 
understood that this h 
GMH now. has 
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t three more are now 


There were 










which only two (p: 
charters attached. S 
three of the wholly 
been sold. But these 


six vessels, 


en 1984-88 | 


secured against th 
ding in 1983, 1986 an 
under constructio: 
tached. Chemical Ba 
two of the fleet (charters e 
three under construction ( 
, ter attached). ` 5 
wc, As for the Hongkong and Shanghai 
< Banking Corp. group, the bank itself is 
1 secured against two vessels (charters end- 
ving in 1983 and 1984) and Wardley against 
` one vessel without a charter and Marine 
. Midland one with (ending in 1991). In ad- 
dition, the Hongkong Bank's London 





ng 1986) and 








^ merchant-banking subsidiary Antony . 


: Gibbs has loans secured against three new 
buildings without charters though this is in 
“conjunction with the. British Govern- 
“ment’s Export Credits Guarantee Depart- 
it. In general, bankers say that cre- 
_ ditors secured against the new buildings, 
_ with the longest maturity exposure and in 
, most cases no charter attached, are the 
most eager to see a rescheduling. 
Should a second effort at rescheduling 








fail, the other options open to creditors | 
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Profit rise cools off 

Net profit of Sanyo Electric, Japan's 
major electronics and. ` electrical- 
ү appliances manufacturer, rose 3.1% to 
3247 billion (US$103.1 million) in the 
гуаг ended Nov. 30, 1982, while uncon- 
:Solidated sales increased by a lower rate 
of 1.2% to ¥761.4 billion. In 1981 *рго- 
fits rose 13% while sales grew. 10.596. 
. Net income per share rose to ¥26.05, 
from ¥25.51 the year before. Sales of 
consumer electric appliances such as air- 
conditioners and electric fans (account- 


| ing for 27.6% of the total) fell by 5.3% 


"because of a cool summer, while turn- 
overin electronic products (53.5% of the 
total) was about the same. The bulk of 
the increase in sales was in commercial 
appliances and exports of oil stoves to 
the Middle East. 

Operating profit fell as a result of low 
prices resulting from slów demand and 
increased depreciation expenses. But 
the Company forecasts à 10% sales in- 
crease this year with domestic sales of 
office-automation and industrial equip- 
ment and exports of audio-equipment in. 
the lead. — KAZUMI MIYAZAWA 


Leighton hits a record 


| Australian construction group Leighton 


Holdings expanded its net profit by 5596 
to a record A$6.5 million (17536.26 mil- 


| lion) in the half-year to Dec. 31, 1982. 


- Group revenues rose 21% to A$173 mil- 
lion. Following the bumper result, direc: 
tors declared a bonus of one share for 


] every five held. In addition, the interim 
'1 payout has been bodsted to 6.5 A centsa 


share fróm 5.5 cents, to be paid on the 
capital expanded by an earlier one-for- 
twó rights issue. Tam UR 

Pre-tax earnings more than doubled to 
‚ A$9.2 million but the tax bill rose to 
A$2.4 million (A$200,000 previously). 
Extraordinary losses of A$1.2 million 
were brought to account. Almost a third 
of the group's present work in hand is in 
Hongkong, where it holds contracts 
worth A$92 million. — — BRIAN ROBINS 


Bridgestone rolls back 

Japanese-controlled. tyre manufacturer 
Bridgestone Australia Ltd reported. à 
net loss of A$636,000 (US$622.309) in: 
| the. yéa 
‘around from the profit of A$4.5 million 
1981. Groüp revenue came to 
A$149.8 million, an increase of 37.8% 
over the previous year. Bridgestone has 
completed a major retrenchment prog- 
ramme, and has also restructured some 
operations, incurring substantial ex- 
penses in the process. Rationalisation 
costs came to A$2.2 million. The group's 
major. automotive-components division. 
lost.A$2.9 million during the year. Алах 






| credit of A$501,000 was brought to ac- 


count. The depreciation provision rose 


to Dec. 31, 1982, a sharp turn- | 


[3095 to A$3.5 million (A$2.7 millio 
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Ор on smoke 


| A treble for Cement 


charge by 4.1% to M$7.8 












. by Reckitt and Colman o 









previously) while the interest bill mo 
than doubled to A$2.7 million (AST, 
million). 

Despite the loss, a final 
of 5 A cents a share has been dec 
taking the annual dividend 
changed 8.75 cents a.share, | 

— А CORRES 


























Cigarette and wine group Phil 
(Australia), made a net profit ОЁ A$ 
million. (US$7.03 million). in. the 
months to Dec. 31, 1982, an iricrease 
28% from the A$5.7 million post 
the previous year. Revenues wen 
6% to A$237.6 million. At the pre- 
level, profit growth was a high 41% 
A$14.7 million (A$10.4 million previ 
ously) while the tax bill rose to | 
million (A$4:7 million). Provision 
depreciation: slipped to A$2.9 
from A$3 million previously. Du 
company's investment progran 

interim dividend has been held steady 
15 А cents a share. — — BRIAN ROBIN 
















































Cement and property group Malay. 
Cement nearly trebled its net profiti 
the year to Nov. 30, 1982 to[M$30.5 
lion (US$13.22 million), from the pre 
ous. year's. M$10.7 million, main 
result of relief on capital expenditi 
that brought. down the group us 
on 



































sioned to Associated Ра 

ment (of which it own іс 
million tonnes-a-year kiln at Ra 
Selangor. Directors of Malayan 
ment; a 58% subsidiary of Brit 31 
Circle group, declared a second inter 
dividend: of 14 M cents gross on ev 
MSI share, bringing the total distrib 
tion for the year to 22.5 cents, up from. 
cents in 1980-81. —JEFFREY SE 


More sales, less gain. 
Consumer-products group Reckitt and 
Colman Australia Ltd suffered а 33% 

fall: in net profit to. A$11.9 
(US$11.6 million) in the year to€ 






















































the second half the fall was.a less se 
20% to A$7.9 million: A large in: 
ment programme and increased comp 
ition contributed to the disappointing re- 
sult. 

A final dividend of 7.75 A cents a 
share brings the annual payout to 15.25 
cents, unchanged from. the; previous 
year. The company is. ta; 





































snap election on Mar. 5 kept investors ther 









TOKYO: The market fell slightly on'thinner turn- 
"Over as individual investors maintained interest in 
ow-priced issues.;Blue chips marked time; How- 
ever, steels met à surge of interest while non-ferrous 
metals succumbed to profit-taking. Some initial in- 
erest in pharmaceuticals faded quickly, The Nikkei- 
‘Dow Jones Average closed at 8,010.91, down about 
points for the period. 


AUSTRALIA: Election -jitters depressed share 
s, with the Australian All-Ordinaries Index 
hedding 33.4 points to close at 503.2.0n Feb. 7. Most 
of the losses were registered in the last three days” 
trading, when the index shed 40 points. The 
tockmarket's slide started on Feb. 3 with the resig- 
ation of opposition Labor Party leader Bill Hayden 

ich was followed that afternoon by Prime Minister 
Malcolm Fraser’s announcement of a snap election 






































abor leader Bob Hawke. In trading that day the’ 
ndex fell 17.4 points. Volumes have not been.unusu- 
lly high, with only a modest amount of selling from 
erseas. A number of offshore. portfolio managers 
ook the view late in-1982 and early this year that, 
th the strong chance of an early election, they 
uld:trim their portfolios. Much of the selling had 
hus already taken place. it , 


NEW ZEALAND: The January rally ran ош of 
team with market leaders ending the period well off 
he top and second liners beginning to follow. Even 
the active mining sector lost some of its. gloss. 
| Analysts believe stock prices are finally levelling off, 
eversing the scrip shortage which helped cause the 
early rally. Also, the feeling has built up that some 
action was overdue and this intensified as Australia 
ll sharply on news of a snap general election. 


MANILA: With the end of the buying spree in San 
"Miguel shares, value turnover fell to P69.8 million 
(US$7.5 million) less than a sixth of the preceding 
week's record. Volume, however, expanded to 1.3 
billion shares — up almost 50% — on brisk activity in’ 
mall-board, low-priced mines, regarded as having 
better potential for appreciation. Leading gainers 
were Apex Mining, Carmen Mindanao Consolidated 
and Omico Mining. Among big-board mines, Atlas 
Consolidated lost ground, while Benguet and Philex 
Mining were active gainers. Sh 















































ЭКОМ: тһе 
date at just below the 
Turnover declined a: 





market continued to consoli- 
ang Seng Index s 900 level. 
uying concentrated “on 















891.01, up 3.97 points. Bulls read the market's:con- 
solidation as a sign of underlying strength after the 
recent rally, noting that local selling pressure has 
eased. Others remain cautious. The market failed to 
register any significant response to the government's 





property market in mid-1982. A 58,233-sq. ft prime 
retail site in Kowloon Park was sold for HK$218 mil- 


March 5. The election will pit Fraser against new. 





selected stocks. The index closed the period at | 







first major land sale since political jitters upset the - 





BEARS moved into several of Asia’s stockmarkets in the period to Feb. 7. The possibility of · 
Australia's opposition Labor Party wresting control of the government at the just-announced 


ttery. The previous week's star performer, 


Manila, turned in a mixed performance with the apparent lull in the battle for San Miguel. 
Hongkong again hesitated with turnover shrinking as buyers remained selective. Singapore 
sould not make up its mind on how to respond to Wall Street’s behaviour while Kuala Lum- 
ur kept up the previous week’s surge. Tokyo investors concentrated on low-priced issues. 


lion (US$33 million) — HK$1.282 a sq. fof usable 


‘area — about half the price it would have reached be- 


fore the slump. Nonetheless, the fact that developers 
were prepared to tender at all is seen as encouraging. 


SEOUL: Active participation by institutional inves: 
tors in mid-period helped the market.to a modest 
rally, but overall slightly weakening prices and 
shrinking volume indicated that the bearish mood 
was continuing. Analysts do not see any improve- 
ment until seasonal demand for cash is met. The com- 
posite index closed slightly higher at 118.82 points on 






“lower daily average volume: of 6.5 million shares. 
"Vehicle and electronics shares rose quite strongly 


while construction issues fell; A buying spree by.a 
securities firm affiliated with the Hyundai group kept 
banking shares active throughout the period. 


KUALA LUMPUR:. The previous period's upward, 


surge was maintained, with Fraser's Industrial Index 
gaining about 1% in the four-day period to Feb. 7 
(Feb. 1 being à holiday). Most gains came on Feb. 4, 
when volume topped 11 million units. There was in- 
creased interest. — some of it speculative — in sec- 
ond- and third-line issues, and some further institu- 
tional buying of commodity-based shares was noted. 
The outlook is mixed. Selective buying is likely to 
continue. but medium-term prospects for the econ- 
omy, particularly given depressed. oil prices, could 
cast a shadow over the stockmarket." - 


SINGAPORE: The market weakened slightly on 


heavier volumes, in reaction to Wall Street's mixed 
performance and to local profit-takers. Gains were li- 
mited to a few speculative issues. The Straits Times 
Industrial Index ended the period at 774.06, a loss of. 
3.5 points from the previous period. Fraser's Indus- 
trial Index lost 52.92 points in the same five sessions; 
ending at 4,364.42. Volumes were consistently high, 
averaging 13.6 million shares. P 


TAIPEI; Cash-flow problems of two major listed 
companies continued to depress the market. On the 


bright side, though, the Securities and Exchange 
Commission. said firms whose: shares. were. selling 
“below: par value would be permitted to take out 
- loans, reversing an earlier policy, Reports that ап. 


economic-recovery тау have begun іп. ће United 


States also. cheered investors. Average turnover was 


up slightly to N'T$368 million (US$9.2 million). 


BANGKOK: The recent flurry of buying in cement 
shares abated, and liquidation pressure on silo and 
hotel stocks took over late in a period that saw a 
weaker market despite the abs f fundamentals 
that could depress prices. Ho rumours of poor 
carnings affected some countérs. The approach of 
the Lunar New Year could hàve contributed to the 
weakness as investors switch to holding cash. The 
average daily turnover ` was Baht. 12  millión 
US$542,986). The Book Club Index los 
seat109.96.- ^ SEU 


Ol points 





AUSTRALIA | 
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This comprehensive listing of 


‚ Hong Kong's top people with 


photos has now been updated. 


In compiling the names 
included i in this book, the 


selected those figures who are : 


leaders in their fields: in- 


‘business, finance, commerce, 


banking, the arts, sport, 


г government, the media, the 
«professions, manufactaring - 


: affairs of the Colon. 


The book also catalogues · 
major Government depart: ` 
ments, Counsuls, Trade Com- 
missioners, Associations, 
Clubs, Societies, and the 
media with à wealth of 
information on the people 
inyolvad 1 in these institutions. 
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0: the troubled southern Philippine 
island of Mindanao, controversy is 
common. But when the issue is 
"strategic hamletting," the conflict can 
be very bitter. Forced relocations in 
rural areas have been opposed since Au- 
gust 1981, when residents of Marawer — 
a tiny village in the remote Kapatagan 
valley, Davao del Sur — were ordered 
by government troops to dismantle their 
farmhouses and move to a specified 
"barrio centre." Within the next six 
months, an estimated 200,000 people in 
four Mindanao provinces had been 
moved off their farms and into protected 
villages, as part of a grand strategy to de- 
prive the guerillas of the communist New 
People's Army (NPA) of their rural base 
of support. 

Initially perceived as a resounding 
military success, the strategy ultimately 
emerged as a major embarrassment. Lit- 
tle preparation had been made for the 
hasty relocations, and overcrowding, 
poor sanitation and inadequate shelter 
meant disease and even death. Food 
shortages loomed as farmers struggled to 
maintain fields up to 10 kms away from 
their new homes, and the intensified 
military operations led to complaints of 
military abuse. 

By the beginning of 1982, human- 
rights groups and the international 
media were publicising the situation, 
and on March 2, 1982, De- 
fence Minister Juan Ponce 
Enrile signed а memorandum 
ordering the dismantling of 
the “forcible groupings,” and 
prohibiting the construction 
of any new ones. Enrile's 
order did not end the hamlet 
controversy. Instead, it 
created a new one — over 
whether or not it was being 
complied with. 

Human-rights activists in 
Mindanao insist that 
thousands of people remain 
in the hamlets against their 
will. Civil and military au- 
thorities admit that many 
families remain in the reloca- 
tion centres, but claim that 
they are doing so voluntarily, 
to take advantage of the 
greater security and access to 
government services offered 
by the protected villages. But 
many farmers still living in 
the centres claim they have 
never been told of Enrile's 
order. 

This writer visited three 
municipalities in the pro- 
vinces of Davao del Sur and 
Agusan del Sur where forced 
groupings are alleged to per- 
sist. In all three, large num- 
bers of farmers were living in 
what were obviously reloca- 


tion areas. Marawer, where the first 
forced groupings in the area occurred, 
still has at least three different groups of 
"temporary" houses, well over 100 in all. 
The homes, many occupied for over a 
year, hold an average of eight people 
each, though many are not large enough 
to stand erect inside. Most appear to be 
made of scrap wood and similar 
rudimentary materials. 

Francisco Nubia, who represents 
Marawer in Kapatagan’s barrio assem- 
bly, agreed that hamletting persists 
there, but said that the relocated farmers 
moved voluntarily, to take advantage of 
the electrical service provided by a small 
hydroelectric plant. Many of the new- 
comers, however, have not been able to 
afford the cost of a link to the system. 
Even seme of those with electrical ser- 
vice question the desirability of their 
move. 


“W hat good are lights all night if 
we have no food all day?” asked 
one resident, complaining about the dif- 
ficulty of working a farm 8 kms from the 
relocation site. Adding to the farmers’ 
problems is the fact that they must leave 
their farms early to get home before the 
6:30 p.m. curfew in effect throughout 
Kapatagan. The curfew is enforced by 
the military — Marawer, for example, is 
guarded by eight Philippine soldiers and 


Abandoned farmhouses; new hamlet dwellings: were the farmers told? 





a dozen members of the Civilian Home 
Defence Force, a locally recruited 
paramilitary unit — and the continued 
presence of the troops is another point at 
issue. 

In the village of Awao, Agusan del 
Sur, the situation is little different. More 
than 100 families are crowded into less 
than 300 sq. ms of land, where tiny, un- 
finished shacks stand only inches apart. 
“We were forced to move by the army," 
said one farmer. “They gave us 15 days 
to transfer our families to the barrio 
site." Here, also, not one farmer inter- 
viewed admitted that he had heard of 
Enrile's order against forced grouping. 
Provincial Administrator Bruno Aparri 
maintained that the relocations were 
voluntary, and claimed that the people 
were free to go at any time. The resi- 
dents of Awao, at least, seem to be 
unaware of this. 

Along the northern border of the 
same province lies the town of Sibagat, 
where, according to Mayor Vicente 
Benigian, "almost every village in the 
municipality" has been “grouped.” Be- 
nigian said that the relocations were car- 
ried out with the consent of the people. 
A group of relocated farmers 
in the village of Tabon-Tabon 
disagreed. “The PC [Philip- 
pine Constabulary] ordered 
us to move,” said one. “They 
told us that our houses would 
be burned if we did not 
move." The relocated far- 
mers said they were unaware 
of the order forbidding forced 
groupings, as indeed was Be- 
nigian. The relocations in 
Sibagat, this writer was told, 
were ordered in April 1982 — 
a month after Enrile’s order 
was issued. 

In at least one “hamletted” 
municipality, people have 
been informed of the change 
in their status. In San Vic- 
ente, Davao del Norte, 
perhaps the town hardest hit 
by the forced relocations, far- 
mers said they were informed 
that they could return home 
“at their own risk,” but that 
the military could no longer 
guarantee their security. This 
announcement was made 
after news of Enrile’s orders 
had been broadcast by local 
radio stations, but was inter- 
preted by many residents as a 
warning that those who re- 
turned to their farms might be 
considered NPA sympathis- 
ers, — STEVEN ROGERS 
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Smith and Singapore 

І read in today’s issue of The Straits Times 
(Jan. 27) that REVIEW Singapore corres- 
pondent Patrick Smith's work permit will 
not be renewed. As you will doubtless 
publish something regretting this fact, I 
would be grateful if vou would counter- 
balance that to some extent by publishing 
my letter, as I do not regret this fact. Smith 
did not conduct a deliberate campaign of 
misinformation against the government, 
but he did base his articles on a mis- 
understanding of the way Singapore 
works. Three examples should suffice to 
show this. 

He stated in one article [REVIEW, Jan. 
15, '82] that the government used the In- 
ternal Security Act against its political op- 
ponents. This may be technically correct, 
but when given the opportunity to reply to 
criticism by the director of the Internal 
Security Department (ISD) he held to his 
contention rather than agreeing that the 
act was used against those who tried, or 
were intending to help others, to over- 
throw. the government by violent 
means. 

The act was thus coincidentally used 
against some political opponents, but that 
was not the criterion on which it was used. 
This can be seen by the fact that the 
Barísan Sosialis chairman Lee Siew Choh 
was never detained, nor was opposition 
MP J. B. Jeyaretnam. 

A second example is his treatment of 
the question of students in Singapore. His 
article [REVIEW, Jan. 27] seems to suggest 
that students who do not oppose the gov- 


ernment are not political. It is a perfectly | 


valid viewpoint, however, that the coun- 
try is well run and there is no need to be in- 
volved actively in politics. 

The third example is his continual refer- 


ence to The Straits Times as a govern- | 
ment-controlled newspaper. The Straits | 


Times does employ an ex-member of the 
ISD as a senior member of its staff. The 
tone of the newspaper and the news it car- 
ries have not altered since his appointment, 
however, which shows that the govern- 
ment does not control the newspaper 
through him. The Straits Times also often 
supports the government's views, but how 
can this be described as government con- 
trol? 

It is unfortunate that practically all arti- 
cles dealing with politics in Singapore 
have been written for the REVIEW by 
Smith. His feelings towards the govern- 
ment show through every time, as does his 
inability to accept that the government is 
both democratic and efficient. If the result 
of having a correspondent on the spot is 
such misinformation as has appeared in 
your magazine, then Singapore is better 
off without such a correspondent. That 
may not be the grounds for not renewing 
his permit, but it does constitute sufficient 
grounds. 

I hope future coverage of Singapore by 
the REVIEW will be more balanced now 

















On July 4,1912, our hotel guests checked in to the accompaniment 
of sky rockets champagne in bowls, 7 orchestras and an audience of 5000. 


Any day this year you can check in with only slightly less attention. 


The newest, old tradition with Manila Bay's world 
in the Orient is back. With all 


attention you thought wasa — reborn an architectural 


thing of the past, evéry masterpiece, an uncompro- 
modern luxury you could misingly unique resort hotel, 
dream of and a magnificent weaving the best of the 
hotel lobby beyond your past with the best of today. 
wildest dreams. Where timeless traditions of 


We still even offer a 
choice of as many as seven 
different musical groups! 

An historic landmark 


Centre for S och & Sm 








famous sunset for a backyard, 
the old elegance, service and The Manila Hotel has been 


Philippine hospitality and 







impeccable service answer 
the demands of the most © 
sophisticated traveler. 0 | 

Arrive by helicopter on - 
the roof or by limousine at. | 
the portico. But however you: 
come, when you check in to 
The Manila Hotel, you'll 
know you've arrived; : 

For reservations, please 
consult your travel agent or 
Philippine Airlines sales 
office. 


East Asian Studies 


UNIV OS СР СА СОТТА, 


САЬСЫТТА ~ 20040 


There are perhaps a dozen incredible 


places you must see in the Orient. 


One of them is a hotel. 





Philippines 


The Manila Hotel is a member of PRESTIGIOUS HOTELS OF ASIA. 
The Ritz/Taipei, Hotel Lotte/Seoul, The Dynasty/Singapore, The Dusit Thani Hotel/Bangkok. 




















A Work of Art. 


Y UTERE S p 


s 
P 
* 
$ 
t 
t 
1 





TWELVE H 2 YEARS OLD 


Editor: Derek Davies. 
Deputy Editor: Philip Bowring 
Regional Editor: David Jenkins, 
-Richard Breeze (Deputy): 

V. &. Kulkarni (Assistant) 


Business Editor: Anthony Rowley 
Paul Sillitoe {бвр 


ah Cheng Hye; Christopher Wood: (Assistants) s 


=: News Editor: Mike MacLachlan 
Editorial Manager: Michael Westlake 
Chief Correspondent: Rodney Tasker 
ist Writers: 

Salamat Ali (South and West Asia); 
Nayan Chanda (Diplomatic): 
Robert Delfs (China Economy]; 
Gene Gregory (Technology): 
Mary Lee (Hongkongi, 

Teresa Ma (China Trade) 
Focus Editor: Donald Wise 
Art Director: Morgan Chua; 
Frank Tam (Assistant) 
Production Editor: Hiro Punwani, 
Edgar Chiu /Assaciate) 


BUREAUX 


kok: John. McBeth, - 
Paisal Sricharatchanya (te? 2811129] 
: Susumu Awanohara, 
"Мат gi Habre (333538) 


Kuala Lumpür: K. Das, Jeffrey Sega! (208972) 


: Sheilah Ocampo Ka fors, 


homas Chesser (723-3698, 
singapore: Patrick Smith (2203720) 
Taipei: Andrew Tanzer (751-7444) 
Tokyo: Mike Tharp, 
Hikaru Kerns (2708229) 
Washington: Richard Nations (783-6220) 


gren ponnesrónoentg aip contmeutokg 
EREN Jayanta Sarkar 
arenen ANNE бите 
=a Maiko ana 
Malcolm Subhan / {Bnissels] 
Daniel 








eec. ВОВ Manni 
Colin James, Klaus Sorensen: 


Publisher: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 


Circulation Manager: Stanton Leung: 
Billy Woo {Аве ал) | 
Adv. Production Manager; Stanley Ng 





Singapore HUO BIDE 


@ The Editor replies: Although Huo Bide 
is not traceable via the Singapore tele- 


. phone directory,.he appears to have a 


close knowledge of, and sympathy for, of- 
ficial attitudes — deed he did: when he 


.| justice and force, of Huo's arg ments | 
above. ` 


islam and Cambodia 


| The overtures being made by Asean coun- 


tries through their Islamic Conference 
links, highlighted in Mohan Ram’s article 
Hassles for the host (REVIEW, Jan. 13), 
are intended to use Islamic clout to pres- 
sure the non-aligned nations into instal- 
ling the Prince Norodom Sihanouk-Son 
Sann-Khieu Samphan. triumyirate in the 


empty Cambodian seat atthe non- aligned IE 
.| summit in New Delhi in March, ) 


The most disturbing fact of this political 
the Islamic Conference is 


“CALCUTTA @ 


OF 
eth FE Aye TOO 073. 





T records are of little h 
determining the size of the country’ \ 
lim community. The last census in 
bodia, held in 1962, put the commu 


| strength at anything between 100,000 


loang, wri 
destasie (March 1981). The 
trocities committed: ; 
ns suspected of belo: 


о Muslim hiera id describ 


qus 17, 19 


years later. The 
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Candidates will probably Бе їп their late 30's or early 40's with at least 


710 years relevant experience, which must include sy ndications, preferably gained 
| ina merchant bank. They must have the management skills to motivate and 
© further develop à young and enthusiastic team. A knowledge of Asia would be 


a distinct advantage but is not essential. 

The cash package, including allowances, will attract. candidates earning in 
excess of £30,000. Other benefits include free furnished accommodation, motor 
car, profit sharing and a flexible house loan scheme. 

Candidates should write with details of qualifications. experience dnd 


, present salary to the Personnel Controller, Wardley Limited, 5th. Flour, 





Alitalia has ordered 30. new McDonnell 
Douglas Super 80s. Twenty- "two airlines 
have now chosen this 
. Pratt & Whitney 
Airlines around tt 
^. swiftly toward this popular: 5 
zi because they urent! need the Operating 


passenger appeal it offers. 
80. ideally sized for the 150- 
needs of the airlines, is 


for today’s travel needs and is 


knowledgeable travelers 


nuc as 8- NEE orar, 
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The glitter has faded from what looked like а г 
golden property market throughout most of 
Ae andina fa red by Asian investors 
j 5 Columbia ара the | 


kang ciis up the pier ; | apse 
and centres such as у Ы апа Токуо drift in. 
calm waters, the boom continues elsewhere — 
for example, їп South: Korea, fuelled by the 
forthcoming Olympic Games, and in Thailand, 
where the condominium habit is catching on. 
Pages 46-62. 
Cover photo: Stockhouse/Y. S. Tsang 











| Page 28 


Page 2 
| Bank Bumiputra's part in the 
"financing of troubled Hongkong 
companies sparks a political row 
involving Malaysian Finance 


. Minister Tunku Razaleigh Ham- | 


zah. 


Page 14 
Bangladesh’ 


military абыт: 
ment faces 


ts first major test as. 


| 





violence flares on the nation’ si 


campuses," 


Page 16. 

Now the liberals state their case 
in the continuing debate over 
Thailand's constitution. ` 


Pages 22-25 

The Gang of Four is gone, but 
there is still opposition to China's 
leadership from the Left — and 
from the Right. 


American Secretary of State | 
George: Shultz refuses to give 
.much away in his talks with South 
Korean leaders. 





Page 3 


сап save ‘millions from an early. 
Чап, iod shad United Nations. 


і dropov. is. not 
an immediate | 
hit with the | 
leadership in 
Mongolia, de- 
spite increas- | 
ing calis for 
further coope- | 

ration between Mongolians and 
their Russian comrades. 
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Page 36 : 

Antarctica Treaty natio 

make some progress on minei 
rights to forestall other countrie 
¿which have eyes on the southert 
continent. 


| A simple, home-made remedy | 


the Great. Debt Brame W II the In. 
.| ternational Monetary Fund c 
to the rescue? 


| Tokyo pledges to cut export: 


„сагѕ апа video aperon beer 


tionists...- 
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п їп many places. 


cooperate. 
The state has been gripped 
since mide’ 


Bangladesh. | from vot- 
olls. But these: rolls are 
used for the vote. ; 






| many victims. The pre- 
gious Seoul National Uni- 





dents for - poor. academic pet 





Thee: reforms are necessaty.. 





ance, 72% of 
reshmen. The figure repré- 
sharp. increase over the 


nts expelled in the pre- 








expected to i increase as morë | 
than 80 universities and со 


leges follow suit. One effect of 
this system has been to keep 


| closer to their books. 
| uon Minister Rhee Kyu Ho 
| says the reforms are neces 
.|to improve the qu: 
higher educati 


t was poor and there : iu 


n some areas election booths | 
sould not be set up because. 
some local officials refused to: | 

















'| ference under a new scheme 


ity has expelled. 197. stu-.| wealth students. London has 


for overseas students by M$161 : 


| then next three years 


| teriorated badly when univer- 


shot dead in an enceunter with 





them: |-d 


| bushed a heroin caravan from 


Baht I million (US$44,247) re- 


te ced to death in absentia in 
late 1977 after his escape fol- 








144 kgs of droge. 
















esians are régis! 
8 while Hind 







2% апа 1% 1 

Christians ‘make up about 6% 
of the population. 

harto's move is seen to: be 
line with the state ideology. 
fancasila which requires every 
onesian to. believe in God 
but allows him to choose freely 
from among the various reli-: 
gions. -- SUSUMU АКОН ЫА 


oki aid 

British Government has 
nnounced that it will give |. 

ysian students special pre- | 










providing additional scholar: 
ships, mainly. for. Common 


increased. its financial support 


million (US$70.3 million) for: 


ign student from ou 


elations with. Malaysia’ d 


notorious drug-king 


"One of Thailand's most wanted (4 


drug traffickers, Lao Su, was 


“Border “Patrol Police 
near the Burmese bor- |^ 
п February 11. Military 
reports said the BPP forces am- 





urma in northern Thailand. 
ao Su, one of two men killed 
an exchange of fire, had a 


on his head; He was sen- 


lowing his arrest for. possessing 










DNEY TASKER: 


‘investors are flocking to the 


‘Seoul, Taejon, Chonan and the 
southern 


Econoitt 




















foreign-debt .. 
‘which ‘currently . amount . to 





4 be ‘spent. in fiscal 1983-84, 
| which begins on April 1. Buthe | 

























added that the 1983-84 budget 





‘The South. Korean Govern- 


| US$23,5.. billion: Commerce 


Educa- | | i 


J. South Eoas 
of Construction 15 


; would require 
pproval. Prices 
sing (including 

ats) and industrial sites; have 
isen by as much as 100% in the 
e months or so, with 
he country anticipating a new 
s öf development projects 
for industrial purposes as well 
as in preparation for the 1988 
Olympics: In the face of con- 
tinuing recession, cash-laden 


property market in search of 
high. yields. If the new resttic- 
tions are enforced, the areas 
most likely to be affected. 
would be towns in and around 





resort island of 
Cheju., 


indonesia has US$26 


lórdinating Minis- 
er Widjojo Nitisastro has said 
hat out of Indonesia's total 
commitments, 


US$26 billion, US$I6 billion 


n-US$10.. billion, 
07653. 9 ‘billion is budgeted to 






explained that some of these 
loans, being export credits, 
cover only a portion of project 
costs and hus an additional 







$ was recently. ‘sought. He 


ment is leaning on the coun- 
{туз 10 large general-trading 
companies, which include 
Daewoo and Samsung, to in- 
crease their share of merchan- 
dise exports to 57.8% of the 
total in 1983. This calls for an 
increase of US$300 million to 
US$13.6 billion from the na- 
tion's total year-end goal of 









and Indust 


тт SHIM JAE HOON | : 


эгса m ight also adopt the In- 
donesian pattern of linking ex- 
ports with imports by way of a 


counter-trade policy. 


The government's export 
emphasis this year will be on 
higher value-added — items 


through quality improvement 
d 





and technological innovation, 


| Kim said. The general trading 
'companies, however, are ask- 


ing for preferential interest. 
rates on their export-financing 


loans, from the current 10% a 


year to 8:995. Japan offers 6% 
and Taiwan 8.25%, they said. 
COO SHIM JAE HOON 


San Miguel battle 
moves to the courts 

The battle for board control of 
San Miguel Corp. of the Philip- 


pines. (REVIEW, Feb... 10). has 


moved from the stockmarket 
to. the courtroom. A: lawyer 


| supporting. Ayala Corp, chief 


Enrique Zobel, filed.à suit on 


: February 8 against San Miguel 


chairman Andres Soriano, al- .. 
leging that à marketing outlet, 
SM Marketing Corp., violated 


а retail-trade. nationalisation 
Јам and anti-dummy law by С 


keeping certain operations 
normally restricted to Filipinos 
in the hands of foreigners, 
Soriano maintains . United 

States.citizenship. ` 
Within a week.a Soriano law- 
yer representing "stockhold- 
ers" filed à letter with the San 
Miguel board urging the expul- += 
sion of Zobel from the vice- 

chairmanship. | 
— GUY SACERDOTI 


Japanese finns win 
Asian contracts 


Japanese trading house Maru- 


beni Corp. says it has won two 
large contracts in Southeast 
Asia. With three other Japan- 
ese companies, Marubeni was 
awarded a contract to build a 
¥90 billion (US$383 million) 
steel plant in Mindanao, south- 
ern Philippines. The consor- 
tium — Marubeni, Kawasaki 
Heavy Industries, Kobe Steel 
and Ube Industries — will sign 
a formal contract soon with the 
Philippine side, after agree- 
ment on terms of export credits 
from thé Japanese Govern- 
ment. Marubeni and Nippon 
Kokan, with Brown and Root. 
Inc. of the United States, also. 
won a ¥51 billion contract for 
the development of natural gas 
in Sabah, Malaysia. 

M KET ARP 













HANOI STIRS IT UP 


. Thai intelligence sources have 
confirmed the existence of at least 


five Vietnamese-run training camps |: 


! в; opposite Thailand's 
rtheastern border, where pro- 
f the Pak | 


| ambassadors i in Bangkok: to 


jt ccompany him on the trip. To the . 


| «prince's great annoyance the 

'ambassadors excused themselves, 
saying that the date of the visit. ` 

d with a pre-arranged Asean . 

meeting. Deputy chiefs of the | 
mission were unable {0 accompany - 
the prince because they also had to : 
; attend the meeting. Observers 

elieve that the Asean decision | 
stemmed from concern among the : 
| attheir backing for ће ` 

r Roug onia be diseregt. 


;BANGLADESH 

: More than 150 senior civil servants were 

| dismissed after defying orders to return from 

«abroad, the government said (Feb. 9). One 

erson died and more than 100 were wounded 
in Dhaka between police and : stu- 


former irn communist party secretary 
were implicated in: a. bribery scandal, the 
-Workers Daily said (Feb. 11), Several people 
„were injured and houses collapsed in an 
^ earthquake in the Xinjiang Uighur autonome 
“ous region, Xinhua newsagency said (Feb. 


‘Phoolan Devi. surren- 


: of the Pakist 


| January 28 to Fe 








DHAKA'S FOREIGN LEGION 


A contingent of 10,000 Bangladeshi 


troops is to serve with the Saudi 
Arabian armed forces, replacing one 
j divisions there. The | 
Pakistani division has been aes 


to an unspecified Gulf country. A 


10-member Saudi military 
delegation angladesh from 


| has waived taxes on a number of 


loans.to quasi-government entities 


;asitseeks to stimulate foreign 
"lending. Some bankers have been 


told discreetly by Peking that loans 





| interview to Andre Rousse! 


i 
| 





with a 0.5% sp | 
London inter-bank o 
(Libor) could be exempt fro 
The bankers were: ki 
wake of reports in t e Japa 


economic dai 


taxes on "preereniial i 
than 0.5% over Libo 


Foreign Minister Hun Se ү 

correspondent of the Frenc 

communist newspaper L'Humani 

‚ In an interview with Agence Fr: inc 

|! Presse several days earlier, Sen's 

алкы counterpart, Nguyen 
Co Thach, reportedly interpreted 

| Sen's September 18 statement as 

| suggesting that the prince might be 

allowed back to Cambodia and 


might even run for election if he’ 


dumped the anti- Vietnamese 
coalition government of Democratic 
Kampuchea. However, Sen · 
reportedly told Roussel that if 
Sihanouk were to return he would 


| be treated as a prisoner of war. 
Roussel wrote the story but his 


editors in Paris sát on it. 








déred to authorities ina ceremony in Madhya 
Pradesh (Feb. 14). Atleast 100 people died in | 
violent inter-tribal clashes in Assam, press re- 
ports said. Two federal cabinet ministers were 
dropped in a minor government reshuffle 
(Feb. 15). 


JAPAN 
Opposition parties formed an alliance in а 
bid to oust from parliament former prime 


| minister Kakuei Tanaka who is accused of | 


being involved in the Lockheed bribery scan- | 


dal (Feb. 9). About 5.000: people attended a 
rally in Nagaoka demanding Tanaka's resig- 


| nation from parliament (Feb. 14). 


MALAYSIA ; 

Sri Lankan multi-millionaire Philip Upali 
Wijewardene was among six people on'a pri- 
vate aircraft which disappeared shortly afterit 
took off from Kuala Lumpur (Feb. 14). 


NORTHKOREA ` 
More than 100.000 people demonstrated їп 


Pyongyang against military exercises involv-. 


ing United States ‘and South Korean troops, 
the North Korean Central News Agency said 
(Feb. 9. ; 





PHILIPPINES 

Government troops killed. 27 com un 
insurgents ín the southern’ Philippir 
armed forces spokesman said (Feb. 9 
about 300 people demonstrated. 


sions of a presidential order which 
the powers of government censors. (Feb, I 


SINGAPORE 
Malaysian Deputy. Prime Minister Datuk 
Musa Hitam stanen an official vis 


SRI LANKA 

A cabinet minister and 16 MPs of the ruling 
United National Party resigned their par- 
liamentary seats (Feb. 10). f 


TAIWAN 
A Chinese Thai businessman was sen- 


4 tenced to five years in prison for attempting to 


help China set ир ап electronics factory, the 


«Taiwan Garrison Command said (Feb. 11). 


THAILAND 

Drug. king Lao Su was shot dead by Thar- 
border police near the Burmese frontier, Thai 
authorities said HEP, If). 





The invisibl 

e SIDIC D 
66 What production factor is 
all around. us but cannot be 
seen? What is absolutely neces- 
sary for any kind. of work but 
cannot be bought? 

It's aix. 

Whatever kind of work you 
do, you need at least two litres of 
fresh air every four Or five seconds to do 
it. But in every branch of industry there 
are jobs where the supply of fresh air is a 
problem. Dust, gases and fumes can, in 
high concentrations, be a health risk to 
workers. Even in smaller amounts they 
can reduce output. 


In Finland the safety rules are 
among the strictest in the world. That’s 
why we, at the Kemira Safety Equi 
ment Factory, have to work especially 
hard to solve these problems, ix solu- 
tion of which will benefit both employer 
and employee. 99 


ALLE SUOMINEN, ACTIVATED-CARBON RESEARCHER, 
KEMIRA SAFETY EQUIPMENT FACTORY 
















NEW RISK — NEW FILTER 
Cleaning the breathing air is not as 
easy as you might think. No single 
filter is safe against all gases. That’s 
why we in Kemira have developed 
a convertible filter system: as the risk 
changes, you change the filter. 

Another problem we've solved 
is comfort. You have to be able to 
wear the mask and still do your job 
properly, or else there’s no point in 
the protection. Our third problem 
has been to develop safety measures 
cheap enough for all employers to af- 
ford. 
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xduction factor. 
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Producing protective equip- 
ment is just one part of the work of 
Kemira's Industrial Chemical Divi- 
sion. Who else could be a better ex- 
pert in safety equipment than a com- 
pany that needs it in its everyday 
work? 


THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world's leading manufacturers of fer- 
tilizers. We want to do more than 
just sell our products: we want to 
solve our customers' problems. 

Kemira has specialist knowhow 
in the important branches of the 
chemical industry. We develop prod- 
ucts that improve the output of 
food and other basic human needs, 

But we are not too large to 
ignore problems of a smaller size. 
Kemira uses the chemical industry 
to solve our customers’ problems. 
What is your problem? 


Kemira Oy, Fertilizer Division: fertilizers, 
pesticides. Industrial Chemicals Division; 
industrial and specialty chemicals. Safety 
equipment. Sáteri: viscose fibres. Vuori- 
kemia: titanium dioxide. Vihtavuori: ex- 
plosives. Technical Exports: complete pro- 
jects. Tumover 1981: USS. 750 million. 
Personnel: 6,800. For further information, 
please write to our Director-General: Mr. 
Yrjö Pessi, Kemira Oy, Malminkatu 30, 
00100 HELSINKI 10, Finland. 
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y Cheah Cheng Hye 
la Lumpur: A political storm is brew- 
ere over the. activities of- the 






umiputra in Hongkong. Finance Minis- 
r Tunku Razaleigh Hamzah, the politi- 
an most closely identified with the bank, 









k Bumiputra — the largest in Asean in 
terms of assets — is likely to undergo a 
shake-up. ya | : 

The bank has been among the most 
generous — some say among the most 
reckless — of lenders'to Chinese property 
_ developers in Hongkong, giving the loans 
_ Via its subsidiary there. As bank, it is en- 
itled to seek business with any racial 
group inside or outside Malaysia. But cri- 
$ point out that it is specially entrusted 
with helping bumiputras (Malays and 
Other indigenous peoples), and should 


activities. Indeed, the issues involved go 


ch questions as whether public funds set 
de by the government for bumiputra 
uses are being properly used. 

An insider in the United Malays Na- 
nal Organisaton (Umno), the dominant 
ty in the National Front coalition gov- 
ment, told the REVIEW: “The bank is 











The Malays have definitely lost. face. 
eads must roll." Increasingly, the issue is 
guring in discussions at Umno’s local 
ranches across the country and the out- 
ome of such talks at grassroots level will 
ltimately be reflected in party elections 
hich will determine the nation's leader- 
hip. 

The first shot to be fired publicly in the 
icipient row has come from Deputy 
rime Minister Datuk Musa Hitam, a po- 
tical rival of Razaleigh. In a clear refer- 
nce to the bank's involvement in Hong- 
kong, he called on institutions set up to 
elp bumiputras to return to their original 
bjectives. There has been a trend in the. 
cent past for such institutions to expand 



























speech to mark the opening on Feb- 
гу 4 of a Bank Bumiputra branch in his 
ome state-of Johor: Of course; interna- 
onal wheeling and dealing was always at- 
ctive to bank officials since it entailed 
avel to such places as Néw York and 

ongkong, he added. 
It seems likely that before Musa made a : 
speech as sensitive as this, he would hav: 











Mahathir Mohamad, and thereby secured 
his implicit approval. But whether this was 


12 





an. Government-owned  Вапк |. 


| a particularly awkward. spot, and | 





have been especially cautious in its other 


9 the heart of domestic politics, involving | 













supposed to be a model of what the | 
Malays can do. What we now have is 
lenty of ammunition for the non-Malays. | 















too fast in international activities, he said | 


forewarned Prime: Minister Datuk Seri.|]. 









[ty 

public. Some quarters were known to. 
have felt that the matter was best dis 
ed behind closed doors to safeguard the. 
country's image and preserve an appear- 
ance of unity. "However, even if the 
leadership now wants to keep the lid on. 
the affair, events and revelations may | 
have gone beyond its control and made à 
degree of public accountability unavoida-- 
ble. ES Mv * к 

In June 1981, Musa beat Razaleigh in а | 
bitter contest for the deputy presidency of - 
Umno, a post which usually carries with it 
the deputy prime ministership. The scars 
have yet to heal. Razaleigh can now ex- 
pect the Bank Bumiputra issue to be 
raised at the Umno general assembly in | 
June.and to be kept alive until the party 
elections (held every three years) sche- 
duledfor1984. ^. ' o 
At Bank Bumiputra itself a crisis atmos: 




















Kuala Lumpur: It would : that a 
small group of men made the | Cisi 
at Bumiputra Malaysia Finance (BMF), 
the deposit-taking company whose loans 
threaten to trigger a political row in 
Malaysia. BMF, a wholly owned Hong- 











Bumiputra, has only two directors, the 
minimum permitted by law. The two, Lor- 
rain Osman and. Hashim Shamsudin, are 
also key directors on the parent bank's 















as the subsidiary's operations were said to - 
have been supervised directly by the par- 
entsboard. — ^ 2 Ж 
" The two directors are b 






ased in Kuala 
eral manager of BMF, Ibrahim Jaafar, has > 


indicated that he had little or 
make major loa 


kong-incorporated subsidiary of Bank | 


board. That must have been convenient, | 


Lumpur, and the Hongkong-based gen |. 
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I ank ‘officials have ducked behind a. 


Ы wall of silence, turning away repeated 


attempts by the REVIEW to elucidate such 
questions as how. much money was lent, 


| why the loans were made and what the — 


prospects of recovering them аге, How- ` 
ever, an informed guess is that loans to the... 
three property groups are in the region.of 
US$269 million. The board of BMF com- 
prises two directors — Lorrain, Osman 
(chairman) and Hashim Shamsudin, both ` 
thought to be long-time associates of the 





finance minister. They are also on the - 


Parental responsibility 
Decisions on loans to Hongkong property concerns. 
apparently were тайа | y Bank Bumiputra directors 





appears to have been short-citcuited. The” 
REVIEW understand t the division's 
senior general manager, Rais Saniman, 
was not involved. in BMF's operations 
until problems arose. He was then asked 
^to help sort-them out and has been com- 
типе to Hongkong to do so, sources say. 
A more: normal procedure would have 
been. for, the. division to oversee. the 
subsidiary's operations from tlie start. 
‚Мо Bank Bumiputra or BMF official 
will discuss the issue with the press. An in- 
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board of the parent bank, Hashim with the 
title of executive director, making him the 
No. 2 man. : 

The top job at Bank Bumiputra — that 
of executive chairman — has been held for 
the past 11 months by Nawawi Mat Awin, 
an appointee of the Mahathir administra- 
tion. Nawawi, an accountant, was head of 
the bumiputra agency Mara. In his recent 
speech, Musa praised Nawawi for bring- 
ing the bank back to its original policy, 
but, conspicuously, he did not mention his 
predecessor, Tan Sri Kamarul Ariffin. 

, Kamarul, who was the bank's chairman 

- for six years, now attends to private busi- 
ness interests, though he remains a direc- 
tor. 

Bank Bumiputra, now the biggest bank 
in Malaysia, started operations in 1966 
with public funds channelled through the 
Ministry of Finance. Indeed, one of 
Razaleigh's political assets was his per- 
sonal identification with the tremendous 
growth of Bank Bumiputra and other in- 
stitutions aimed at helping the Malay com- 
munity. He was executive director of the 
bank for several years before taking up the 
finance portfolio in 1976. 

In 1981, 70% of the ministry's shares in 
the bank were transferred to another gov- 
ernment institution, Permodalan Na- 
sional Bhd (PNB), which was charged 
with acquiring equity for eventual sale to 
bumiputras. PNB, in turn, has passed part 
of its holding to its subsidiary, Amanah 
Saham Nasional, the unit trust scheme 


val are worsening (REVIEW, Jan. 27). 
Also unknown is what kind of security 
BMF received: whether it is in the form of 
property, shares or guarantees from one 
part of the Carrian group for loans to 
another. But BMF is thought to be a 
major lender, having been in the picture 
since Carrian's early days. One source put 
its exposure at US$150 million. However, 
there seems to be no substantiation of 
rumours that important Malaysian in- 
terests were directly involved in the 
group's promotion and ownership. 

If the exposure is indeed USS! 50 mil- 
lion, it would mean that BMF lent a total 
of US$269 million to Carrian, Eda and 
Hsu. Bank Bumiputra group’s capital and 
reserves at the end of 1981 were M$603 
million (US$263.3 million) and total as- 
sets were M$14.4 billion. 


ronically, Carrian may have damaged 

Malaysia in a different way than at first 
thought. One myth about Carrian was 
that it has access to huge sums of flight 
capital from nervous Chinese in Southeast 
Asia, including those from Malaysia. In 
fact, Malaysian money which went into 
Carrian came from Bank Bumiputra's 
general depositors. Whether any profits 
from Carrian property and share transac- 
tions found their way back to Malaysia re- 
mains a matter for speculation. 
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A handshake for Razaleigh from Musa: coming out fighting? 


aimed at bringing share ownership to less- 
advantaged bumiputras. The unit trust, 
which has more than 800,000 investors, 
now holds 7-8% of the bank in its own 
right. With such a background, anything 
that goes wrong at Bank Bumiputra can 
turn quickly into a major issue at grass- 
roots level, and the Finance Ministry 
could hardly avoid getting involved. 
Early in December 1982, Deputy Fi- 
nance Minister Sabaruddin Chik had told 
the press he was "not unhappy" over the 
operations of BMF in Hongkong. *We be- 
lieve everything is under control," he said. 
In à recent telephone conversation, the 
REVIEW reminded him of his remarks. He 





BMF has not provided a dividend to its 
parent since it started business in 1977. Its 
latest annual report, for the year ended 
December 1981, showed that the parent 
pumped in fresh capital of HK$67.5 mil- 
lion (US$10.2 million) to bring BMF's 
paid-up capital of HK$75 million. 

The annual report also listed HK$1.9 
billion as an *amount due to parent com- 
pany." This indicates that it was funding 
its loan book from its parent rather than 
the Hongkong interbank market. If so, it 
would find itself facing foreign-exchange 
as well as direct-loan losses. Loans to cus- 
tomers in 1981 totalled HK$1.29 billion, 
an increase of 264% over the previous 
year. That the subsidiary is no insignific- 
ant part of the Bank Bumiputra group is 
evident from a comparison of its 1981 re- 
port with that of the group as a whole. 
BMF had 6.7% of the group's total capital 
and reserves. [ts contribution to group 
after-tax profit was 0.3%. 

To a large extent the supervision of 
BMF was the parent company's reponsi- 
bility. The principle of parental responsi- 
bility is followed by many countries which 
play host to foreign banks and their sub- 
sidiaries. Last year BMF acquired a depo- 
sit-taking company (DTC) licence in 
Hongkong, elevating it to the small group 
of elite DTCs 

In this connection, the Bank Bumiputra 


pointed out that they were made more 
than two months ago. Do they reflect his 
views today? “No comment," he replied. 

Sabaruddin was told that refusal to 
keep the press informed would only en- 
courage speculation. "Go ahead and 
speculate all you want," he said. He was 
told of the theory that the issue could be 
politically damaging to Razaleigh. *No 
comment," he answered. "Talk to the 
minister yourself." Razaleigh was not 
available for comment. Neither was 
anyone at Bank Negara (the central 
bank), which oversees the financial sec- 
tor. 

Meanwhile, an unidentified BMF offi- 





board had to issue a letter of comfort ef- 
fectively guaranteeing the operations of 
its subsidiary. This letter had to be ap- 
proved by Bank Negara (the Malaysian 
central bank), whose inspectors are 
understood to have visited Hongkong at 
that time. Normally, DTCs are not al- 
lowed to lend more than 25% of their capi- 
tal and reserves to any one customer. But 
the letter of comfort meant that BMF 
could operate outside this rule. 

Whatever the outcome of the situation 
in Hongkong. it would be surprising if 
Bank Bumiputra does not reform its ope- 
rational procedures. Indeed, mounting 
political pressure may well cause it to re- 
treat internationally and concentrate on 
its domestic operations. Whether an inter- 
national retreat is in the bank's — or the 
country's — best interests is questionable, 
however. A bank of the size and stature of 
Bank Bumiputra has a legitimate interest 
in overseas operations. Indeed, the group 
now has offices in such locations as Lon- 
don, New York, Tokyo and Bahrain, in 
addition to its DTC in Hongkong. Ulti- 
mately, the controversy over the Hong- 
kong operation concerns the question of 
how the bank supervises and administers 
its operations, rather than whether the 
bank shóuld be overseas. The two issues 
should not be confused. 

— CHEAH CHENG HYE. 
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lled Indonesian Islamic State (Negara 
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arges ‘of subversion. Most of those 
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Darul Islam movement, which fought for 
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ritics of Ra 
have had 


ment in his home of Kelantan, a 
former opposition stronghold. 

Against-this, however, must be set the 
liabilities. Razaleigh's reputation has yet 
to recover from his'defeatat Musa's hands 
in the 1981 part elections. That hé has 
been closely linked.— at least by bis critics 
— with certain Chinése businessmen must 
be regarded as a liability in the eyes of the 
constituency that really matters: the 
Malays. 


But he has had previous: brushes With. 


potentially damaging business associa- 
tions — including Haw Par and Mosbert 
— and emerged unscathed. His: skills 
could be severely tested hy the Bank 
Bumiputra issue but hisown keen grasp of 
grassroots politics is not to be underesti- 
mated. 


Look ok Right, look Left, look out 


alleged Muslim extremists are brought to 
il on the eve of the congress session 


па; As if to underscore intensified, | vided on what the g government i is trying to 
achieve arid whether it will succeed. 


|: When Attorney-General Ismat Saleh 
Announced the trial early this month, he 
said that the suspects, who had been re- 


| habilitated by the government by 1963. 
had pledged soon afterwards to carry on 


the struggle of the lite Sekarmadji Marid- 
jan Kartosuwirjo. the charistnatic leader 


bf Darul Islam. They had organised ` 


underground movements in West: Central 
and: East Java, Aceh, С entral and South 
Sumatra and Sulawési and misused aid 
given by the government to consolidate 


their strength, Saleh said. He added that 
the NH leaders tried to use their preaching 
to тске Muslims and tried to infiltrate 
| government institutions. 







At the trial; the public prosecutor 
claimed" that ‘the NIT leaders had suc- 


| seeded in recruiting as many as 1,500 new 
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The government moves to : 
stem student violence, and 
arrests opposition Waders: 







By $. Kamaluddin 
Dhaka: After bloody day-long clashes be: a 
tween Dhaka University students and the 
police on February 14, the government 7 а 
imposed a night curfew in the capitals» 
closed down the university and) ordered 
resident students to vacate their dor: 
mitories in à move intended to “halt grow- 
ing and calculated student violence aimed’. 
at disrupting peace and angi ` 
Dhaka." ; 
But violence doris o 






Chittagong and Rajshahi forcing the ; au 
thorities to close down all educational in- 
stitutions in the country until February 27. 
Initial reports indicated that the casualties 
included at least four dead and more than 
100 injured. 

Also on February 15 the authorities ar- 
rested some 30 political leaders belonging 
tothe 14-party alliance formed recently to 
demand restoration of democracy. Promi- 
nent among those мо меге detained as 
they were holding a meeting to discuss the 
student situation were. Awami League 


-chief Sheikh Hasina Wajed — daughter of 








Officials at the MPR and pads nt sec- 
retariats, Е tax office апа some uni- 
versities and high schools were among 
those who had joined the NH, the pro- 
secutor- said. Bourges told the. REVIEW 
that. some parliamentary staff members 
were arrested in 1981, after starting prayer 
meetings which allegedly became politi- 
cised and critical of. government policy. 
The sources were not aware; however, 
that the Nil group, most of whom have ap- 
parently been detained since 1981. had 
been behind the parliamentary group. 

What exactly the NH group preached 
has not yet been made clear. The principal 
defendant. Adah Djaelani. who allegedly 
calls himself head of state, dismissed the 
suggestion that the NH had contemplated 
another armed str uggle with the Indone- 
sian Government, “Ls it eae for me to 
revolt against the [well тей govern- 
ment merely with small sticks?" he was 
quoted as saying in court. 

Djaelani admitted that the NIE. had 
been proclaimed but stressed that this was ^ 
in 1949 when the d to relin- 
| quislrIndonesi colony. The concept 
| of the NH. “evaporated” when Kar- 
 tosuwirjo was wounded and c: iptured by 
government. force authorities i iss ed 





са to sorrend | 













Mujibur Rahman — and 
a former foreign minister. 

In its first show of force since it came to 
power in a bloodless coup 11 months ago, 
the martial-law regime appeared deter- 
mined to stem the student violence. As 
army trucks with mounted machine guns 
began patrolling the tense streets of the 
capital on February 15, one source told 
the REVIEW that the military authorities 
would not give way in the face of street 
violence and that they were prepared to be 
tougher if necessary. 

Events seem to have escalated swiftly 
since February 6 when two student groups 
clashed in Dhaka (REVIEW, Feb. 17). 
Even on February 14, when the first major 
confrontation between students and the 
government occurred, the police seemed 
to be handling the situation with restraint. 
The confrontation began when the stu- 
dent action committee of the 14-party al- 
liance led a huge procession to break a 
police barricade set up where the Dhaka 
University campus adjoins the Education 
Ministry building and the Government 
Secretariat. 

The action committee had declared ear- 
lier that it would stage a sit-in in front of 
the secretariat building to protest against 
the government’s educational and other 
policies. Initially, the police used batons, 
water hoses and tear gas against the stu- 
dents who were throwing house bricks. 
But as the student mob began to break 
through police ranks, the police opened 
fire. Police sources maintained they had 
fired blank rounds only, but in the melee 
more than 100 students and 63 policemen 
were injured and one man identified as 


ee 


said. He went on to claim that the congre- 
gation he formed in the 1970s was by no 
means aimed at reviving the Darul Islam 
movement but was geared to promoting 
religious education among its members. 

Accepting Djaelani's testimony. some 
observers tend to believe that the trial was 
staged for political purposes. But the pro- 
secutors have insisted that the NII leaders 
tried to replace the state ideology, Pan- 
casila, and the Constitution of 1945 — two 
sacrosanct documents — with Islamic 
laws, and had sought to undermine and 
overthrow the legal government. Al- 
ready, some of Djaelani's former asso- 
ciates have testified that the NII group did 
indeed attempt to form an army and ob- 
tain weapons, approaching the Saudi Ara- 
bian Embassy for financial support. Some 
admitted that they organised robberies for 
the NII and received fixed percentages of 
the proceeds. 


t about the time that Saleh announced 

the trial of the NII leaders in Jakarta, 
there were reports from Medan in North 
Sumatra as well as Magelang and Solo in 
Central Java, that Muslim fanatics for- 
merly tied with Darul Islam had been ar- 
rested or jailed. The overall effect of such 
news has been to impress upon the public 
that the Darul Islam movement — the 
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Ershad: talks with student leaders. 


Zainul Abedin, an electrician, was knifed 
to death. з 

А day before the riot, Home Minister 
Mohabbat Jan Chowdhury had said that 
the government did not want to be harsh 


with students and recalled that Lieut-Gen. | 


Н. M. Ershad, the chief martial-law ad- 
ministrator, as well as his education minis- 
ter, had discussed the students' problems 
with them on several occasions and dealt 
with specific grievances. 

Chowdhury pointed out that the gov- 
ernment's liberal attitude was being inter- 
preted by some politicians as a sign of 
weakness, But he also warned the stu- 
dents that the authorities would not hesi- 
tate to take drastic action to maintain 
peace on the campus. So it was felt that as 


classic example of extremism of the Right 
— is not quite dead. 

Some feel that the government timed 
the trial of the МИ group with political ob- 
jectives in mind, a claim that was made at 
the time another Muslim extremist, Imran 
Mohammad Zain, was brought to trial last 
year. Imran was sentenced to death just 
two days before the start of the long cam- 
paigning period leading up to the general 
election. The NII trial may serve as a re- 
minder that a threat against the MPR ses- 
sion exists and may justify the security 
precautions taken by the government, 
some say. The apparent existence of an or- 
ganised, nationwide conspiracy may rein- 
force the raison d'etre of government or- 
ganisations which are expected to cope 
with it, cynics suggest. Others feel that the 
trial may deter those who, perhaps un- 
known to the government, may be plan- 
ning to cause trouble at the time of the 
MPR session. Some Muslims see the trial 
as a bid to discredit Muslims, but the gov- 
ernment stresses that this is not the case. 

The New Order government has often 
blamed extremists of the Right and the 
Left for social and political disturbances. 
On the Left, remnants of the Communist 
Party of Indonesia are the obvious targets, 
though these are supposed to have been 
all but wiped out. 










arcade outside the gover 
offices the authorities would 
straint. 


Meanwhile, the student action commit- | 


tee was disgruntled with the lukewarm 
support it was receiving from various poli- 
tical parties, especially the largest, the 
Awami League. However, after the Feb- 
ruary 14 riot, party leaders went to the 
campus to lend their support to the stu- 
dent cause though they did not endorse 
openly the action committee's call for à 
general strike the next day. The au- 
thorities moved swiftly to close the cam- 
pus and impose a curfew. 

In a related development, some Islamic 
fundamentalists lent their support to the 
students. Ironically, members of the stu- 
dent wing of the fundamentalist Jamate Is- 
lami party were beaten up by action-com- 
mittee followers on February 6. But, in an 
apparent decision to oppose the Ershad 
government, Jamate Islami decided to 
support the student action committee's 
demand for restoration of democracy. A 
highly placed source within Jamate Islami 
told the REVIEW that the Ershad govern- 
ment had caused more harm to Islam than 
any previous government of the country. 

There is another ironic twist: the stu- 
dent unrest followed Ershad's January 14 
statement favouring the establishment of 
an Islamic state in Bangladesh. As Er- 
shad, a practising Muslim, is not known to 
be a religious fundamentalist, his state- 
ment surprised many people. Thus his 
military government is now faced with op- 
position from secular as well as fundamen- 
talist forces, not to mention the political 
parties. m 


aE 


For a time, many rightist disturbances 
involving Muslims were blamed on a 
Komando Jihad (holy war command), 
which was portrayed as a nationwide 
movement. The Muslim leaders com- 
plained that there was no such command, 
admitting, however, that there might well 
have been small cells of isolated fanatics. 
The student riots against the visit of 
former Japanese prime minister Kakuei 
Tanaka in 1974 were blamed by at least 
one official group on the defunct Indone- 
sian Socialist Party and the banned Mus- 
lim group, Masyumi. 

Whether and to what extent the govern- 
ment believes its own explanations is not 
clear, observers say. But as one foreign 
scholar pointed out: "The practice of find- 
ing scapegoats and the refighting of old 
battles inhibit [understanding] and post- 
pone effective response to new kinds of 
conflict in altered circumstances." Obvi- 
ously, some Indonesians agree with this 
view. Concerned that the country's seri- 
ous social and economic problems were 
not being addressed, an editorial in one 
local newspaper commented: “Those are 
some of the thoughts that should now be 
keeping knowledgeable nationals busy for 
the right answer, not the Pancasila blah- 
blah or some delayed trials of defunct 
closet skeletons.“ 
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to maintain the country’s political status quo 


... By Paisal Sricharatchanya and Rodney Tasker 


Bangkok: The relentless army-backed 
drive to persuade parliament to change 
Thailand's constitution — and by doing so 
preserve Thailand's current quasi-demo- 
_сгайс system — has run into an unex- 


|. pected rearguard action by two major po- 


litical parties. As parliament convened for 
a special session on February 10, the ques- 
tion of whether the army and its allies in 
_ parliament would have their way was 
thrown wide open when the leading par- 
ties publicly reacted against the army's 
stance, which they saw as leading to a re- 
turn of dictatorship. 

The scene was thus set for a crucial de- 
bate between liberal forces bent on allow- 
ing Thailand to pass into a 
new era of democracy, and 
. more conservative elements 

. whowant to keep the current 
system inorder toensure that 
ў military retains its sub- 
stantial stake in the country's 
political system. The debate 
was scheduled to begin on 
— February 18, the day when 
two constitutional. amend- 
ment motions also were due 
to be debated by the special 
parliamentary session. 
. One motion, which has 
_ been promoted by army 
for three 
amendments to ensure: that 
voting. in the next general 


constituencies rather than provinces, with 


. Voters permitted to choose individual can- 


didates rather than having to vote for a 
party slate; that key powers of the ap- 
pointed Senate (nearly two-thirds of its 
members are serving or retired military of- 
ficers) are extended for four years, and 
that government officials, including mili- 
tary officers, be allowed to take up 
cabinet appointments. The motion was 
drawn up by the leader of the small 
Siam Democracy Party, Col Phol Roeng- 
prasertvit? 

A counter-motion, proposed by the So- 
cial Action Party (SAP), calls for the con- 
stitution to be amended only on the vot- 
ing-system issue. If this motion is passed 
by parliament, it would result in the Sen- 
ate’s powers being reduced and govern- 
ment officials would lose their right to be 
cabinet members from April 22 when 
transitional clauses in the constitution 
expire. 

The move to block the army-inspired 
campaign to retain the political status quo 
surfaced two days before parliament was 
convened. Sen. Chamlong Srimuang. 
former secretary to Prime Minister Prem 
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Tinsulanond and also a former member of 
a now-defunct group of Young Turk army 
colonels, was widely quoted in the 
Bangkok press as utging MPs and senators 
to oppose the proposed constitutional 
amendments. People should also let 
politicians know whether they "prefer 
democracy or would like to have dictator- 
ship reimposed on them," he said. 

Until Chamlong's public comments, it 
had been generally assumed that most po- 
litical parties were more or less рио 
to compromise on the proposed amend- 
ments,-however reluctantly. The amend- 
ments drive had been given a substantial 
boost in January when army commander- 


Saiyud: the military's role is not political. 


in-chief Gen. Arthit Kamlang-ek stated 
publicly that he supported them (REVIEW, 
Jan. 27). Arthit's statement was backed 
up with a warning by First Army Division 
Commander Maj.-Gen. Pichit Kul- 
lavanich that if politicians did not follow 
the correct course, and instability re- 
sulted, the army might carry out exercises. 


E: SAP leader Kukrit Pramoj, whose 
party has the largest bloc of MPs in the 
current parliament, had indicated that he 
would not present a major obstacle to 
passage of the amendments when he said 
the army-backed proposals were negoti- 
able. But then on the eve of the special 
parliamentary session, Kukrit announced 
that his party rejected all the amendments 
except the one on the voting system. “We 
oppose all forms of dictatorship," he was 
quoted as saying. This was a clear refer- 


‘ence to the army's hand in the attempt to 


amend the constitution and thus prevent 
the transitory clauses to be dropped in 
April. Kukrit was joined by Bhichai Rat- 
takul, leader of the Democrat Party, who 
had opposed the amendments from the 
start. 


ENT 


had intended all along to oppose the 
amendments, is not clear. However, many 
MPs could have been expected to resent 
the military's drive to change the constitu- 
tion because, if successful, it would effec- 
tively block the elected lower house from 
achieving its goal of full parliamentary 
democracy for Thailand. 

Any amendments to the constitution re- 
quire at least 264 votes, or more than half 
the membership of parliament, and judg- 
ing from past experience, neither motion 
to be debated in the special parliamentary 
session can be assured of easy passage. 
Apart from factionalism in both the Se- 
nate and the lower house, many legislators 
can be expected to be absent for the cru- 
cial vote. And in the Senate, the army can 
by no means count on unanimous support. 

Supreme commander Gen. Saiyud 
Kerdphol, a senator and a widely re- 
spected military administrator, told the 
REVIEW that the Supreme Command’s 
perception of how Thailand's political fu- 
ture should be developed differs from that 

of the army. He said that 
there were two schools of 
thought in the military. 

One, apparently held 
primarily by army leaders, is 
that the military should play 
a leading role in building 
democracy and, therefore, 
should bring its influence to 
bear on political parties. The 
other school, to which 
Saiyud belongs, believes the 
armed forces should concen- 
trate on improving its ability 
to carry out its national sec- 
urity mission. This school 
also believes that the mili- 
tary should let the politicians 
work out Thailand's future 
form of government, and 
only assist them in that mis- 

sion when necessary. Saiyud explained 
that the military's role is to keep law and 
order and not to build democracy. The 
army, he added, is fulfilling a security and 
peace-keeping duty and should not be a 
vehicle for political causes. 

While stressing the Senate's potential 
stabilising role, the supreme commander 
pointed out that politically motivated ap- 
pointments of military officers to the 
upper house, as a result of the military's 
involvement in politics, could upset the 
armed forces' traditional chain of com- 
mand. “The military has to be strong on 
two principles: command and leadership. 
If you get involved in politics, your chain 
of command is spoiled because some of 
the politicians look at their political games 
and try to get involved in your chain of 
command. They appoint somebody as 
senator, while the more senior officers are 
not appointed, and this is all confusing [to] 
the chain of command." 

Saiyud added: “We are saying more and 
more now that we are also an educated 
military; we are willing to accept politi- 
cians' rule. To be able to do that you have 
to build up strong political parties.” В 
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Excellence is achieved only through consistency and innovation. 


And subtlety. 


Certain kinds of excellence can only 
be achieved by people inspired by a 
common purpose to work together as one 
People sparked with rare determination. 
People with skill and finesse. And an 
underlying respect for subtlety. 

Not long ago, Renault came to Bankers 
Trust with some very special foreign 
currency needs: fixed-rate offshore 
Japanese yen. What we provided was the 
international reach and experience to 
execute an extremely complicated multi 
nation currency swap. 


Guided by an experienced relationship 
manager, Bankers Trust currency swap 
experts, money market professionals and 
corporate trust specialists from several 
continents worked together with skill, 
diligence and subtlety to fit together the 
needs of Renault with those of a 
Japanese financial institution and a major 
Latin American borrower. 

It is their extraordinary performance 
into which our philosophy translates. 
Performance which makes us stand out 
in our industry. And the kind of 


performance which helps make our 
clients first in theirs. 


Ё Д 
È 
Bankers Trust 
Company 
Worldwide 


An international banking network in 
over 35 countries. 


280 Park Avenue, New York, N. Y. 10017 


Member FDIC © Bankers Trust Company 


The Businessman’s Guide to Uncomplicating Asia 


"Mr Franks will be in K.L. Monday and Bangkok Friday. 
He wants an Opel Ascona but driver for mornings only. 
Both Airport pick-ups please" 


Avis have ironed out one of the 
major problems of doing business 
in Asia — getting about when you 
get there 

It's put an end to reliance on 
public transport and an end to the 
problems associated with hectic 
business schedules if you have 
rented a car before... the best route 
to take, where to park etc. Yet it 
gives you the freedom of a car 
whenever you want to take the 
wheel after business hours 

It's called the Avis Rent A 
Car & Driver Service 


Cars by the day, Drivers by 
the hour 

With this new Avis service, you 
get the best of both worlds. 

A driver to get you from appoint- 
ment to appointment, relaxed 
and on time, And a self-drive car 
for the freedom to go where you 
please when business is over 
because you only pay for your 








driver when you need him. Cost? 
As low as half that of a Chauffeur 
Drive Service 

Your Avis driver knows his city 
like the back of his hand.He speaks 
two languages including English, 
has a natural gift of friendliness 
and a thorough Avis training to 
make your trip as trouble-free as 
possible 

The Avis Rent A Car & Driver 
Service is now available in 
Bangkok, Hong Kong 








Jakarta, Kuala Lumpur, Manila and 
Singapore 


THE AVIS RENT A CAR & DRIVER 
SERVICE. THE TROUBLE-FREE 
WAY TO DO BUSINESS IN ASIA 


TRYING HARDER MAKES 
AVIS SECOND TO МОМЕ" 


Rent A Car & Driver Service 


y call our Sales Administrator 


eatiet 

please write 

Avis Rent A Car, Asia Pacific Headquarter 
Killiney Road РО. Box 40 


Singapore 9123. Те! 235 9142 


ti е Thailand e Tonga е Western Samoa 
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New roads. New dams. 
New industries, homes, 
and cities. In almost every 
field of construction, 
Komatsu builds the equip- 
ment it takes to get the job 
done. Even if it means building 
equipment that's never been 
built before. 
Like the world's first 
amphibious bulldozer. And the 
world's first remote-controlled 
seabed robot. 
Both of these Komatsu 
innovations have helped man 
achieve more than ever before. 
And they're typical of 
Komatsu's commitment to 
meeting the needs of builders 
the world over. 
In fact, as a total equipment 
manufacturer, we've for years 
offered builders a complete 
line-up of bulldozers, 
dumptrucks, and wheel-loaders. 
And now, we even have a wide 
range of hydraulic excavators 
that lets builders tailor the size 
of their machine to the size of 
their job. 
So when you want to reach 
further, dig deeper, or explore 
the unexplored, remember the 
name Komatsu. We build the 
equipment that builds a better 
world. 











ele KOMATSU 


Komatsu offices: Tokyo, Singapore. Jakarta. Manila, Bangkok 
Bangalore, Karachi. Beng. Sydney. Istanbul. Carro, Aiger. Dubai 
Tehran. Baghdad Jeddah, Riyadh, Damman, Nairobi, Abidjan 
Niamey. Lagos Johannesburg. Moscow. Warsaw. Brussels. Pans 
Madrid. Frankfurt, Stuttgart. London Habana. Buenos Aires. Panama 
Caracas. Lima. São Paulo, Bogota, Mexico City. Sar Francisco 
Oakland PhwWadelphia Detroit. Dallas. Atlanta. Chicago. Toronto 
Vancouver. and distnbutors in over 100 countries around the world 


WITH US, NO REQUEST 
IS TOO BIG OR TOO SMALL. 


ШШШ 
CONCIERGE 


P LINER Tampa f 


EA Shangri-La hotel: НОМС KONG 


Telephone: 3-7212111, Telex: 36718 SHALA HX 


WESTIN HOTELS 
Other Westin Hotels in Asia: 
Shangri-La, Singapore 
Philippine Plaza, Manila 
Chosun, Seoul 















‚ tation to a dinner party marking the 30th 
anniversary of the Indian. Chamber of 
Commerce of Hongkong, ara only. 
by the fact that, in 
illustrious names of 
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I have always 
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1967). Its ran 













invo dn portation of 
workers from India, forced to.work. for 
peanuts after the ployers have con- 
fiscated their: passports. The internal 
‘politics of the community and its some- 
times bitter factionalism have faithfully 
mirrored political life in the Subconti- 
nent. | 

Indian politicians have never really 
approved of the community, muttering 
darkly about a lack of remittances back 
to India; indeed some of the strictures 
sounded as if they were inspired by pure 
jealousy. Perhaps the chamber was:mis- 
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taken in asking the present prime minis- | 


ter to send a message marking the birth- 
day celebrations. The result was some- 
what cool: 
Prime Minister 
India 
Message 
I send good wishes to the Indian 


: Chamber of Commerce in Hongkong on: 


its 30th-Anniversary. 

The Chamber has contributed signific- 
antly to Hongkong's international trade 
and is serving prominent Indian business 
houses in Hongkong. It could perhaps 
do more for the promotion of Indian ex- 
ports to Hongkong and investments in 
India or in partnership with Indian fi firms 
in joint ventures abroad. 

INDIRA GANDHI 

New Delhi 

€ IN a recent cover feature (REVIEW, 

Jan. 20) we drew attention to the fact 

that, since the National People’s Con- 

gress, held the previous month in Pe- 

king, Chinese officials had ceased outlin- 
"jng various threatening scenarios about 
Hongkong's future and that the United 
Front campaign, evidently designed to 
alienate the people of Hongkong from 
its present government, had also ground 
to a halt. 

In fact, there is no need for such а 
campaign: the Hongkong Government 
is very efficiently alienating itself from 
the people, without outside help. 

As rents in Hongkong were rising over 
..the past five years to the dubious distinc- 
being the works highest, the 











government reluctantly 
controls, which restricted rent increases 
to about the prevailing inflation. rate — 
21% ‘every two years and later 30% 
every two years (though why landlords 
alone should be protected f rom inflation 
was-never explained). |... 

Meanwhile, the governn 
tered about the validity of 
— saying that, as the supply of apart: 
ments, commercial effice space and in 
dustrial land -increased, 
would be satisfied and prices would fall. 
Some prices and rents have fallen o 
the past few months — some by 13-15 
But somehow, residential rents have 







еп by much narrower margins, despite 


the fact that there are well over 30,000 
vacant flats on the market. 

Now the government has disinterred 
the idea of a "fair market rent," a con- 
cept which has nothing to do with return 


on capital or demand and supply. It ap- pe 
pears to be to force up rents nearer to | 


what people stuck with long leases at the 
levels obtained a year or so ago are pay- 


ing. A tribunal recently set the fair mar- | .. 


ket rent for a townhouse on the Peak at 
about US$10,000 à month. Now the gov- 
ernment is also proposing to abolish rent 
controls, allegedly because officials are 


-worried that they аге inhibiting land- 
lords from letting their premises. In. 
other words, though supply is outstrip- 
ping demand, the government appa-: 


rently expects the end of controls to re- 
sult in a new round of rent increases. 

e ТЕ only, 20 years ago, Lhad borrowed 
enough to buy or build an apartment or 
two (not that anyone would have lent me 
the money), Га have made my money 
back and repaid the interest by 1970 and 
for the past dozen years or so could have 
been enjoying fat profits — and govern- 
ment protection. 
e ITEM from The Star, Hongkong: 










' € The Contract for. Manda- 
tory. Power, endorsed by the: 
United Nations, would include 
words such as *'with consent of 
` China". The term would be the 
. same as that of the lease. 

The above suggestion, if 
materialises, would solve the 
sovereignty problem, save Chi-- | 
na's dignity, and to a great ex- 
tent maintain Hongkong's sin- 
dependence, stability, and 


| prosperity. 
























e THE Yellow Pages of the region's 
telephone books are always worth perus- 
ing. The Taiwan directory (its yellow 
pages happen to be blue) still carries the 
advertisement for Dr C. T. Lam, “VD 
specialist," who runs the County VD 
Clinic and who also describes himself as 
“The Special Doctor for, National As- | 
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e ANEWS item carried by Asahi Even 
| ing News, May 11, 1982: - 









“NEW DELHI ( uter) —A 
young customs ins 
tried to. swallow. 
hundred rüpee notes (уон 
337) when caught accepting a 
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й sentence, 


ө THE word for noodles in Chinese is 
in the northerr. dialect, mian, and in th 
south is usually transliterated as m 
However, a noodle soup manufacture 
in Taiwan, purchased by Richard Kóchl 
in; Switzerland, appears to enter. Ah 
realms of cannibalism: ; : 























MEN & SOUP 
ONE PACK. TWO TASTE 










* BUT, when it comes to cannibalism; 
Jim Jonesreckons that Violet Oon's Eat- 
ing Qut column in Singapore's Sunday 
Monitor takes the biscuit: 


Eat Vietnamese for 
a delicate m al _ 

















































hile Deng Xiaoping's reformist 
e fragmented: 


for a full decade. More disturbing for the 
leadership group around elder state 
Deng Xiaoping is the persistence of leftist 
titudes at all levels of state and party 
Werarchy. In most cases this is not true 
leftist zeal, but an obstructive. nihilism 
which seeks to avoid responsibility апа 
put up passive resistance to the Deng 
leadership's reformist policies. «— 
< Some 40% of the Chinese Communist. 
Party's membership of more than 39. mil- ` 





















eir coats in order t 

ause they are genuinely 

“past, -Left-extremist- attitude. was» 

ong. Others, however, have clung on; 
rrounded by like-minded cadres who 
feel betrayed ‘by Deng’s policies and the | 

smantling of Maoism. They are a for- 
midable opposition to his reformist pro- 
gramme, which needs boldness and broad-- 

indedness onthe part of young and mid: 
die-aged cadres if it is to be realised. 
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formist policies dominate China, 
oft bides its time for a future revival | 


dent is filled in accordance with decisions 


‘ments in the politburo. — 


„planner. He could well. be ill or- resting. 





At the same time, opposition to the 
Deng group's policies persists at high 





levels, though there it is more carefully: 
‘screened, Rumours, too persistent to ig- 


nore, tell of disagreement between Deng 
ind Ye Jianying over policy matters. Ye, 


85, is the closest equivalent to a Chinese 


head of state, unti the new office of presi- 


taken at last year's session of the National 
People's Congress, which adopted a new 
constitution. The unfilled presidency may 
indicate ‘that there are serious disagree- 


Ye is not considered to be a radical left- 
ist, but rather a traditionalist who clings to 
the tarnished glory of Mao and dislikes se- 
cing. the late chairman criticised too. se- 
verely. He ів also known as a-champion of 
the interests of the People's Liberation 
Army + which has lost its halo since Deng 
returned to power in 1977. 


Y: survived Ше Cultural. Revolution 
without being disgraced, so he is likely 
to experience friction with those who sat it 
out amid strident denunciation. of their 
policies and personalities. Ye's main poli- 
tical role in the post-Mao period has been 
to question and probably slow down = in 
the interests of national unity and glorifi- 
cation of Mao and the PLA — the Deng 
group's. more extreme reforms and per- 
sonnel changés. 

However, his influence can hardly be: 
felt much longer. Another veteran’ and 
Cultural Revolution survivor whose.pub- 
lic appearances have become less frequent 
is Li Xiannian, 77, Mao's top economic 









But it is hard to believe that he is pleased | 
with the economic reforms being push 


‘too cautious to be used as a 
| for disgruntled radicals. He has been of 
"great service to the post-Mao regime, as 


| ers and seems to enjoy-meeting foreign: 
‘dignitaries. As a leftist rállying-figure in 










v disapproves er p ; | 
standing aside from them, and he seems 


lying point. 


he is better travelled than the other lead: 















any future power struggle, former chair- 
man and premier Hua Guofeng cannot yet 
be completely discounted. He left the 
posts, allegedly bestowed on him by the 
dying Mao, under mounting. pressure 
from Deng, and is now only a member of 
the central committee. But hé clings on — 
and doubtless there are those who would 


"link their fortunes with his in a fresh bid 


for power. 

There are other figures thought to: be 
disgruntled with Deng. though not neces- 
sarily for-the usual leftist reasons; Wei 
Guoging, а PLA veteran who gave Deng 
shelter and support in Canton when he 
was in disgrace in 1976, has been replaced 
as head of the army's general political de- 
partment. The sinister Wang Dongxing, 
who turned-on Jiang Qing and the other 
radicals when he was head of the “palace 
guard" and custodian of the party archives 
in 1976, now occupies the lowest position 
on the central committee. because ће 


© challenged Deng in 1978; 


Otherwise the top leadership seems 
fairly strongly committed to Deng and his 
policies: That could change if Deng were 
physically enfeebled, but he shows no sign 


- of it. Had he stuck to his promise to retire 


to the second rank at the 12th party con- 
gress last year, Zhao and General Secret- 
агу Hu Yaobang would have been hard- 
pushed to hold together the 40-odd top 
leaders. who control China's destiny. 
Wher he dies, there will doubtless be 
another power struggle. But at the mo- 
ment. Deng. is. strong. and fairly popular 
with the common people, who recognise 
that he is at least trying to improve their 
living standards. bs 

At the provincial level there are signs 
that Deng's men are laying the ground for 
4 purge of leftist cadres, especially those 
who joined the party-during the Cultural 
Revolution, In Fujian province, governor 
Ma Xingyuan has been replaced by the lit- 
tle known Hu Ping in what is seen as a vic- 
tory for Deng supporters. In Shandong, 
the 77-year-old governor, Bai Rubing, is 
being replaced by his long-term close asso- 
ciate, Su Yiran, a known anti-leftist. 

In Deng’s-native province of Sichuan, 
provincial first secretary Tan Qilong has 
retired to the second rank to be replaced 
by Yang Rudai, a former vice-governor. 
Provincial governor Lu Dadong has been 
replaced’ by the obscure Yang Xiyong. 
There have been other high-level changes 
in the provinces too. Their general tenor is 
to rejuvenate the leadership, with anti- 
leftists taking Key positions. This is the 
only way of cutting the knot of public and 
private relationships in which all Chinese 
olitics is entwined. 





You can still buy a homesite 
in FLORIDA for under $.82 ке“ 


Minimum зер square feet. 


General Development Corporation, one of 83224FE 
Florida's largest and most respected community | мг Richard Chong. Director. snoraxa Fox 
developers, offers you the opportunity to pur- | ^55 are Eienor Drie. fam Ge 
chase a homesite in any of its four delightful Suite 112 
communities on the Florida East Coast, Gulf Orlando, Fla: 32809 USA. өч Development 
Coast and іп South Central Florida, — . Mae oh dimos is i 

Each offers excellent recreational facilities 
such as country clubs, golf courses, tennis 
courts, pools, marinas and much more. Surname 

Even if you have no definite plans to move 
to Florida in the immediate future, you should 
consider the purchase of a homesite now. 

Just fill in and mail the coupon and we'll 
send you information without cost. 

Amer-Asia is seeking inquiries for qualified brokers таро 

or agents in Asia for representation. ACE UP аап са нн 


R seas tan ы Obtain the Property Report required by Federal law and read it before signing anything. 
eG oe a No Federal agency has judged the merits or value, if any, of this property. AD 18230 
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| RUSEREUET Pa eee 
have been consigned en masse t 
newly created party advisory commission 
and to the discipline inspection commis- 
sion, Their somewhat vaguely defined 
duties on these bodies give Deng the op- 
tion to call on their services or let them 
vegetate as suits his purpose. The signs are 
that Deng's men are preparing to move 
against unrepentant leftists all over the 
country. The normal way to do this would 
be to call in all party cards for renewal, 
and simply not reissue those belonging to 
leftists who refused to mend their ways. 


рт influences is found іп many areas 
of society — in government, commerce, 
industrial management, agricultural ad- 
ministration and the PLA. But itis not the 
Violent, anarchistic leftism of the late 
1960s. Leftism nowadays is a form of con- 
servatism, a refusal to admit that follow- 
ing Мао precepts to the letter — or the 
interpretation put on them by Gang of 
Four radicals — was a mistake. The cadre 
problem is perennial. and probably insol- 


ah aa 


SNC 4 
and individuals are neglected.” This refers 
‘to the private and collective shops, service 
centres and even schools and medical 
surgeries set up by young people or pro- 
fessionals unable to find regular employ- 
ment, 

Another tendency left over from the 
Cultural Revolution is the merging of 
party and government authority, previ- 
ously in the form of the revolutionary 
committees, but still persisting today 
undeg various guises. The party has clearly 
laid down that thé work of its organs 
should be concerned with the general poli- 
tical line, morale, guidance and discipline. 

The party is no longer supposed to get 
involved in day-to-day problems of ad- 
ministration or economics. But the fusion 
of party and government bodies by over- 
lapping memberships is still a problem, 
conferring a monopoly of decision-mak- 
ing power on one small group of leaders. 
The prevalence of leftist thought at the 


Centre for South & South-East Asian Studies 
UNIVERSITY CF CALCUTTA, 
CALCUTTA—700019 


Deng reviews troops: the PLA has lost its halo. 


uble. It is the modern version of the sys- 
tematic parasitism of the Confucian offi- 
cials in imperial China, 

Building houses for themselves without 
permission on land taken illegally out of 
cultivation, wasting time on discussions 
and conferences, circulating endless docu- 
ments, ignoring directives from the cen- 
tral authorities, refusing to take bold in- 
itiatives or listen to the grievances of the 
common man — the cadres’ failings are 
those of bureaucrats almost anywhere. 
But they are particularly severe in China. 

“A small number of cadres," wrote the 
party theoretical journal Red Flag. ~in- 
cluding some leading cadres at and above 
the county level, feel uneasy about some 
of our present policies and fear they show 
‘deviations’ inclined to the Right, because 
they have not thoroughly rid themselves 
of the Left ideological influence." 

Industrial managers are criticised for 
failing to carry out the bonus schemes ef- 
fectively, as well as the recently intro- 
duced responsibility systems which link a 
worker's wage to output. In commerce, 
the leftist line is said to have "inapprop- 
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provincial and local levels is shown by the 
continuing failure to appoint intellectuals 
or technically qualified people to suitable 
jobs. Consequently, many of the country's 
best brains are holding down menial jobs 
in remote areas, and the local authorities 
are either hostile to them or can find no 
way of employing their knowledge. 

Many of the cadres recruited during the 
Cultural Revolution have a low education 
level and are unwilling to raise it by at- 
tending courses. They learned in their 
youth to despise books, except those of 
Mao and other revolutionary giants. By 
now they are struggling to bring up 
families and are sceptical of the value of 
specialised knowledge. The party has pro- 
vided more than 2,000 schools for its less 
well-educated members, but enthusiasm 
is lacking. 

Hu said in his report to the 12th party 
congress: “It is true that the pernicious in- 
fluences of the 10 years of internal disor- 
der have not yet been eradicated and there 
has been some increase in the corrosive in- 
roads of exploiting-class ideologists under 
new conditions. It is true that impurities in 













party, 

turn for the better 
our party style." Ironically, the leftists are 
accused of abusing their positions and sup- 
pressing protest, in just the same way as 
entrenched power-holders were de- 
nounced and overthrown in the Cultural 
Revolution. 

Sull more serious, the Cultural Revolu- 
tion created a massive credibility gap be- 
tween cadres and masses — the latter al- 
ready having had their faith in the party 
severely shaken by the failure of the Great 
Leap Forward in 1958-61. "Some cadres 
have forgotten all about the fine tradition 
of maintaining close links with the mass- 
ез,” said a recent issue of Red Flag. “They 
set themselves above the masses. Some of 
them even make use of their authority to 
encroach on the interests of the masses 
and harm the party's cause.” 

The prejudices of the leftist cadres have 
been described as "an iron bastion, need- 
ing to be smashed" — as though they were 
identical with the old-style revisionist at- 
titudes which Mao had in mind when he 
ordered the Red Guards to bombard the 
party headquarters. The rural areas still 
hold the key to the problem. If the pea- 
sants’ economic attitudes of the past few 
усаг» — spent implementing the responsi- 
bility systems — continue and are consoli- 
dated, they can go on offering an example 
to other sectors of the economy. But many 
rural cadres worry about the ideological 
purity of this reform. 


E: the peasants who are getting rich 
under the new system are often worried 
that their money will be confiscated and 
they will be denounced as capitalists. 
Cadres and other peasants cadge money 
off them by playing on their fears. One 
peasant falsely declared that Rmb 10,000 
(US$5,100) of his earnings had been stol- 
en, just so that people would stop thinking 
of ways to extort money from him. Some 
cadres still parrot the leftist saying: "Pov- 
erty leads to revolution, and wealth leads 
to revisionism.” 

"The masses did not have enough to eat 
and wear,” said the People’s Daily in an 
attack on anti-reformist cadres, “but these 
comrades stuck to the old concept of ‘large 
in size and collective in nature,’ and felt ill 
at ease when the masses freed themselves 
from poverty and gradually became rich, 
following the introduction of the system of 
contracted responsibilities with payment 
linked to output. They tried every means 
to obstruct the masses. Some even took 
pleasure in others’ misfortunes and were 
delighted to see problems cropping ир.” 
Bigger earnings in the rural areas have af- 
fected recruitment into the PLA. 

The PLA’s grievances against the Deng 
group's policies are well-known, and 
range from literary attacks on perks en- 
joyed by senior officers; obsolete equip- 
ment and training methods, and difficul- 
ties of demobilised soldiers in. finding 
jobs. to the desire for new uniforms and 
badges of rank for the officers. 

Ye still clings to the image of the PLA as 
the sacrosanct embodiment of Mao's re- 
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democracy for China, n 


By lan Findlay . 
here are pulls outside the mainstream 
of Chinese politics from the Right as 
well as the Left. Among them is a small 


but, it is claimed, growing number of: 
people calling themselves the Chinese Ке" 


volutionary Party. It is impossible to esti- 


mate how many members there are, since; 
like the early communists, they are or-- 


ganised in cells. 


Thus, as one of them put it, five people. 


сап be in a room and they can all be mem- 
bers. of.the party, but they will not know 


each other. However, the party claims to | 


have cells in all China's s major cities, with 
its main base in Shanghai where there аге 
probably about 20 cells and a party mem- 
bership running. into hundreds. 

They are mostly young, educated work- 
ers-or university graduates. Many were 


Red: Guards during the Cultural Revolu-: 


tion — and were sickened by their own 
violence. They moved sharply away from 
the Left'and many of them became promi- 


| nentin the dissident movement of the late 


1970s. 


It was:Deng Xiaoping’ s crackdown on : 
thé movement, the:closure of Democracy 


Wail and the jailing of many of men com- 
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ji | гу 
ecting Deng’ S liberalism 


rades, which drove them to their prese 
stance, one that is wildly extrem 


| Chinese terms. They are violently ап 


Maoist.and regard the present 


liberal regime as no better tha 
deed, no different from — wh 


fore it. | 
They want no less thana par ami 


|. multi-party democracy for China 


views become clear ina critique whi 
party's leadership. recently prod 
last year's 12th Chinese Communist 
Congress (REVIEW, Sep 

scorn on the view expre 
gress — and. later stressed in. 

press — that the communist leadersh: 


| united as never before. 


Deng’s opening address and Gene 
Secretary Hu Yaobang's report to the соп. 
gress on “а new phase in the beginning an 
all-round building of modern socialism 
were filled with “platitudes, with fun 
mentally nothing of interest at all” to s 
to the people of China, says the dissiden 
group. 

“Within -the communist party’ thi 
scramble for power and profit, to use thei 
own words, 1$ а class struggle and-t 
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теу аге 
people who, though appearing united; re- 
ally oppose each other. The class struggle 
or "campaign" as the: Chinese :Re- 
olutionary Party sees it — is inherent in 
Deng's opening speech which said: “We 
want to pay close attention to the four 
rk points: to carry out the reform of the: 
internal structure of our organisation and . 
cform the economic system and bring 
about the revolutionising of the ranks of 
he cadres, youth, intellectuals.and spe- 
1311515; build à socialist spirit and.culture; 
ack the economic field and other fields 
hich criminal activities have destroyed 
alism; conscientiously study the basis 
he new party constitution and reor- 
nise the function and form ofthe party." 

























he Chinese Revolutionary Party docu- | 
ment suggests that besides there being 
' implicit threat to “suppréss anti-social- 
. elements," there is.also the implication | 
at “on the basis of the new party con- | 
tution, reorganising the function and 
rm of the party" is merely to consolidate 
power of the party organisation over 
the people, and nothing else. 
€ document goes on'to say that ^to 
consolidate the party organisation” the 
mmunist party will have to adopt. new 
tegies and tactics." Апа bringing 
out the “revolutionising of the ranks of 
cadres, youth, intellectuals and Spe- 
lists," is seen by the Chinese Revolution- 
y Party as nothing more than a smoke- 
reen which will attempt to сопссајя пем 
pressive measures. 

















































fice, some of whom are ón the. point of 
nility. And though the communist party 
has voiced concern over this issue of old. 
adres, little is really being done about re~. 
cing them. Until.changes have been 





ea of Chinese society, ‘the dissidents be- 
lieve. 
 Atthe congress, it was announced thata 
mber of new bodies have been ‘estab- 
lished to accommodate the old guard. 
But old die-hards do not budge easily in 
| China and the Chinese Revolutionary 
rty suggests that the new groups or- 
anised by the communist party have the 
function of “luring the enemy away from 
chis base." 
їп comparing Deng's methods with 
ose. of Mao Zedong, the revolutionary 
party says that though they are a little 
civilised and Deng's slogans are "fair 
asonable,” his motives, ultimately, 
the same. as Mao's: divide and rule. 
fhe party points out that in 1980 Deng 
jurted a disillusioned Chinese youth, 
"playing on its ‘aspiration, for a new | 
“liberalism. When Democracy Wall in Pe- 
king was silenced and the posters of pro- 
est and those calling for human rights 
"were torn down, law and democracy be- 
came for the new revolutionaries a dream 
destroyed! : : B 































Won goes 


South Koreans use all kinds of pretexts to go abroad where 
their free-spending habits worry the Ministry of Finance 


made, there can be no real progress in any | 


By Shim Jae Hoon. 

Seoul: The travel bug has struck again. 
Following the relaxation ofa travel ban by 
the government, the sight of curious South 


‘Korean. tourists’ is ‘becoming © familiar < 


worldwide. The government's repeated 
exhortation that Soutli- Koreans should 
help keep the country's balance of pay- 
‘ments:in order by refraining from spend- 
ing too many dollars is пої being taken 
seriously. Indeed, all indications are that 
people are revelling in the relaxation of 
the travel ban. 

The number of South Koreans taking 
overseas trips topped 350.000 іп 1981 ‘an 


increase of 33% over 1980. In the first six.» 


months of 1982, according to tentative fig- 
‘ures, it reached about 237.000; including 
those leaving more than once and workers 


taking overseas jobs. The travel ban, im-: 
posed to preserve foreign exchange, was ` 


eased in mid-1981 under President Chun 
Doo ‘Hwan’s ‘policy of opening.up the 
country and facilitating more economic 
and cultural interchange. 

, In lifting the ban the:government also 


tacitly recognised that South Koreans — | 


considered by thé. International’ Labour 
Organisation to be the most workaholic 
people in the world — deserved the plea- 


sures of foreign travel formerly Enjoyed 


by only the most privileged peo 
But many government critics 
that South Koreans spend more overseas 
than the country earns from tourism. In 
the six months: up. to, December 1981, 





tourism receipts were US$220 million: 


compared to the US$257 million spent by 
South Korean travellers abroad. Between 
January and November 1982,. travellers 


tourist industry earned US$459 million. 
Despite these figures, tourism as such is 

still not officially accepted as a reason for 

going abroad for those under 50. $о a 


^ myriad of pretexts are used. ‘to get around: 


the system, such as Christians going to 
Europe’ with a brief stopover in Israel to 


visit, Christian holy places, housewives ' 


touring Japan to view Japanese flower-ar- 


rangement techniques and taxi companies: 
offering. their. drivers а Won 500,000. 
(US$600) inspection tour of Japan's taxi - 


industry. 

Since invitation letters are required in 
most of these cases, travel agencies дога 
thriving business. soliciting documents 


needed for processing exit papers. While | 


the domestic tourism industry eagerly 
awaits a boom (in 1986 South Korea will 


host the Asian Games and, in 1988, the | 
summer Olympics), travel agencies here. 
— in these dark days of recession — lure | 


people with new package-tours and. flys 





|, portedly total 24,000... « 
group tours choose . 


point out 











now-pay-later programmes. Payments for: 


elling — 


trips can be made over a period of up to 13 
months, 
The rules were further relaxed in Jan- 


uary, allowing anyone with a friend or re- 


lative overseas to claim exit papers by pro- 


ducing an invitation and a return ticket: In: 


such.casés; the applicant must also show ` 


a certificate of deposit for Won 1 million 


in the Korea Exchange Bank's overseas 


travel fund. Travellers can redeem this de 
posit on their return: Likewise, those ov: 





S0 applying to travel as tourists can do so - 
by producing a similar certificate fora des © 


posit of Won 2 million. These conditions. 


were imposed to make such trips abroad 


both › expensive and горо. 


në does not need а genuine Ее or 
friend to travel, for.travel agencies. are 
busily. seeking South: Korean residents 
abroad who are. willing to;sell their spon- 
sorship. Since January, only 80 people 


| have applied.to. travel as tourists. But 


those considering. trips to visit relatives re- 








About 70% of 
Japan, Ascan countries and Taiwan as des- 
tinations because of lower cost and prox- 
imity. A 17-day swing around these coun- 





tries costs around Won 2.2 million, About . 
|. 20% ‘choose the United States with a 15- 
"day tour costing Woh 2.5 million. The re- . 


mainder go mainly to France and Italy. 


' What worries the government is not so. . 
much the fares as the travellers’ expendi- 
turc ^in. the shops. One industry source. . 


reckoned that the average South Korean 


abroad spends about US$3.000 on. shop- 
_ ping. Like their Japanese neighbours, the 
spent US$581: million while the domestic |: 


South Koreans ate fascinated with brand- 


Cardin shirts and neckties. In the most 


_ fashionable shopping areas of London and 
Paris, travellers see signboards now writ- 
' ten in Korean promising big discounts. | 


This free-spending trend has so worried 
the Ministry of Finance that it has decided 


to cut back foreign-exchange allocations © 
fram US$3,000 per person to US$4,000 
<per couple.when a man and wife travel to- 


gether. The allocation for extra-day ex- 
penditure has also been reduced. 
So. far, Japan seems to be.benefiting 


most from the craving for foreign pro- . 


ducts. Few South Koreans return from 
Japan without a camera, radio or pocket 
calculator. The. frequency of the ferry 
from Pusan to Shimonoseki — the nearest 
portto South Korea — isto be increased 










busy preparing for a new wave of visitors 


by learning both the Korean language and: 


how to cook Korean food. 


. name goods — such as Dupont lighters, - 
Rolex wristwatches, Burberry coats.and © 





from. March, and shopkeepers there are i 
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TIONAL. Created from the original, 
but edited specifically for executives 
outside the U.S. You've never seen any- 


thing like it. 
A NEW GLOBAL PERSPECTIVE 


FORTUNE is read and respected 
around the world as a source of timely, 
authoritative information—but pri- 
marily about U.S. companies and 
markets. Now this prestigious Ameri- 
can magazine is bringing all of its 
expert analysis, tough-minded report- 
ing, and good writing to business sub- 
jects of vital international interest. 


INTERNATIONAL READERS NEED 
FORTUNE INTERNATIONAL 


Bankers in Europe must under- 
stand financial developments i in Hong 
Kong and Tokyo. Asias new entrepre- 
neurs need useful research about mar- 
kets in Japan, Europe, and the Third 
World. Business people in Rio de Ja- 
neiro and Singapore want to know how 
US. events will affect them. FORTUNE 
INTERNATIONAL crosses borders and 
continents to give executives outside the 
US. reliable information about regions 
other than their own. 


ing something new to 


FORTUNE INTERNATIONAL: 
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FORTUNE INTERNATIONAL fea- 
tures original articles developed for its 
international readers, as well as the 
majority of stories from each regular 
issue of FORTUNE, sclected and focused 
for international appeal. The magazine 
has its own logo, contents Pe bed 
section, апа will often have its own 
special cover stories. 

Copies will be airshipped from the 
US. to distribution points in Europe, 
Asia, and South America. Readers will 
receive their copies of FORTUNE IN- 
TERNATIONAL about ten days before 
the cover date. 


70,000 AND GROWING 

FORTUNE INTERNATIONALS cir- 
culation is 70,000. But with the maga- 
zine becoming more interesting and 
useful to international executives, this 
figure is expected to grow substantially. 
Subscription efforts all around the 
world will be stepped up. 

The result for 1983 advertisers? The 
advantage of bonus circulation—and an 
editorial environment that creates a 
highly effective atmosphere for your 
advertising. 


of view. 
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European edition is. ,000 subscribers) 
and the Asian edition (18,000 sub- 
scribers). In addition, there are attrac- 
tive rate efficiencies for advertisers 
using FORTUNE INTERNATIONAL in 
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can, Financial, and Manufacturing 
editions of FORTUNE. 

Moreover, there is no charge for 
splitting copy when you combine US. 
and international editions for your ad 
vertisement. 
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and-white page in the North American 
edition is $20,420. But the combined 
North American/International rate is 
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DIPLOMACY 


Shultz plays it cool 
The US gives South Korea softer terms for arms purchases 
but no help in persuading China to recognise Seoul 


By Shim Jae Hoon 
Seoul: United States Secretary of State 
George Shultz’ brief visit here on Feb- 
ruary 6-8 was aimed mainly at reaffirming 
the US security commitment. to South 
Korea, but two other key issues were also 
addressed by Shultz in talks with President 
Chun Doo Hwan and Foreign Minister 
Lee Bum Suk. One was a proposal for 
eventual recognition of both North and 
South Korea by the superpowers; the 
other dealt with Seoul's long-standing re- 
quest for improved terms for foreign mili- 
tary sales' credits from Washington. 

To the disappointment of South Korean 
officials, Shultz conceded that he had not 
discussed with the Chinese during his visit 
to Peking (February 2-6) Chun's proposal 
for a first step in the process towards 
superpower-recognition of Seoul and 
Pyongyang. Chun had suggested that if 
China would recognise Seoul at the same 
time as Japan formally recognised Pyon- 
gyang, this might facilitate the process of 
eventual superpower-recognition of the 
two Koreas. 

The cross-recognition idea was first put 
forward in 1975 by former US secretary of 
state Henry Kissinger in a speech to the 
United Nations General Assembly. Kis- 
singer saw the approach as a solution to 
the Korean problem. North Korea, how- 
ever, has consistently rejected it, saying it 
would perpetuate a divided Korea. But 
the proposal was revived in January when 
Chun asked Japanese Prime: Minister 
Yasuhiro Nakasone to sound out Peking's 
reaction to the idea. This  so- 
called partial-recognition formula is ex- 
pected to be raised on February 18 when 
Susumu Nikaido, secretary-general of 
Japan's ruling Liberal Democratic Party, 
visits Peking as Nakasone’s special emis- 
sary. 
China has shown no interest in the 
scheme and that, combined with North 
Korea's rejection of-it, has dampened 
Chun's eagerness to follow through with 
it. Conceding that there has been no pro- 
gress on the matter, Lee commented: 
"We've agreed to continue to study this 
matter." 

On military sales credits, US officials 
have agreed to extend their normal grace 
period for repayment and lengthen the re- 
payment timetable itself. The grace 
period will now be five years instead of 
three and the repayment period is to be 
extended from seven to nine years. It was 
also agreed that beginning in 1984, the re- 
payment period would be 30 years, though 
there was no approval of a reduction of the 
interest rate on credits from the current 
10-1295 to 8%. 

It was decided, however, to seek resto- 
ration of the US$70 million slashed by the 
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US Congress from a US administration 
proposal of US$210 million in military aid 
to Squth Korea for fiscal 1983. This would 
be attempted through submission of a new 
supplementary bill to be put to congress 
later this year. Seoul has repeatedly stres- 
sed its need for increased military credits 
due (07115 problems with debt servicing on 
previous credits, Seoul's payments in prin- 
cipal and interest on such credits are ex- 
pected to reach US$240 million this year. 

On another issue relating to the mili- 
tary, US and South Korean officials did 
not reach an agreement. South Korea 
wants to export freely weapons it makes 
under US licence such as M16 rifles and 
155 mm. howitzers, but Shultz would not 
budge on the issue. The US requires that 
such exports proceed only after 
Washington's approval on a case-by-case 
basis. Seoul maintains that this cumber- 





A literary 
rip-off 


and legal redress 
proves costly 


By Mohan Ram 

New Delhi: Book piracy has achieved 
best-seller proportions and more in India. 
Harold Robbins and Irving Wallace will 
find that not only are their titles available 
at a third of the catalogue price; they ac- 
tually have more books to their credit than 
they have written. The Confidential Lover 
by Robbins and The Conspiracy by Wal- 
lace are some of the titles conjured up by 
imaginative pirates because anything at- 
tributed to these authors sells. 

The prohibitive cost of American and 
British books and the advantages offered 
by offset printing and new binding 
techniques make piracy a lucrative busi- 
ness. All the pirate needs is an advance 
copy of a book and a little capital. The pi- 
rates keep track of new titles abroad. It 
takes months for the genuine edition to 
reach India through normal trade chan- 
nels or for an Indian reprint to be ar- 
ranged. 

The pirate gets his copy flown in and 
prints it promptly. Last year, Fever by 
Robin Cook was on sale in India in paper- 
back shortly after it was published in 
hardback form abroad. Similarly, pirated 
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Shultz with Chun: key issues. 


some procedure is adding to the woes of its 
multibillion-dollar defence — industry, 
which is troubled by mounting debts. The 
question is expected to come up again in 
April when Lee visits Washington at 
Shultz’ invitation. 

Shultz left no doubt as to where the US 





[кз as Ё Z9 BE A: 
Indian bookstall: the pirates sail on. 


paperbacks of John Le Carré's Smiley's 
People and Wallace's The Fan Club were 
available in paperback when the hardback 
was only a few days old; Frederick For- 
syth's The Devil's Alternative and Ken 
Follett's The Key to Rebecca were also pi- 
rated though they were published simul- 
taneously abroad and in India. 

The pirate needs little money, just 
enough to cover the cost of production 
and distribution. With no royalties to pay 
and with practically no overheads, he can 
price books low, give the retailer an at- 
tractive discount, and still make a profit 
on which he does not pay tax. The entire 
operation is underground. 

Piracy now extends to books brought 
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- US ground troops 

be reduced or withdrawn as long as North 
Korea remains intransigent in its attitude 
against reducing tension in the area and 
negotiating with Seoul. He supported 
Chun's policy of seeking a dialogue with 
Pyongyang and deplored Pyongyang's re- 
fusal to respond to peace-talk initiatives 
from Seoul. A US State Department offi- 
cial said Shultz was very impressed by his 
visit to the Demilitarised Zone. “It’s not a 
game plan here ... . [the threats] are real,” 
the official said. 

The secretary of stat& kept a low profile 
on South Korea's human-rights record 
and on other domestic political issues. The 
human-rights issue surfaced briefly during 
a short session between Shultz and Chun. 
Shultz expressed *appreciation" for the 
current trend towards liberalisation, offi- 
cials said, obviously referring to the recent 
release from prison of opposition leader 
Kim Dae Jung and. other political de- 
tainees. Again, Washington's approach 
on the issue of human rights was one of 
"quiet diplomacy," with the US preferring 
to use its influence behind the scenes — 
unnoticed by the South Korean public — 
rather than pressing Chun openly on the 
issue. 





out in India, in English as well as in Indian 
languages. Textbooks and expensive vol- 
umes on subjects like engineering and 
medicine bring in big profits. About 
1,500-2,000 pirated titles are published 
every year, causing a loss of about Rs 100 
million (US$10.1 million) to the publish- 
ing industry. The pirates divide the mar- 
ket among themselves, both as regards 
areas and titles. Book piracy is limited to 
the New Delhi region, but the rip-off 
copies sell throughout the country. 

Indian authors and publishers demand- 
ing action against piracy point out that the 
law is inadequate and the procedures tor- 
tuous and cumbersome. Infringement of 
copyright is not a cognizable offence. 
When a complaint is made, the police find 
it difficult to trace the publisher or even 
the printer. 

Only those knowingly infringing 
copyright are punishable, but this is some- 
thing that is hard to establish. The maxi- 
mum punishment is a fine of Rs 500 or a 
year in prison or both. For a pirate who 
makes Rs 500 a day on average, the fine is 
no deterrent. In any case, there has been 
no instance of anyone having been fined 
or imprisoned for book piracy. Publishers 
find litigation an expensive and time-con- 
suming process. A publisher who went to 
court in 1972 has found to his cost that 
after 10 years he has still not got any- 
where. 

The pirate's argument is simple — and 
not altogether unconvincing. He is widen- 
ing the intellectual and educational hori- 
zons of the people by making books 
cheaper. Many — to the pirates' profit — 
now can afford two or three books at the 
price of one. 
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s an expatriate, I have 

been unable to vote in 
Australian national elec- 
tions for more than 40 
years. But 1 am enough of 
an Ocker to be interested 
in the fact that Prime 
Minister Malcolm Fraser 
has suddenly selected my 
77th birthday (March 5) for 
the next election, coincid- 
ing with Labor leader Bill 
Hayden's wise decision to 
step down in favour of 
former union boss and cur- 
rent dominant party boss, 
Bob Hawke. 

Chinese zodiac calendar 
students will also be in- 
terested to discover that 
Hawke — like Chairman 
Mao — was born in a Year 
of the Snake (1929), the at- 
tributes of which — aptly? 
— are: "flexibility, cunning 
and survival; a venomous 
and striking reaction only 
when protecting its young; 
dexterity in avoiding, foi 
ing and despatching а 
strong enemy from the rear, and a fond- 
ness for the night-time [that is, a talent 
for conspiracy]." 

Fraser — like me, but 24 years later — 
was born in a Year of the Horse (1930). 
The Horse is supposed to be — though I 
deny it myself — "strong and indepen- 
dent, unprepared to share a bale of hay 
or a trough of water with others, but 
quick to kick outside the stable." It 
should therefore be a tough confronta- 
tion between Horse Fraser and Snake 
Hawke, with Hayden — a Rooster 
(1933) — watching offstage. (A Rooster 
is "an early riser and a born leader; in- 
dustrious if vain; able to control women 
and the foolish.") 

Let's forget these crazy dates and 
coincidences. Hawke's Labor boys have 
to persuade only a 1.4% shift in votes to 
capture the 11 seats necessary to chuck 
out Frasers Liberal-National Party 
coalition which has been in power since 
1975. 

Born in South Australia, educated at 
Oxford and a Rhodes scholar, Hawke — 
with whom I have had the honour and 
amusement of lunching a couple of times 
— was a cricketer, golfer and tennis 
player. He has now cut back on his 
drinking, recalling an incident when he 
was a junior player for the Óxford Uni- 
versity cricket team (noted in his bio- 
graphy, Hawke, by John Hunt, pub- 
lished in 1979). 

He had had several beers, waiting his 
turn to bat, when a supporter of the op- 
posing team pressed him to drink a new 
liqueur called Kummel. So he wandered 


- |Hawke: the Snake. 


ЛИ фиш ЖАК бош: |. 
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in a haze to the wicket'and | 
was bowled ош im- 
mediately. As he lurched |. -. 
off the field, full of self-dis- |- 

gust, a scorer called out; 
"What was the bowler's 


name?" Hawke grunted n 


agreement as the opposi- | _ 
tion captain spelled back: | - 
"K-u-m-m-e-l." 


As president of the Аш | — 1 


stralian Council of Trade 
Unions, 
reputation as a tough and 


shrewd negotiator. He was} - : 


chosen last month in а па- 


tional study as one of 24 | | 


"Great Australian Heroes" 
— going back to the 1878 |. 
days of Ned Kelly. He is 
anti-communist and pro- | 
Jewish. fi 

On his first visit to Israel 
in 1971, he had discussions 
with Golda Meir and other 
Israeli leaders and then, in 
a secret diplomatic mission 
to Moscow, suceeded in in- 
creasing the number of 
Jewish emigrees from the 
Soviet Union. On a second visit to Mos- 
cow in 1979 — he shares Fraser's liking 
for travel — he successfully negotiated 
the release from prison of leading Jewish 
dissidents. 

In a recent tribute to former Austra- 
lian prime minister John Curtin, Hawke 
perhaps gave a glimpse of his basic |. 
policies if he ousts Fraser next month: “1 
do not hold with idols. In the history of 
Australian politicians, however, I regard 
Curtin as above all others. 

"In the Depression debates, while 
others were embracing the economic or- 
thodoxy of balanced budgets, Curtin, 
some six years before Keynes' general 
theory, articulated the radical but rele- 
vant concept of governmental stimula- 
tion to get the economy moving. In war, 
he was the country's No. 1 casualty. He 
drove himself to the point of destruction 
in awakening first the party and then his 
country to the necessity for drastic revi- 
sion of attitudes and policies to meet the 
challenge of war. 

*At the same time he perceived that 
post-war Australia must be a better and 
more vigorous place for its existing citi- 
zens and the millions from overseas who 
would come to help us realise these vi- 
sions. In the darkest days of war, he put 
in place the planning apparatus to ensure 
that these things, in fact, happened. No 
Australian has done more for his coun- 
try." 

Fraser, of course, wouldn't agree. But 
then Horses and Snakes seldom do.. 
Happy non-political Lunar New Year 
greetings to them both. 








Hawke won af ay 








? Much Saas on what kind Cree 
on has in fact taken place in China and 







he changes there. And there have been . 
ny changes in that revolution and in 
it has been perceived. 
t began with the narrow aim of ridding 
Лапа of its Manzhu rulers —large!y be- 
ause of their inability to preserve the em- 
ire's integrity, but partly also because thë 
lynasty was foreign and the. Chinese had 
серип to accépt a narrow form of 
ationalism: Very quickly, however, thé 
evolution went further, to reject the an- 
nt imperial system itself. Among the 
ny political goals that came out-of the 
uent state of disorder, two became 
minant. The first was the deeply felt de- 
> to restore China to strength. and pros: 
‘ity: The other was the growing feeling 
ong the young that.a totally fresh start 
vas required, and that the most advanced 
itical ideals offering the most dramatic 
ange to the ancient polity. were needed 
do the job thoroughly. 
Both these desires were viewed with: 
me alarm by the great powers before 
d War II. For some, the prospect of a, 
gi resurgent nationalist ‘China was: 
acceptable, For others, a Chinese re- 
utionary movement linked with-an in- 
tional Bolshevik conspiracy was 
n more frightening. Ideally, the great 











































ble, orderly China of enough strength 
control revolutionary forces within but 
f limited strength outside. 

he Soviet Union wás also less than en- 
Siastic at having a strong nationalist 
cighbour, but supported any force that 
uld ultimately weaken its capitalist 
nemies. In China’s: Asian neighbours, 
nostly under colonial rule of one kind or: 
nother, China’s agonies were watched. 
h interest. But observers always ex- 


















pathy: sympathy surrounded the com- 
jon struggle for sovereignty and indepen- 
ence, but there remained the suspicion 
hat.China merely wanted to:be another 
reat power. 
Events since the end of World War " 
produced striking changes in China: 
€ been placed amon the "Great 


















lut the most notable ch pe ша ай 
949, when the word revolution took on à 
pecific meaning, totally different fro 
at the Chinese had started out: with at 












ow others in the region have perceived | 


„gression, would néver.be an imperialist 
power. 





ers. would have liked to support а Я 


pressed a degree of suspicion mixed with: |. 


into anarchy арай 
grossed with its own revolutionary stru 
igles, ideologically divided between fana 





the turn of the century. 
.What was exhilarating to the Chinese 





ilit i led. that кз was not oe emly: that 
they hadwon, but that they found them- 


| selves part of a global movement in which 


China might be seen to be second inim- 
poriance only to the Soviet Union: For 
whatever that was worth in reality; it was.a 
heady experience. But the effect of that 
new status, as the newest great power, 
clearly created fears: among some of the 
new nationalist-elites in Asia. 











was іп any case self-evident -— that China, 
as the victim of a century of imperialist ag- 





The strengthening of + China 
merely strengthened the side of the vic- 
tims, against the remaining imperialist 
states. 

"Those who doubted China’s image of it- 
self were either fooled by capitalist prop- 
aganda or were downright anti-Chinese. It 
was a confident age when it was thought 


‘that China's good intentions alone could 


overcome its neighbours’ fears. It seemed 
to have occurred rarely to Chinese prop- 
aganda officials:that a ‘strong China. was 


Wang Gungwu, a leading Southeast 







Asian historian of China's foreign rela- - 






tions, was born in Indones led in 
China and is currently head of 


irtment of Far Eastern Hist 


Australian National University 
berra. This article 






















| extracted fr тот his 


and southwest Pac ia material 


from which is expected to Appear in 


905% formi in mig vont. 


not necessarily welcome to.» small, 





shadow. 


major turning point. was ; the. Cultural 
| evidence that China's elite accept the re- 









ps among China’ s рат Мо опе 
Who gave the subject thought wanted the 
‘Soviet Union to invade С 





nor did they want China t sintegrate 
But a China totally en- 


idealists on the one hand; and realist 
pragmatists (supported: Бу strong vested 
bureaucratic interests) on the other; did 


"Asian-and southwest Pacific-regio 


| Peking. felt it was-enough to say — and | 


even anti-Marxist countries, while assum- 


nationalistic neighbours who felt that their’ 
‘countries had always liveg in " China's 








without recalling the ups and dowisot ie 
period. since. 1949. And its interests con- 
cerning the security of. the. Southeast: 



















not be separated from these. national in- 
terests. What is now of primary impor-: 
tance for China's leaders is the resto 
of the party's control over the countr 
and this requires the party to restore: its 
sense of purpose and its self-respect: o= 

The image of factionalism and ‘corrup- 
tiom has to be corrected if the: Chinese 
people are tò- regain confidence in: the 
party. From the point of view. o 
‘Chinese, Deng Xiaoping's leadership has 
been a great relief after the anxieties of 
Mao. Zedong's last years.: At. the same 
time, the people want a clearly better stan: 
dard of living — more'money.to spend, 
better consumer goods: and greater demo- 
cracy are the common demands. 

To achieve this, ‘China needs not only 
time and а secure environment, but also 
the wherewithal to develop, to produce 
more, and ultimately to be able to sustain 
growth largely by itself. The openings to 


















| the West, to Japan and. to other: non- 


socialist countries have made China а 
country that isfar easier to understand. It 
has:the appearance of a developing Third: 
World country of a familiar kind. The re- 
volutionary fervour seems to have: gone 





| and there is a deliberate playing down of 
1. Marxist-Leninist doctrines both in inter- 
y" naland international discourse. : 

S Can. 


The question that remains is whether 
this is а temporary position or whether it 
represents a new direction for China. The 
government has not made explicit whatits 


course will be. It seems ambivalent in 


seeking the. friendship of non-Marxist, ` 





ing that the scientific. character of its own: 
Marxism makes Mar: principles indis- : 
pensable. ; 
But China's commitment to revolution 
isclong standing. However most Chinese 
aking revolution today, 

f. them have grown up with the idea 

ind the hopes of revolution, Despite the 
failures and the tragedies, there is. ample 





















volutionary order as central to their mod- 


-ern heritage, as their duty and almost as» 
their destiny, There is no reason to doubt 
that the willingness to work towards that 


order is pervasive and deep among them. 
- Given such an historical background, 


what does this commitment mean for the 
‘Southeast Asian and southwest Pacific.re-. 


;with "the. short term, 
vement in world affairs dur- 
ngthe coming precarious years will obvi- 
ously be the single most important factor 


gion? To beg 











in determining China's interests in the re- 

| gion, Soviet support for a hostile Vietnam `- 
and United States may backing for the 
Tai е k 


tempts to define Chinese interests. The 
first is relatively new and probably avoid- 
able had not Chinese internal politics in the 
1960s led to Vietnamese doubts about the 
Maoist view of the world and to suspicions 
that Vietnam would be continually pres- 
sured to toe the Chinese line in regional 
affairs. The Chinese seem to have under- 
estimated Vietnamese nationalism almost 
as much as the French and the Americans 
had done earlier. 

The Vietnamese, of course, have not 
made it easy for the Chinese. As the much 
smaller country, already devastated by 
years of war, Vietnam has portrayed itself 
as the victim of centuries of bullying by 
China. Even if this was simply not true, 
China would have a tough time explaining 
away the limited invasion it launched in 
1979. Equally difficult has been the effort 
to justify the Cambodian Pol Pot regime 


and to paint the Khmer Rouge as heroic | 
keep things exactly as they are for several 


patriots whose only wish is to save the 
Khmers from Vietnamese oppression. 
Fortunately for China, the Soviet pre- 
sence in the Indochina states has 
frightened most Southeast Asian govern- 
ments; and American backing for China 
on this issue has given the Chinese the first 
real chance they have had for decades to 
establish a new trust and friendship with 
their southern neighbours, the five Asean 
states. It remains a hesitant relationship. 





and this is not necessarily the fault of the 
Chinese Government 
The fact that large numbers of people of 
Chinese descent reside in each of the 
Asean states must make their govern- 
ments pause. There is probably nothing 
much China's leaders can do to reassure 
these governments of their good faith 
short of denouncing communism them- 
selves which effectively would be to com- 
mit suicide. е , 
Bo" China and Vietnam are each count- 
ing on the hope that time is on its side. 
In the short run, both cannot be right. But 
from the point of view of the Asean na- 
tions, a China entangled in an Indochina 
problem which is kept alive by limited 
but steady Soviet support, might be pre- 
ferable to a China which thé Vietnamese 
are prepared to forgive and follow. And it 
may well be in China's interests to try to 


more years while it rebuilds its economy 
and continues gradually to improve rela- 


| tions with those Asean countries which 


need more time to defuse and diminish 
their respective local Chinese problems. 
In the longer run, China's present in- 
volvement in the region plays only a small 
part in determining its interests. Two 
other factors are perennial and will con- 
tinue to mould China's long-term interests 





in the region and shape even more its fu- 
ture role in world affairs. First there is 
China's size, especially the size of its 
population. This large population is now- 
widely seen as the largest obstacle to the 
nation's progress, eating up all surplus 
foods, choking bureaucracies based on 
full employment and keeping standards of 
living indefinitely low. The Chinese them- 
sclves have largely been converted to this 
view and have made spectacular long- 
term plans to deal with their population. 

But while the Chinese are undergoing 
this vast experiment which they have wil- 
led upon themselves, they depend more 
апа more on an extended period of inter- 
nal stability and external peace. China will 
have a greater vested interest in low-key 
international politics in its neighbourhood 
than ever before. Whether such favour- 
able conditions can be sustained may not 
be up to China, but if it is to pursue its 
long-term plans effectively, it must ac- 
tively contribute towards an environment 
which would allow it to do so. And it 
would seem rational, and in their own in- 
terest, for its southern and eastern neigh- 
bours to help in that assigned task. 

The other perennial factor (closely re- 
lated to size and numbers) is China's view 
of its history and its cultural heritage. 


| Since the revolution, these have been im- 


portant departures from earlier patterns 
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kinship principles would also have been 
Ossible. And there area thousand 






fully to analyse China's future role in the 


traditionally, any threat’ to China has past would emphasise 








ast will be used in the future. 
JNITED NATIONS ~ 


А spoonful of sugar bos 









ints from death by dehydration - 


ew York: The United Nations Chil 
in's Fund (Unicef) is appealing to Third 
‘orld governments to harness the lifesav- 
g potential of a revolutionary rehydra- 
n technique pioneered in Bangladesh 
| already mass-tested in South Asia. 


he recipe for this people's medicine is cose accelerates the body's 
simple: add a pinch of salt and a lot of rate of fluid by 25 times. Eight . 

gar to boiled water, and save millions of || teaspoonfuls of gar added to one of salt 
id cooled water makes 


nts in the developing world who are | ina litre of boiled ai 
g of diarrhoea every year... “| re f y-drinkin 
_ Observing that diarrhoeal dehydration | dr 
is by far the biggest single cause of death. | 
among children in developing countries, 
Unicef's executive director, James Grant, 
said of the do-it-yourself oral rehydration 
therapy (ORT): “The need for ORT is: 
clear. The technology | is known. The 
means of dissemination are available. The 
ceptiveness of parents has been dé- | 
monstrated. The cost is small and only an i e y 










inexcusable lack of national and interna- | — During 1982 in Bangladesh, half a 


! g 1982 

tional will can now prevent the bringing of | lion mothers w 
benefits to the vast majority of children | use oral reli dr 
Qm have show 








sure forthe Chinese to push south. And 
ler items in the everyday lives of the | under Manzhu rule the south became so 
)inese people which bear no relation to | overpopulated that many of the Chinese 
he traditional way of doing things. — ^ there seized opportunities to trade ‘with, 
Yet. like China's size, its deeply rooted | work in; and ultimately migrate to, South- 
tory remains real and still guides its | cast Asia. "Here the  üricomfortable 
nodern political culture. It is not possible | thought for the nations in the regionis that 
_to predict if and when the Chinese will | the northern capital of Peking has been 
ever their strong ties with the past; but I | under foreign rule for more than 700 of the 
_ suspect they will not do so in the foresee- | past 1,000 years. It would seem to be in the 
| able future. Hence, historical patterns in | region's interest that China should never 
modern dress need to be observed care- | be under northern foreign rule again. 


“region to its south, bearing in mind that, 0: the other hand, another piece of the 


ome from the north. quite different. The founder of the Ming 
China's long past is fullof usable histori- | dynasty in the 14th century laid down that 
cal analogies. These are mostly inaccurate | China should never invade or seek trouble 
and inapplicable to the presentand future, | in the south and east, but shoüld concen- 
;but the Chinese will not be deterred from | trate its forces in northern defence. Thus, 
ng them, as they have always done. | the idea that China would return to domi- 
Vhat is important is who decides which bit | nate the region after the West withdrew is 
€ past to use for each occasion. The | simply not based on history. What has 
nigma of China in the long run is how the | been demonstrated more powerfully here 
^" | is that the West cannot, and is not allowed 









nicef stresses a simple, home-made remedy which can . triggered by devastating floods and a cyc- 












at is fought over by great 
powers will eventually open the door to 
these powers to enter China from the 
south. The lesson, therefore, is that China ` 
cannot afford to neglect its interests inthe 
region whatever the northern threats may 
be. And the lesson for China's Southeast 
Asian neighbours is to refine their under- 
standing of China's history, especially in 
its relations with countries to its south and 
east. Also, China should be ericouraged to 
identify its use of its past ina more reassur- 
ing way. While some Chinese may prefer 
to leave their options open at ай times, 
there will be many who would realise that 
a more predictable concern for present 
and future interests would Бе better ap- 
preciated by its friendlier neighbours. 
What is ironical and interesting is that 
China is closer today than anyone ex- 
pected to the kind of China eàch of the 
great powers would have liked to: have 
supported early this century: a stable; or- 
derly nation with enough strength to con- 
trol revolutionary forces within, but of li- 
mited strength outside. ü 


































ORT laboratory experiments began 
some 15 years ago and the method suc- 
cessfully underwent. its first large-scale 
field tests in Bangladesh (then East Pakis- 
tan) during the 1971 cholera epidemic 





year before. By the mid-1970s, 
lution’s’ optimum proportions of 






wk salt; glucose and water had been per- 
Чечей oo too os 


 Bangladesh's pioneering institution is 


| the International Centre for Diarrhoeal 
e | Research, which began as a modest chol- 


era research laboratory in the 1960s, In an 
interview, Dhaka’s deputy UN represen- 
tative Faroog Sobhan, who was closely as- 








‘sociated. with centre before. being 
“posted to the UN in 1981, told the REVIEW 


that 40 count most of them in Asia, 


contribute to the institution, which ope- 
rates on a US$6 million annual budget and 
| has a staff of scientists from 18 countries 


und the world. 
While cholera is. the most notorious 
e of dehydration, Sobhan said that 









other diseases also contribute to the grim 


for a preventative, 
e Ccine cur- 

unity. 

tion esti- 


akistan, India, 
ndonesia, the 
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50 MILLION DOLLAR ACQUISITION cos 
SURPLUS MATERIALS, SUPPLIES & 
CONSTRUCTION EQUIPMENT · 


Beginning April 4 and Continuing Daily 
10:00 A.M. to 6: :00 P.M. (Each Day) - 


Phipps Bend Nuclear Plant Site . | 
Surgoinsville (Kingsport), Tennessee 














































essee Valley Authority, Miller & Miller Auctioneers, Inc. will sell at public ai 
used construction equipment purchased for the construction of the Phi 
ly sell to the highest bidder, no minimum or reservation. Auction to be co 
te located near Surgoinsville (Kingsport), Tennessee. The auction wi 
| rs are invited and urged to inspect the property to be sold before biddi 
_ AS IS. Materials, supplies and equipment may be inspected beginning March 21 through April 1 from 
Р.М. Monday throt h Friday. All prospective purchasers will be required to register and sign 

agreement prior to entering sale site. Quantities shown below are approximate, should be verified by 


| PIPE: 392, 491' ofd ile, ‘concrete, corrugated culvert, SPA300VH 1,550CFM air compre ors 
ast iron, carbon steel, coated, stainless steel, PVC, by 400HP electric motor, in. 40' x 1: 
=- sewer, aluminum, galvanized & clay. Assorted sizes with (2) hoist & trolleys. (4) БНР ai 
‘from 34" to 66" VALVES: (562) 1" to 120" motor & air OVERHEAD CRANES: (9) 250-ton to 1 о 
. operated butterfly, ly. globe, gate, swing check and manual overhead traveling bridge cranes: (4) 5-ton to 112-1 
operated butterfly. PUMPS: (128) centrifugal, booster, electric hoist: OTHER RELATED ITEMS: Enviro 
“vertical turbine, transfer, feed & vacuum; iude to vacuum sewage collection system: Cooling 
125,000GPM, 345OHP to 5HP electric motors. FANS: strainers: Assorted sizes of metal buildings: В! 
(105) Zurn clarage fans, 500SCFM to 38,900SCFM. machine & copier. Large amount of hand too 
AIR HANDLING UNITS: (151) Governair; 26,000SCFM benders, pipe threaders, welding suppliers, pipe fi 
:* to 1500SCFM, vertical & horizontal, single zone. WATER scaffolding. CONSTRUCTION EQUIPMENT 
` CHILLERS: (8) Carrier 400-ton; (2) Trane 1500-ton; (4) Johnson 12-yard concrete batch plant: Appco 6 
. Trane 180-ton; (2) Trane 2-stage absorption cold gen- concrete batch plant: Concrete pumps: D 
.erators. AIR CONDITIONING UNITS: (94) Carrier. trucks: Cement bulk trailers: Concrete forms: Craw 
_ WELDERS: (239) 300-amp to 1500-amp; (5) Panjiris tractors: Scrapers: Loaders: Cranes: Hydra | 
- automatic horizontal & vertical welders. SWITCH GEAR: hoes & cranes: Tower cranes: End dumps: Com 
: (17) 480-volt switch gear & transformers: (7) 6900-volt Trenchers: Air cornpressors: Trucks & trailers. 
Switch gear & transformers: (13) 480-volt motor control. 
centers. ELECTRICAL: 2,940,646' of copper cable; APPR QXIMATE TWO BILLION DOLLARS we 
TAWG to 20AWG, 600-volt: 12,771" cable tray: (7) 
~ Neutral grounding resistors: Assorted sizes of con- 
"dulets. (4) G.E. 250KVA generators. TANKS: (11) 
:: 78,000-gallon to 15,000-gallon stainless steel, steel & vis 
. aluminum tanks. AIR COMPRESSORS: Stationary Contact Auctioneers for Free `Бавопрй\@ Bre 
| compressor plant. consisting of; (5) lngersot- -Rand listing terms and корону to. be sold at auction. 
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items, associated with large construction projec 
available for sale. For information. contact TVA a 















Send to: Miller & Miller Áuctitneers; inc. 
2525 Ridgmar Boulevard 
Fort Worth, Texas 76146 
A/C 817 732-4888 

' Yes, would like a descriptive brochure on TVA auction. 


please print 
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By Alan Sanders 


lie change in the Kremlin's leaders! ip 
as inevitably had its impact оп ё 
Soviet Union's relations with its allies, de- 
spite the pledges of new Soviet leader Yuri 
Andropov of continuity in Soviet foreign . 
policy. In the case of Mongolia, this is re- 
flected in a subtle change from "complete 
identity of views" between the Mongolian 
ind Soviet leaders to "complete mutual 
inderstanding.” 
‘Last December, Mongolian President 
 Yumjaagiyn Tsedenbal - took Premier 
-Jambyn Batmonh with him to Moscowito 
end the celebrations marking the 60th 
nniversary of the Soviet Union. Address- 
ng the Kremlin rally. Tsedenbal, who is 
150 general secretary of the Mongolian 
eople’ s Revolutionary Party, made а 
outine pledge to strengthen Mongolian- 
Oviet friendship, and went on to praise: 
the main report delivered Бу Anátopovi as 
ee oe and inspiring.’ 
This evaluation. lay halfway Берип 
ngarian statesman Janos Kadar's warm ` 
eference to “our friend” Andrópov, and 
e Kirghiz party first secretary's 
'cophantic description of Andropov's re- | 
port as "vivid and profoundly impressive" 
nd. an "outstanding document of the. 
reative development of Marxist-Leninist 











































Mongolian leaders are saling а the crucial relatio ship 
le new men in the Kremlin and are hoping for continuity 


Tsedenbal met лоор ой Шер 
/24 and’ discussed with: hint undisclosed 


“urgent. matters” concerning the activity 
of the Mongolian and Soviet parties. һап 
atmosphere.o 
complete mutual understanding,” they re- 
solved to continue developing relations on 
the basis.of “un friendship, self- 












less mutual aid and firm ideological. 


unity.” Batmontrflew home the same day, 
but Tsedenbal stayed on and returned at 
the end of January after five weeks away. 
This was his latest unexplained absence 
from the Mongolian. scene.. On average 
over the past three years, Tsedenbal has 
been. out of circulation for 12 weeks a 
year, not counting non-appearances of up 
to a fortnight at a-time:; Besides taking а 
long summer holiday.in the Soviet Union 
every year, he is.often absent from Ulan 


Bator fòra month or so in the winter or. 
carly spring. From time to time, Tseden-. 
bal has undergone. medical treatment. in. 


the Soviet Union. 


However, it is likely that on this осса- 
sion Tsedenbal was weighing ир the new 


leadership style in the Kremlin and its im- 


«plications for Mongolia. He will certainly 
approve of the Soviet campaign for great-- 


er discipline in society and efficiency inthe 
economy, but the strong emphasis on 





Cuddle up, comrade 


The Soviet ambassador in Ulan Bator says that the process of 
mowiet-Mongotiart integration is gaining ground i in many fields 






Asse Mongolian leaders watch the 
M'AKremlin for signs of new policy lines, 
day-to-day relations are handled in {Лап 
Or by a huge team of diptomats, ex- 
perts and advisers headed by Soviet An- 
bassador Aleksandr Smirnov. | 
^ Smirnov was posted to Ulan Bator į in 
September 1973. Unlike his predecessor, | 
who was a full member of the Soviet Com: | 
munist Party Central Committee, Smir 
nov is only a candidate. member; but 
otherwise their Siberian backgrounds are 
similar: the former envoy was first.secrete 
ary of the Soviet party in the Irkutsk re: 
ion before going to Mongolia, and Smir- 
ov was first secretary of the Chita Tegior 
1961 to 1973. - | | 
ngratulating Smirnov chis 70 
rthday last June, Mongolian President 
‘Yumjaagiyn Tsedenbal presented a 
tion which called Smirnov a "real int 
nationalist” and a true friendof Mongol 
“We express to you our heartfelt gratitude 
< ог your many years of fruitful work ia” 
























































Mongolia, your simplicity; atténtiveness 
and accessibility to ordinary people; and | 
the big contribution you have. made: to: 


strengthening the unbreakable friendship: | 


and multifaceted cooperation between the 


| Soviet Union and People's Mongolia.” 
Soviet troops in Mongolia are under the 
command of Col-Gen., Fedor. Krivda, who 


served with the Soviet Army i in Czéchos- 


pointed first deputy commander of t 
Soviet Central Asian military district. b 
fore being given command of the South- 
ern Group of Soviet forces in Hungary 
1976-79, The Soviet. Army in Mongolia is 
estimated at one: tank division and twi 


motorised rifle divisions — about 46, 909 : 


men. 

The Soviets have consiilates 
Choybalsan. centre of Eastern Proving 
where Soviet troops are stationed, and in 


, Darhan, a big industrial town. in Selenge- 
province, northern.- Mongolia; where: | -¢ 


there are many Soviet-built’ factories; 


iternity, cordiality and. 








.lovakia in the 19605 and was then ape |. 










|. Site, of the Mongolian- - Soviet joint Copper 


: fant objectives,” 


‚ commission has worked successfully to ex- 


3 nt by the MONA lead- 
ers. In his condolences to the Soviet lead- 
ers, Tsedenbal paid warm tribute to 


| Brezhnev as a "great friend of the Mongo- 


lian people” who had made a big “per- 
sonal contribution" to the cementing of 
Mongolian-Soviet friendship. The two 
had last met ‘in Crimea in August 1982, 
when they reached “complete agreement” 
on relations with China. 

In his message of congratulations to An- 
dropov on his election as general secret- 


ary, Tsedenbal again noted Brezhnev's 


“invaluable contribution” to the develop-. 
ment of relations between thé two coun- 
tries, but he failed to pay tribute to: An- 
dropov’ s qualities, Hinting at the need for 
continuity, Tsedenbal promised, that 
Mongolia would "continue to strengthen 
tirelessly the unbreakable ties of fraternal- 
friendship and cooperation.” Tsedenbal 
and Batmonh had spent two days sight-se- 
eing in Sverdlovsk before arriving in Mos- 
cow for Brezhnev's funeral; апа then had 
only a very brief meeting with Andropov, 
Soviet „Premier. Nikolay: Tikhonov. апа 


‘Foreign Minister Andrei Gromyko before 


flying home. - 

„уе! another contrast, a "personat tri- 
‘bute to: Andropov soon afterhis election 

was « шл i 









Реја, 






MPRP's 








there: is a^consulate-general in. Erdenet, 






and molybdenum mining enterprise. 
Inter- -governmental economic coopera- 
tion is dealt with at.vice-pre 






usc of materia d i 
tion of efforts tion of impor- 
га speeding up 


prospecting ` for , useful. minerals and 

















geological surveys. . According to the 












Soviet trade representative in Mongolia, 
the Soviet- -Mongolian intergovernmental 






pand Mongolia's export resoutces. 

“Trade. between, the two countries is 
constantly being enriched by new forms. 
There has been a broad development of 


; exchange opérations between the state 


upply.committeé "Soviet. Union 







гапа Mongolia and о s deliveries on a 








multi-clearing basis within the Comecon 
framework. Th i 
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к Tsedenbal; Andropov: a subtle change іп the relationship. 


powerful party control committee, who 
was minister of public security in 1971-81. 
"The Mongolian people value highly the 
great personal contribution of Yuri An- 
dropov to the strengthening of the security 
of the people . . . and in particular the 
further expansion and deepening of rela- 
tions of traditional friendship between the 
Soviet Union and Mongolia and deeply re- 
spect him," Dejid said. Recalling An- 
dropov's visit to Mongolia in 1979, Dejid 
said it was still fresh in his memory. “Не 
met us and talked to us very warmly, in a 
friendly yet at the same time businesslike 
way," he continued. 

"Because of my duties, I have known 
Andropov for many years," Dejid wrote. 
"Every time I read his works or meet him, 
I always admire his sharp mind, his good- 





ness and his humanity." Andropov was a 
"good friend of the Mongolian com- 
munists and the whole Mongolian 
people," he added. Andropov's three-day 
visit to Mongolia in August 1979 at Dejid's 
invitation included a "friendly talk" with 
Tsedenbal, according to an official release 
at the time. 

During a previous trip to the Soviet 
Union last year, Tsedenbal had met An- 
dropov's immediate successor as KGB 
chairman, Vitaliy Fedorchuk, who has 
since then been appointed minister of in- 
ternal affairs with the rank of army gen- 
eral. Tsedenbal presented Fedorchuk — a 
"dear friend" of Mongolia — with the 
Order of Suhbaatar, Mongolia's highest 
award, for services to cooperation be- 
tween the countries' security forces. 
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would be paying more than the contract 
price for many Mongolian goods, and ad- 
ditional payments would be made for 
above-plan deliveries. 

The Soviet Ministry of Foreign Trade, 
Soviet foreign trade organisations and 
Soviet trade officials in Mongolia paid 
great attention to the effective use of 
Soviet machines and equipment, he 
added. Highly qualified specialists were 
sent to Mongolia by the equipment 
suppliers to train Mongolian engineers 
and technicians how to use and service 
Soviet-made machinery. 

Soviet experts are also at work at many 
levels in the Mongolian administration. 
Under a Mongolian-Soviet agreement of 
September 1977, a “plenipotentiary rep- 
resentation" of the Soviet Ministry of Fi- 
nance is attached permanently to the 
Mongolian Ministry of Finance to help 
Mongolia “utilise its financial resources 
rationally." Likewise, a representative of 
the Soviet Ministry of the Coal Industry is 
attached to the Coal Production Associa- 
tion of Mongolia's Ministry of Fuel and 
Power Industry. 

Mongolia's railways are managed 
through a. Mongolian-Soviet joint stock 
company of which the chairman is the 
Mongolian minister of transport — but the 
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director-general is Soviet and only the first 
deputy director is Mongolian. Similarly, 
the Erdenet combine has a Soviet direc- 
tor-general and a Mongolian first deputy. 
In the joint enterprise for mining non- 
ferrous metals called Mongolsovtsvetmet, 
again the Mongolian side is represented at 
the level of first deputy director under a 
Soviet director-general and a Soviet first 
deputy chairman of the board. On the 
other hand, such concerns as Medmolib- 
denstroy, for construction of the Erdenet 
combine, and Mongolenergostroy, which 
builds power stations in Mongolia, are 
Soviet wholly owned organisations 
Smirnov says: “The processes of inte- 
gration have been constantly gaining in 
strength in Soviet-Mongolian relations in 
recent years. Mutual consultations, coor- 
dination òf national economic plans and 
construction of joint projects have be- 
come the firm practice of our cooperation. 
Direct links between the ministries, de- 
partments, autonomous republics and re- 
gions of the Soviet Union and the pro- 
vinces of Mongolia have been established 
and are developing successfully, and con- 
tacts between scientific establishments, 
ublic organisations and creative unions 
for artists and writers] are growing 
stronger." — ALAN SANDERS 


‘The Soviet delegation to the мопропап 
security forces’ 60th anniversary celebra- 
tions last July was headed by Col-Gen. 
Viktor Chebrikov, now chairman of the 
KGB. He had meetings with Dejid, Vice- 
Premier Sonomyn Luvsangombo (ap 
pointed minister of public security in Fe 
ruary 1982) and Lieut-Gen. Oldziyhuta- 
giyn Choyjilsuren, who was also minister 
for eight months, between Dejid and Luv- 
sangombo, and now heads the administra- 
tion department of the central committee. 
Chebrikov also met Tsedenbal, who pre- 
sented him with the Mongolian Order of 
the Red Banner of Military Merit, though 
it was not disclosed how he had earned it. 

Although the Mongolian leaders know 
the top KGB men, their relationship with 
Andropov is hardly warm. Because Mon- 
golia's relationship with China is so impor- 
tant, they will certainly be very sensitive to 
any hint of change in Soviet-Chinese rela- 
tions. Andropov has said that he wants 
good relations with all socialist countries, 
including China. 

Meanwhile Tsedenbal, addressing a 
meeting of the central committee last De- 
cember, said that the Chinese leaders’ ac- 
tions had a direct influence not only on 
Mongolia and all China’s neighbours, 
“but on the situation throughout Asia and 
indeed the world.” Mongolia was watch- 
ing the Chinese leaders carefully, “be- 
cause we are not indifferent as to what 
foreign policy they pursue,” Tsedenbal 
added. [г] 
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FOREIGN RELATIONS 


А glacial advance 


The Antarctica Treaty nations are working on a minerals regime 
but have failed to make progress on the sovereignty issue 


By Ann Taylor 

Wellington: A commission to control the 
exploitation of  Antarctica's mineral 
wealth will be set up eventually by the An- 
tarctica Treaty nations. But the central is- 
- sues facing them — differences over his- 
torical claims, non-acceptance of all such 
claims by some nations and the stand by 
others that Antarctica should be the com- 
топ heritage of mankind — remained un- 
resolved at the end of their consultative 
parties’ meeting in Wellington last month. 
These matters were addressed but quickly 
put aside so that members could press on 
with the lengthy agenda. *We could have 
‘Spent two weeks exploring [those],” said 
meeting chairman Chris Beeby, who is an 
assistant secretary їп New Zealand's 
Foreign Ministry. 

The commission will not actually func- 
tion until there is a firm proposal to 
explore for minerals, and that may not 
happen for 20 years. A minerals regime, 
however, is to be ironed out within two 
years, and it is hoped this regime will pro- 
vide a system flexible enough to deal with 
both expected and as yet unexpected pro- 
blems which are bound to arise when An- 
tarctica's resources are tapped. 

The commission is to be the central 
body of the treaty's mineral regime which 
"will contain some general principles 
against which further decisions will be 
taken in the institutions of the regime," 
Beeby said. He added that the central 
body will eventually need to be much 
more specific in what is contained in the 
general principles. The commission's 
membership will not necessarily be limit- 
ed to the 14 treaty nations. Beeby said 13 


nations which have acceded to the treaty 
but have not yet signed it, may also be in- 
cluded as commission members. 

A scientific, technical and environmen- 
tal committee to advise the commission 
will be formed, and it might be that the 
fragility of the Antarctic environment will 
dictate that no exploitation should pro- 
ceed. The commission would have an en- 
vironmental monitoring function if exploi- 
tation does proceed and would settle dis- 
putes. The amount of power vested in the 
commission to police and discipline activi- 
ty in Antarctica, is ultimately dependent 
on how the territorial claims issue is resol- 
ved. 

Funding of the commission, voting 
rights and. procedures will be on the 
agenda of the next treaty nations' meeting 
in Bonn, West Germany, in July. Whether 
decisions are taken by consensus or by 
qualified majorities has still to be worked 
out, Beeby said. The conflicting aims of 
protecting both the environment and min- 
ers’ investments will also be on the 
agenda. 


he United Nations is expected to dis- 

cuss the Antarctic resources question 
this year and it is likely to be discussed at the 
non-aligned summit in New Delhi in 
March. The treaty nations are keen to re- 
tain control of Antarctica, and their an- 
nouncement of agreement on the need for 
а commission to oversee resource exploi- 
tation may be aimed at demonstrating to 
the world that they are accomplishing 
something on the subject themselves. 

Without being seen to be working to- 


Indians in the Antarctic: à resource-hungry world turns to the south. 
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wards a minerals regime, the 14 treaty na- 
tions would be in a poor position to resist 
criticism from countries which are not 
party to the treaty. If the treaty is weaken- 
ed due to members' inaction, and some 
other international body claims. stew- 
ardship over Antarctica, the 14 could lose 
their own claims to a resource-hungry 
world. And if the territorial issue is not 
sorted out, the treaty nations closest to 
Antarctica might have to begin thinking 
about beefing up backdoor defences to 
protect their own interests. 

While Beeby described a willingness 
among the treaty nations to tackle the ter- 
ritorial claims problem, it remained unre- 
solved and largely undiscussed. Whatever 
is ultimately agreed upon has to be done 
by consensus, so that no country or group 
of countries acts unilaterally to assert 
sovereignty. Any agreement also has to be 
acceptable to those who want to join the 
treaty and at least tolerable to those who 
do not. Countries not party to the Antarc- 
tica Treaty have become concerned over 
the treaty nations' attempts in recent years 
to work out a minerals regime for the re- 
gion because the question of who can 
exploit the area's wealth is tied up so 
closely with the question of to whom the 
Antarctic belongs. 

The treaty, which was signed in 1959 
and came into effect in 1961, neither 
grants territorial rights nor recognises 
claims. Three of-the original treaty sig- 
natories — Britain, Argentina and Chile 
— have overlapping claims, but these in 
effect have been frozen by the 1959 pact. 
The other signatories are Poland and West 
Germany — which were most recently ad- 
mitted — Australia, Belgium, France, 
Japan, New Zealand, Norway, South Af- 
rica, the Soviet Union and the United 
States. Despite the fact that territorial 
claims are not recognised by treaty mem- 
bers, non-members worry that members 
will develop a minerals regime that will, in 
the end, benefit only the signatories to the 
treaty at the expense of the rest of the 
world. a 
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There's no one quite like her. 

She's warm and friendly. With a style of her own. And no wonder. Her attentiveness 
and sunny smile come from a tradition of Philippine hospitality ages old. 

Asias first ladies. On Asias first international airline. More reasons why Asias first 
airline still is. 
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Reinhold Messner and his Rolex 
enjoying the fresh air at the summit of Everest. 


Ask any climber his nomination for the 
greatest living mountaineer in the world, 
and almost inevitably he will answer 
“Reinhold Messner.’ 

That is not simply because Messner is 
the only climber to conquer eight moun- 
tains of 8,000m or more, but also because 
of his methods. 

Reinhold Messner climbs “by fair 
means”: without oxygen equipment; with- 
out pitons; without porters. 

“Now technology has overtaken the 
climbing; says Messner. “I want to climb 
with my strength, with my fears, with my 
senses. So, climbing for me is a matter of 
self-exploration; to discover more about 
myself. I want to solve a mountaineering 
problem in the mountains, not in the 
sporting goods store.” 

And his achievements have left the 
mountaineering fraternity shaking their 
heads in disbelief. 

Messner was the first to climb Mount 
Everest (8,848m) without oxygen. Com- 
pletely alone he conquered the 8,125m 
peak of Nanga Parbat. He climbed K2, at 
8,611m, the second highest and most diffi- 
cult mountain in the world. Accompanied 
by Michael Dacher and a small expedition, 





this was achieved in record time. 

These exploits are recorded in his 
books ‘The Seventh Grade; ‘Solo Nanga 
Parbat; ‘Everest’ and ‘Big Walls; and have 
become best-sellers. 

In 1980 Reinhold Messner risked 
“madness” as some called it. 

The ascent of the north face of Everest 
from Tibet. 

Completely alone, during the adverse 
weather conditions of the monsoon season, 
Messner climbed for days at altitudes 
known to mountaineers as the death zone. 

Without oxygen equipment; without a 
partner; without native porters. 

Without the possibility of rescue. But 
one piece of equipment Messner never 
climbs without is his Rolex Oysterquartz. 

“То be up there without a precise and 
absolutely reliable watch would be mad- 
ness; says Messner. "My Rolex is my life 
insurance. When to make camp; my rest 
period at the peak; the night-time decamp- 
ment all have to be timed precisely. 

“For me there is no better watch.” 

And as demonstrated: at 8,848m; at 
40 degrees below zero; and even without 
oxygen, Reinhold Messner and 
his Rolex both function perfectly. W 


ROLEX 


of Geneva 


The Rolex Oysterquartz Datejust Chronometer in stainless steel, with matching bracelet. 
Other Oysterquartz models available in 18ct. gold, and also in combination gold and stainless steel. 
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Major corporations around the world 
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integrated to the same high standards through- 
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Responsibility rests with our managers on 
the spot, an international team of professionals. 
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back over a hundred years, they draw on a 
fund of knowledge bed delivering that service 
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Current and deposit accounts, payments 
and collections, letters of credit, guarantees and 
loans in domestic and international currencies — 
supported by our expertise in the foreign 
exchange markets – are handled with that 








..Our integration 
ensures the same 
high standards 
of service 


consistent efficiency which comes with experience. 

When you bank with us locally you tap our 
understanding of business conditions and enjoy 
sound advice on financial practice from our 
people there. 

And since our commercial and merchant 
banking is integrated, you also gain access to our 
proven competence in the international capital 
markets. 

Wherever you deal with us, you secure the 
fast and sure response that gives you 
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HISTORY 


The teacher who did not learn 


The Endless War: Fifty Years of Strug- 
gle in Vietnam by James Pinckney 
Harrison. The Free Press. US$17.95. 


"WE'LL just go on bleeding them to the 
point of national disaster for generations. 
They will have to reassess their position." 
Is this Gen. Vo Nguyen Giap outlining his 
strategy for the final humiliation of the 
French forces at Dien Bien Phu.in 1954? 

No, but it could have been. The speaker 
was, in fact, Gen. William Westmoreland, 
United States commander in Vietnam. He 
was speaking in April 1967, a time when 
his political masters in Washington still 
seriously believed that the war in Vietnam 
could be won by numbers — the number 
of US troops involved, the number of 
bombs dropped, bullets fired. bodies 
counted. 

But in less than а year, the Vietcong 
were to open their Tet offensive and the 
then US president, Lyndon Johnson, was 
to announce that he would not seek re- 
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Johnson: history unread — or history ignored. 


election. Johnson, the former school- 
teacher, had made two elementary mis- 
takes, errors that were to be compounded 
by those who followed him into the Oval 
Office. Johnson had not read — or had 
chosen to disregard — history; and he seri- 
ously underestimated the ideology and de- 
termination of the opposition. 

There was, as Harrison emphasises in 
this analysis, no excuse for either mistake. 
Nearly a quarter-century earlier, the 
French, ensconsed at Dien Bien Phu, had 
appeared genuinely surprised that thou- 
sands of Vietnamese, pushing bicycles and 
pulling primitive carts, had dragged heavy 
artillery into position on the surrounding 











hillsides. The White House and the Penta- | 


gon appeared unable or unwilling to com- 
prehend that the same methods were 
being used to feed supplies into the south. 
The world's most advanced military 
technology, backed by a philosophy of 
kill-and-never-mind-the-cost,. was finally 
to be overwhelmed by countless pairs of 
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muddy feet, slopping down the Ho Chi 
Minh trail, carrying rifles, ammunition 
and rice. 

In his preface to this excellent book, 
Harrison stresses that he wanted to con- 


| centrate on the Vietnamese side of events, 


regarding Japan, China, France, the 
Soviet Union and the US as outside actors 
always in the background. He writes this 
history backwards, beginning with the fall 
of Saigon and retreating into the past to 


| examine the basic reasons for that fall. 


And that, as Harrison makes clear, is 
where US policies went so badly wrong; 
the policymakers ignored the realities of 
the past in the pursuit of their desire to 
create a future Vietnam free of communist 
influence. It is charitable to believe that 
the haste with which this objective. — 
naive in itself — was pursued, led to some 
of the larger errors. 

The signs had, after all, been clear 
enough, but the US refused to learn from 
the French experience. As early as 1944 
the communists in Vietnam 
had been told: *Considering 
tactics, we will apply guerilla 
warfare, which consists in 
being secret, rapid, active 
now in the east, now in the 
west, arriving unexpectedly 
and leaving unnoticed." A 
year later Ho had warned the 
French: *If we have to fight, 
we will fight. You will kill 10 
of our men and we will kill 
one of yours. In the end, it 
will be you who will tire of 
it. 

Throughout his argument, 
Harrison shows how the US 
forces consistently ignored 
not only the philosophy of 
guerilla war, but also the practical applica- 
tion of that philosophy. Harrison also re- 
minds the reader of the cause for which 
the war was — ostensibly — being fought. 
He discusses, in fascinating detail, the al- 
most unbelievable corruption of succes- 
sive South Vietnamese governments. 
(There were more than 10 changes of gov- 
ernment between the ousting of Ngo Dinh 
Diem in 1963 and the installation of 
Nguyen Van Thieu in June 1965.) By 
1973, it was estimated that up to 200,000 
political prisoners were in South Vietnam- 
ese jails, and the rake-offs from rackets 
probably exceeded the total budgets of 
some Third World nations. 

This is a long and complex work, at 
times rather too detailed, especially when 
dealing with the early manifestations of 
communism in Vietnam. Ultimately, 
however, Harrison adds scholarship and 
perspective to a subject that has already 
been discussed at length, but seldom with 
such perception and insight. — A.D. 














‘Shortly after the historic day in AD 1044 
when Anawrahta's mythical spear, Arein- 
dama, pierced the body of his half-brother 
Sokkate and made him king over the 19 
villages in the plain of Pagan, a yellow- 
clad recluse by the name of Shin Arahan 
was brought into the new ruler's presence. 
This Buddhist monk, son of an Indian 
Brahman in Thaton, turned Anawrahta's 
mind toward a religion which was breath- 
ing its last in India, where it was being 
routed by the steady and merciless ad- 
vance of Islam. 

Anawrahta was what modern political 
scientists would call a nation builder, mas- 
ter of an art of statesmanship which is 
given only to a few. He knew that if he 
wanted to reign over more than just a few 
villages as his forefathers had done, he 
had to become the promoter of a unifying 
belief, the protector of a common ideal 
which would bind people together . . . 

Shin Arahan, the pious eremite monk 
(whose sculpted features can still be seen 
today in the Ananda Temple), introduced 
Anawrahta to the conservative interpreta- 
tion of a philosophy which, during its 
1,500-year existence, had been proven to 
plant sense and commitment into the 
hearts of its followers. It was this event 
which brought Burmese history to a turn- 
ing point... 

In the 800 years since Anawrahta's 
reign, Buddhism has been the unifying 
theme enabling Burma to survive cen- 
turies of war and migration. Indeed, the 
Burmese nation exists because of 
Theravada Buddhism.* 


From Burma the Golden photographed 
by Gunter Pfannmuller, written by 
Wilhelm Klein. APA Productions. 
US$45. 
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_ By Richard Nations 
_ Washington: The opening act of the 
.. “Great Debt Tragedy of the 1980s" has 
_ drawn to a successful conclusion. The In- 
© ternational Monetary Fund's policy body, 
. the Interim Committee, agreed on Feb- 
- ruary 10 to an agenda which should in ef- 
— fect double the IMF's usable resources by 
the end of this year. At last the fund will be 
fully armed to meet the panic which has 
been rippling through international credit 
markets since the Latin American debt 
. crises of mid-1982. 

But just as the interim committee chair- 

тап, British Chancellor of the Exchequer 

_ Sir Geoffrey Howe, rang the curtain 
down, the stage was being set in the Unit- 

ed States Congress for the next scene, 
which could reduce the whole drama to 
low comedy. 

The script this time called for the con- 
version of the conservative administration 
of US President Ronald Reagan to a new 

~ internationalism as it came to realise that 
vital US strategic interests — not to men- 
tion the very solvency of America's big 
. banks — are at stake in the Latin Ameri- 
X can debt crisis. By and large, this has hap- 
Ё pened. Since the joint IMF-World Bank 
~ annual meeting in Toronto last September 
_ the Reagan administration has gradually 
. eased the brakes which hitherto restrained 
= international pressure to enlarge the 
— IMF's resources. 
. Critics charge that this is not the same as 
. the true international leadership required 
of the US in times of crisis. Nonetheless, 
the results of the fund’s interim meeting — 
` the 50% quota increase together with a 
near-trebling of the general agreement to 
borrow, or GAB (REVIEW, Feb. 3) — will 
have a similar effect to a doubling of 
quotas, as was advocated in Toronto by a 
. number of the fund's member govern- 
ments. 

IMF managing director Jacques de 
Larosiére took pains to explain to the 
press the complicated arithmetic of the 
fund's enhanced liquidity. The eighth gen- 

. eral review will increase the fund’s overall 
лм from its current 61 billion special 
drawing rights, or SDRs (US$66.6 billion) 
to SDRs 90 billion. But only half of the ad- 
= ditional funding will yield usable re- 
= sources, the hard currencies of countries 
in balance-of-payments surplus which are 
lent to members with unsustainable de- 
. ficits. The GAB, however, yields two- 
thirds usable resources; and since the 
Group of 10 (the leading industrial-coun- 
try members) agreed in Paris on January 
18 to throw the facility open to less-de- 
veloped countries (LDCs) for the first 
time, the increase in the GAB to SDRs 17 
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The IMF is fully armed ag 


billion from SDRs 6.4 billion will give the 
fund considerably more flexibility. 

In addition, de Larosiére is negotiating 
with Riyadh for two substantial loans from 
the Saudi Arabian Monetary Authority. 
The first is for a sum thought to be SDRs 
1.7 billion on terms “parallel to the new 
GAB" account — the Saudis’ way of 
cooperating with the rich industrial coun- 
tries while preserving its political distance 
from them. Second would be the third 
tranche — perhaps of SDRs 2.3 billion — 
of an earlier arrangement to lend the IMF 
SDRs 4 billion a year in 1981 and 1982 
with an open option for this year. 

Altogether, this amounts to around 
SDRs 30 billion of new usable resources 
which de Larosiere said is “double what 
we had just a few weeks ago." The impact 





on liquidity is even more dramatic, since 
emergency drawings by Brazil will leave 
the IMF with uncommitted resources of 
only SDRs 7 billion by the end of Feb- 
ruary. Furthermore, the meeting agreed. 
to accelerate the timetable for paying in 
the new quotas to the end of 1983, in effect 
shaving two years off the 1985 deadline set 
at the seventh quota review in 1980. 


Me the closing communique 
struck a new note of leniency towards 
Third World concerns. The conservative 
industrial powers — the US, Britain and 
West Germany — have relaxed their bit- 
terly resented demand to lower substan- 
tially access limits for borrowers set in 
1980 at 450% of quota for medium-term 
loans carrying high conditionality. In- 
stead, а compromise is likely over lower 
limits for the non-conditional facilities — 
the compensatory-financing and cereal 


ainst the debt crisis — for now 


ack from the brink 





facilities — which even many LDCs view 
privately as a loophole permitting smaller 
industrialised countries such as South Af- 
rica to drain off too large a share of the 
fund's new money. 

Perhaps most significantly, the issue of 
an "SDR allocation" has been resur- 
rected, and this may be more than just a 
bone thrown to the so-called Group of 24, 
the fund's developing-country caucus. 
Until recently the conservative powers 
dismissed as inflationary the Group of 24's 
demand for the issue of SDRs 12 billion a 
year to the fund's developing-country 
members. But progress in reducing global 
inflation is now officially admitted, while 
the world recession is seen to be cutting 
developing countries' reserves to danger- 
ously low levels. 

According to the IMF's World 
Economic Report, non-oil LDC reserves 
fell by 18% in 1982 after rising by more 
than 11% in 1980. Rebuilding these re- 
serves with an SDR allocation would pro- 
vide a counter-cyclical measure, serving 
rich countries’ interests in a number of 
ways: it would bolster aggregate world de- 
mand for industrial-country exports; it 
would hedge against default by large 
debtor LDCs, and it would help the fund’s 
cash-strapped member-countries to meet 
the requirement that they pay up 25% of 
the new quotas in SDRs or hard curren- 
cies. 

This may well fall far short of the liberal 
and internationalist spirit of the first Bret- 
ton Woods meeting in 1944. But the 
Washington agenda is the product of a 
carefully orchestrated effort to endorse 
formally the fund's new role — carved out 
since Toronto with behind-the-scenes sup- 
port from the US Treasury — as a credible 
nerve centre of international debt-crisis 
management. And it is a long way from 
the smug platitudes extolling the “magic 
of the marketplace” first offered when 
Reagan addressed the IMF-World Bank 
annual meeting. 

It is far from certain, however, that the 
US Congress will play its part. Key aides 
in both the Senate and the House of Rep- 
resentatives give the administration’s re- 
quest to authorise US$8.2 billion for the 
eighth review a no better than even 
chance. Even if congress eventually comes 
around to accepting a fortified fund in the 
country’s self-interest, “there is enormous 
scope for mischief during the debate 
which could well negate the confidence- 
building function of increasing the quotas 
early,” an aide on the Senate Banking 
Committee told the REVIEW. 

This is the first time the Reagan admin- 
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istration has gone to congress to request a 
substantial increase in any budget item, 
and it could not have come at a worse 
time. The recession has not only raised un- 
employment while lowering the White 
House's prestige, it has helped to shift the 
balance of congressional power to the 
Democrat leadership in the House of Rep- 
resentatives. *[Democratic Party leader] 
Tip O'Neill will demand his pound of flesh 
in exchange. for the IMF bill, and he'll 
probably want to cut it right out of the 
heart of Reagan's sacrosanct defence 
budget," one source said. 

Even before the administration brought 
its request to the House Banking Commit- 
tee, members were said to be working on 
amendments ranging from restrictions on 
nations with poor human-rights records to 
language mandating lower interest rates 
and a balanced budget. One amendment 
will call for the US quota subscription — 
currently an off-budget item since it is an 
"exchange of assets" offset by SDRs on 
call at the fund — to be calculated'into the 
deficit. 


S; far, the debate has merged the ques- 
tion of the fund quotas with a bailout of 
the big international banks. “The bankers 
[are] nominally Americans, but their poli- 
tical principles are those of the new supra- 
national class . . . rootless and parasitic, 
which gathers annually at meetings of the 
International Monetary Fund," said the 
New Republic, a thoughtful publication of 
the liberal intellectual elite. Nor have the 
big banks done much to increase their 
popularity with the common man re- 
cently. By publicising support for. high 
Opec oil prices — bankers fear a collapse 
of the oil market will force further defaults 
on oil-backed sovereign debt — the banks 
appear to confirm the popular resentment 
of big-money oligopolies. 

Representatives both of the administra- 
tion and major US money-centre banks 
have tried to persuade congress that the 
debt crisis is now in hand. Since the 
Mexico crisis, Treasury Secretary Donald 
Regan told the House Banking Commit- 
tee, relief has come from official interven- 
tion in the form of bilateral government- 
to-government loans, central-bank bridg- 
ing finance coordinated by the Bank for 
International Settlements in Basle, IMF 
programmes tied to increased commer- 
cial-bank. exposure and, perhaps most 
critically, an, internationally coordinated 
easing of monetary policies. 

But this is viewed even by sympathetic 
members of the Senate Banking Commit- 
tee as little more than first aid. There is a 
broad suspicion that the market system 
has failed fundamentally and must be re- 
formed with federal legislation if good 
money is not to be thrown after. bad. 
Bipartisan legislation sponsored jointly by 
a Republican, Sen. John Heinz, and a 
Democrat, Sen. William Proxmire, is 
aimed at strengthening federal regulations 
with major provisions designed to: 
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> Impose, for the first time, specific 
limits on the amount any bank can lend to 


any one country. 


» Oblige banks to increase their loan- 


loss reserves when foreign loans go bad, 
possibly at the time of rescheduling. 

» Require banks to stretch out the 
front-end fees earned for leading syndica- 
tions with a view to discouraging the mis- 


leading appearance of profitability for un- 


sound international lending. 
There is no doubt that the loose federal 
regulations on international lending intro- 


duced in. 1979 failed in their purpose of 
preventing a. dangerous concentration of 


overseas portfolios. By mid-1982, the col- 
lective exposure of the nine largest US 
banks in Mexico, Brazil and Argentina 
reached 13795 of their combined capital, 
up from 114% in 1979. 

B e is a fear not just among the 
bankers herfiselves that an excessive 





wing of tha. Uniting direction of 
eae lie mand liga bs. S 
banks from i 1 


ruption legislation in 
heed scandal had a similar im 
multinationals, by eroding their position 


vis-a-vis European and Japanese com- 
petitors. 
This could damage the delicate 


mechanism recently evolved to handle the 
international debt crisis. Under pressure 
from the US Treasury and the IMF, US 
banks have been forced unwillingly into a 
temporary cartel with the aim of increas- 
ing their exposure in troubled Latin Ame- 
rican countries by 7%. Left to themselves 
and the market, many banks would have 
pulled out of Latin America, forcing an 
even more ferocious adjustment. 

Morgan Guaranty Trust estimates that 
7% growth for commercial-bank borrow- 
ing is likely to be the limit in 1983 and 
beyond, not only for Latin America but 
for all of the 21 major LDC borrowers. 
The remainder of their credit needs — 
which will vary enormously with the speed 
and extent of the economic recovery — 
will have to be taken up by official and 
non-bank sources such as the IMF and na- 
tional'export-import banks. Yet even this 
fragile new role for the commercial banks 
could be severely strained by over-zealous 
new regulatory pressures. 

The Interim Committee agenda helps 
pull the world back from the precipice, but 
it has only bought time until a major re- 
covery brings the only reliable solution to 
the global debt crisis. However, the re- 
covery remains the least certain of the var- 
iables. Despite promising signs of an 
economic turnaround in the US, the dis- 
turbing January up-tick in interest rates 
may portend another false start. 

Much depends on battles to be fought in 
congress over Reagan's 1984 budget, and 
on whether the major industrial powers 


сап coordinate stimulative fiscal and 


monetary policies without re-igniting in- 
flation. However it is played, the second 
act is unlikely to be an anticlimax. 






































The sequel to the Brandt - P E Í 
Report warns of the dangers i 
of global depression Е 


By Daniel Nelson " 
London: The Brandt Commission has _ 
launched Common Crisis, a sequel to the 
most unlikely bestseller of recent years, _ 
North-South: A Programme for Survival, — 
which has come to be known as the Brandt — 
Report after its author, former West Ger- _ 
man chancellor Willy Brandt, who . 
chaired a World Bank committee in 1977 — 
set up specifically for that study. ex 

“In the midst of depression and with- — 
drawal, Common Crisis provides a mes- 5 | 
sage of ultimate hope — that the worldcan — 
cooperate and expand to become safer 
and more prosperous," declares Pan _ 
Books, publisher of the report — written _ 
by a group under the leadership of former | 
British prime minister Edward Heath and _ 
Commonwealth Secretary-General Sir | 
Shridath Ramphal. a 

The success of the first report will be 
hard to match, because Common Crisis is _ 
essentially an expanded version of the E. 
Brandt . Report's proposal (ог an _ 
emergency programme to promote inter- _ 
dependence among developing and indus- _ 
trialised countries. Common Crisis says — 
that “the dangers of depression now great- — 
ly outweigh those of inflation." re 

The global economic outlook has de- — 
teriorated іп the three years since publica- —— 
tion of the Brandt Report, say Heath and 
Ramphal, the two commissioners of the — 
original 21 who have tied their colours _ 
most securely to the Brandt mast. They  - 
appealed for a stop to the slide into  - 
worldwide depression, warning of "social — ' 
and economic breakdown." ‹ | 

Common Crisis deals mainly with _ 
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vering ach matters as iid. trade 
ebt, energy and 
iegotiating process. It also recommended. 
another North-South summit — despite 
he failure at Cancun, Mexico — with 
er participants and with better prepa- 
ion. 

The recommendations are. not radical, 
gh their terms tend to go further than 
most official thinking. For example, the 
tion on SDRs speaks of the need for án 
llocation of about SDRs 10-12 billion 
US$10.9-13.1 billion) a year for the next 
hree years merely to restore the ratio of 
DRs as a proportion of gold reserves to 
he level it held after the first period of al- 

























t 
ij recommends full implementation of the 
agreement to waive official debt for the | 


the 'North-South : 





‘location which ended in 1972. Common 


poorest countries. 
Inthesection on the World Bank, Com- 


mon, Crisis rebuts a United States Treas- 


оту recommendation that some. countries 
could be “graduated” out-of the Interna- 
tional Development Association. (IDA), 
the bank’s concessional-lending arm. The 
book" comments: “The only major bor- 
rowers whose ‘graduation’ would таке a 
significant difference аге India and China. 
They may be: managing relatively well in 


the present crisis; But they too can suffer 


from climatic and other natural disasters 
which can set back their entire economy. 
"They contain: more poor people than 
the combined. populations ‘of all the least- 
developed countries, and their resources 
to combat their problems are severely. li- 









in the past decade — looks set top k 
! gradually from the second half of this 
ir. However, the expansion — pro- 










ade and current-account deficits and 
'her inflation. 

Although Thailand's performance may 
impressive by international standards, 
ind given the global recession, it is viewed 
s unsatisfactory by Thai standards. Ac- 
ual GDP growth last year-and projected 
rowth for 1983 are below: the average 
1.6% annual growth target for the fifth 
ive-year plan (1982-86). - 

In. its. recent annual summary ОЁ 
conomic trends, the Bank of Thailand — 
he central bank — attributes.the pro- 
ected recovery this year to an expected 
odest expansion in both agricultural (in- 
luding forestry and fishery products) and 
ion-agricultural sectors. Depressed world, 
rices of farm commodities resulted in a 
meagre 0.6% expansion of the agricul- 
ural sector in 1982 (against a.record. 6% 
wth the previous year). 
Government-controlied production 
ionalisátion: of. some selected: com- 
odities — particularly tapioca (subject 
























o-export quotas: imposed. by: the Euro- ^ 









‘pean Economic: Community) dnd süpar- 












lead to stagnation or even negative 
rowth this year: But output of other 


€ 








likely to grow, if ud xpecte = prices 
mprove with a gradual upturn in ! world 





iic ее іп 1982 — the smallest 





ane (still hit by rock-bottom prices) — - 





in 1982. But the imports ri 


Meanwhile. a combination of the ex- 
pected economic recovery in the West, de- 
clines in domestic interest rates: (RE VIEW, 
Feb. 17) and improved: farmers” income 


will probably revive growth in non-agri- 


cultural activities. In the industrial sector, 
modest: expansion is: ргојесіса ог con- 
struction materials, transport equipment. 
tobacco. products and beverages. ° | 
' Thé construction sector, depressed for 
more than two years, will expand (espe- 
cially in the private sector) in the wake ofa 
condominium: boom in Bangkok. The 
minifig sector, however, may remain in 
the doldrums аз world prices of tin further 
bear the brunt of releases from United 
States strategic tin stockpiles. 

However, Thailands economic... re- 
covery will be accompaniéd by: widened 


trade and current-account deficits. Thai- 


land recorded substantial improvement in 
its international payments position’ last 
year, largely because of an estimated 
8.6% absolute decline in value of imports 
— the first in'a decade. This resulted from 


‘lower imports of ‘crudé oil (because of 


offshore gas supplies), capital goods and 
industrial raw materials. The: 1982 trade 


deficit narrowed by:-3876 to an estimated 


Baht 40.8 billion (05$ 1:8 billion) while 


the current-account deficit was ајуса to: | 
an estimated Baht 27.5 billion. 


А’ upswing іп both trade and current- 
account deficits this year is inevitable, 
given a likely acceleration of non-oil im- 


ports as manufacturers expand existing: 


production and launch new investment in 
anticipation of an improved economy and 
at the same time replenish. inventories 
which were run down to a bare minimum 














‘maintaining the proper balance between 





: mission: 


the background of a somewhat lower, ex- 


| trade and current- 


| market conditions. 
economists. hope: that an oil-price reduc- 


"is set t against n 


east dev oped c ntries, 
but then are by all othe 

poorest countries. < 

^ As. а World Bank study has said, 










the competing claims of India; China:and - 
sub-Saharan Africa will be a major issue 





"during the next decade.’ Balance, yes; 
‘graduation, no. A larger IDA is needed to 





accommodate additional demands on it; it 
should neither be reduced to remóve cur- 
rent major borrowers, nor have its terms 
hardened." 

Ramphal stressed at a news шетен 
that the new report did not supersede the 
first, nor did the emergency proposals 
undercut the necessity of the long-term re- 
structuring advocated by the Brandt Com- 
"But we are in a terrible 
emergency and some things have to: be 


done now." u 








pansion in the exportable volume of sev- 


eral major ED 


" The central bank did not officially fore- 
castthe 1983 deficitsbutsome commercial- 
bank economists have projected that the 
count deficits will be 
in the region of Baht 52 billion and Baht 35 





| billion respectively. Another negative im- 
| pact. from the improved economy will 


probably be a slightly higher inflation 
rate, from 5.2% last year to about 5.5-6% 
this year. 

Any increase in price pressures will be 
understandably small, given the near- 
certainty that retail petrol prices will not 
be raised throughout the year. On the 
other hand, price pressures may undergo a 
negative growth if the government yields 
tó mounting public demand for lower 
domestic oil prices in conjunction with the 
sharp declines of crude: prices in the world 
spot market: ^ 

‘Reacting to criticism from various quar- 
ters, the National Petroleum ^ Policy 
Board, chaired by Prime Minister Prem 
Tinsulanond, met on February 9 and as- 
signed ^ Industry Minister ^ Chatichai 
Choonhavan to seek amendments to a 


three-year contract signed in late 1981 


with Saudi Arabia. Under the agreement 
Thailand purchases 65,000 barrels a day 


or roughly 40% of present total import 


requirements. — atthe Opec posted price 
of US$34 per barrel. 

"The government now says it is confident 
that: retail oil-prices:can be reduced. if 


"efforts to bring down the Saudi Arabian 
“crude price, either through Thai Govern- 


ment. attempts or pressure from: world 
cceed. Some private 





tion: will- constitute yet another positive 


factor to quicken. the pace of Тһайана' s 










From tiny screws to Turnkey Projects - 


the changing face of Indian engineering exports 






Who would have thought in 1955, the year 
EEPC was established, that India would 
today be ranked among the world's 
top industrial nations. That the 
Indian engineering industry 

would earn world respect by the 
quality of its goods and services. 
Yet all this has come to pass. 
Today, Indian engineers and 
engineering companies are 
handling complex turnkey 

projects not only at home 

but abroad as well. Setting 

up townships. Designing 

and erecting sugar and textile 
mills. Putting up power plants 8 
and fertiliser complexes. "LM = 
Proving to the world that in id Se 
range, depth and 
sophistication Indian 
engineering is truly 
international in standing. 
As EEPC completes É f І 
25 years ofserviceittakes 2 Б | | І 
pride іп the knowledge = 

that its role as a catalyst 






has contributed significantly to the 
overall success of Indian engineering 
exports. 
EEPC's network of foreign offices, its 
regular participation in foreign trade 
fairs and exhibitions and the wholly 
Indian engineering exhibitions 
organised by it biennially in South 
East Asia, have helped raise 
awareness in world trade circles of 
Indian engineering's capabilities at 
the international level. Foreign study 
tours and visits by delegations are 
constantly enriching our data bank 
and cementing India's trade 
relationship with other countries. 
EEPC is ready to assist you in setting 
up small, medium or large scale 


£6t£t-d33-O1H 
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industries by locating the right 
sources of suppl y and technical 
know-how. 

Please contact otir office at this 
address: 

Regional Manager 

Engineering Export Promotion Council 
(India) 

Rm. 502, Sarmiento Bldg., Ayala Ave. 
Makati, Metro Manila (Philippines) 
Phone: 85-44-45 

Telex: 722-22:518 Answer Back 

Code: EEP P'H. Gram: OCEANBORNE 


ОЯ; 


г, 


5 


Engineering 
Export Promotion 
Council 


Head Office : 

World Trade Centre 

14/1B Ezra Street, 

Calcutta 700 001 

Other Foreign Offices : 

Abidjan (Ivory Coast), Chicago (U.S.A.), 
Duesselclorf (West Germany), Dubai 
(U.A.E.), Jakarta (Indonesia), 

London (U.K.), Los Angeles (U.S.A), 
Nairobi (Kenya), Singapore, 

Sydney (Australia), Toronto (Canada) 
and Vienna (Austria). 





1 
| 
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; combination of recession and high interest: "S 


owhere тоге so than in Hongkong, the property 
apital of the region. Developers and bankers, 
io had allowed themselves to believe that Asia's · 
scord post-W'orld War Il growth rates would 
ontinue indefinitely, realised they were building 
tles in the air. Values of prime office space and 
ury apartments in particu 
rentals plunged as yields 
реіеѕѕіу shart of financing costs. The overall 
'Sult has been .a supply glut which will probably 
e years to:absiorb and which will continue to 
rberate throughout the banking systems of 


ntofall — 


“ which is currently in the midst of a property boom in 
anticipation of the 1986 Asian Games and the 1988 
















rates killed Asia's property boom in 1982 — — and ! 


- rates are expected to remain high by historical 
„standards, largely as a result of low inflation rates, 
. which in themselves militate against property 


























Olympics, and condominium development in 


"P; Thailand. But outside Asia, too, in areas where Asian. 


investors have moved heavily into property i in recent 


<} years, the picture was bleak. Australia, for instance, 
Saw a slide in values, not least in the Gold Coast, 
which has been an investment magnet for Overseas 
iralled downwards, 


Chinese funds. North America has been slack. 
Prospects for 1983 are meanwhile not good. 

Business activity and demand for office space will 
remain depressed by recession, and real interest 





s. as divers e as Hongkong and Malaysia. There | 
ht spots — Seoul, fori in: tance, F 


one or two bri: 


SOUTH КОНА: 
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mes and the 1988 Olympics — deci- 
s which made so'sirong.an impact that 


ntly. 

her factors helped, In May 1982, the 
called kerb market: -— South Korea’s 
nderground loan market: all but col- 
lapsed (REVIEW, May 21, '82). With the 
ernment committed to cracking down 
the kerb market it became impossible 
thousands of large ancl small investors 
еер their undeclared clollars and gold 
re. They had only one other major 
rket to run to — property. 

In this highly charged atmosphere, sev- 
ral. new development projects were an- 









aepo, Karak and Kodok: districts, all 
south of the Han river. Land: prices in 
these boom areas, for both. commercial 








.60.000-80,000 per pyong or US$2.25-3 per 


anuary 1982 to Won | 140-170,000 per 
ng in December. 


Although that was |, an: E nal I 


20% during 1982. While-house prices rose 
by an average 15%, us. best apart- 
ment units, in Yongdong, 3096 to 
reach Won 2.5-3 million: per pyong, or 
7US$94.50-113 per sq. ft. 







15% on average while office rents in cen- 






he South Korean property market 
rebounded strongly and broadly. in 
2 following years of stagnation. The 
le most powerful impetus was the’): 
е of Seoul to host the 1986 Asian: 


„whole «market reacted almost vin- | 


nounced around Seoul, starting with the: 


nd residential use, sjared from ‘Won 


ft (опе pyong is about 35.5 sq. ft) in | 


Rents for residential properties rose | 


‚ business district rose to Won 50,000 per 





per month, plus *key money" — à deposit 
the relevant bank-loan rate fell to 896 in 
1982 and that inflation (on the wholesale 
price index) was brought under control at 

| about 5%, the return on property was 
good. ; 

During the second half of 1982, there 
was so much activity that the government, 
determined to crack down on speculation, 
used computers to track down windfall 


cused-of failing to report windfall. profits 
were detained. 


‘tral Seoul jumped bý a an.average of more |. 
| than 25%. Office space in Seoul’s prime - 


month, or US$1; 89 per sq: ft: 


- of Won 3 million per pyong. Considering | 





profits. As a result, 10. estate. agents’ ac- 


| Dachan Life Insurance) Highrise Tower. 





investment as a hedge. 


Activity at this level may. well lead to 
eventual oversupply. In Seoul, large busi- 
ness conglomerates are vying for office 
construction. For. example, the Samsung 
group is putting a new 29-storey sky- 
scraper for its Dongbang. Insurance sub- 
sidiary near Seoul's South Gate. Daewoo, 
aiming for the 1988 Olympic tourist trade, 
has nearly completed the, Seoul Hilton 
hotel, acros$ the road from Seoul railway 
station. The Lucky group, the big electri- 
cal manufacturer, is finishing off a 34- 
storey office building. And Kukje, the 
country’s foremost footwear exporter, is 
undertaking a 30-storey, solar-heated 
group headquarters. 

Most impressive of all, however, will be 
the. 60-storey, US$150 million skyscraper 
now under construction in Seóul's Yoido 
business district, not far from Kimpo iti- 
ternational airport. To be called DLI (for 











| The Olympic stadiu 
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it is expected to be Asia's tallest building 
with a total floor space of some 1.7 million 
sq. ft. It's owner, Chairman Choi Soon 
Young of the Shindong-A group of life 
and marine insurance companies, believes 
it will be South Korea's most pronounced 
landmark. Scheduled for occupation in 
December 1984, the building is already 
40% complete. “This is our answer to the 
"Sunshine 60° building in Tokyo,” said one 
project officer. The project is being hur- 
ried with an eye on the 1988 Olympic 
tourist boom. But it does epitomise South 
Korea’s bullish property market for 1983 
and beyond. 

In addition to all this, the South Korean 
construction scene will this year be domi- 
nated by two large projects — construc- 
tion of a second international airport near 
Seoul to cope with the influx of visitors for 
the 1988 Olympics and the fist phase of the 
Independence Museum south of the capi- 
tal. A nationwide donation campaign to 
help meet the roughly Won 50 billion con- 
struction cost of the museum is nearing its 
end. Although these huge projects will 
take years to complete, they have set the 
mood for the market. Thousands of inves- 
tors are looking for ways to participate. 

Faced with several years of strength, 
several analysts are worried that a new 
rash of speculation might erupt across the 
country. “From time to time,” warned 
Chong Chin Woo, Seoul's leading prop- 
erty researcher, “it might be necessary for 
the government to stop speculation.” 

— SHIM JAE HOON 


Artist's impression of DLI Tower: Asia's tallest? 
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МҮК does à pretty brisk 
business in containers. Іп fact we cur- 
rently run 17 container lines all over the world. The usual 
traffic: TEU's and reefers. We also carry some unusual con- 
tainers too. Special containers that accommodate such diverse 
cargos as livestock, bulldozers and soy sauce. So if уой have 
a special cargo that is a bit out of the ordinary. Something 
that needs extra special care, give us a call, we're sure we can 
help you. Because we've been pleasing customers like yourself 
for the past 97 years. 


wenananaanllha. Charting a course for tomorrow as well as today. 


ї — NIPPON YUSEN KAISHA 


W Head Office: Tokyo, Japan W Hong Kong: N.Y.K. Line (Hong Kong) Ltd. Room No. 2301 Connaught 
Centre, 23rd Fioor, Connaught Road, Central G.P.O. Box 3176, Hong Kong Tel: 5-248081/90 вооон 
Agent: Borneo Shipping Pte. Ltd. Crosby House, 71 Robinson Road, Singapore 0106 Tel: 2224411 Ш Port 
Kelang: Agent: Borneo Co., (1975) Sdn. Bhd., 2nd Floor UMBC Bidg,, Persiaran Raja Muda Musa Port 
Kelang, Malaysia Tel: 385432 Bi Jakarta: Agent: Р.Т. Djakarta Lloyd, Sarinah Bidg., 11th Floor, Jalan М.Н: 
Thamrin No. 11, Jakarta Pusat, Indonesia Tel: 323008 Ш Bangkok: М.Ү К. (Thailand) Co., Lid.. 1041 Silom 
Road, Bangkok, Thailand Tel: 233-4377. Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand 
Tel: 234-2080 
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WENDY VORDYCE 


Nl HONGKONG 


Underground railway workings: problems with property 








Picking up the pieces 


TX final quarter of 1982 was a period 
most Hongkong property developers 
will want to forget. After prices climbed to 
a dizzy peak some two years ago, the bub- 
ble burst in late 1981; then the market 
went into a tailspin on a combination of 
mounting political uncertainty and mas- 
sive oversupply. The catalyst for the final 
shake-out was the crisis of confidence in 
the territory emanating from British 
Prime Minister Margaret Thatcher's visit 
to Peking and Hongkong in September, 
but fundamentals were already very 
bearish. 

The market is generally as much as 50% 
below its highs and has been in a state of 
virtual seizure since Thatcher’s visit. With 
hardly any transactions, except at the bot- 
tom end, valuation has become an impre- 
cise, if not academic, exercise — a point of 
which many bankers who have been trying 
to value properties they hold as security 
against loans are painfully aware. 

By February signs were emerging that 
bargain hunters seemed to be looking for 
the bottom and a few sales were recorded. 
Nonetheless, it is going to be a long climb 
up, and in certain areas — for example, in- 
dustrial land and the luxury residential 
sector, where oversupply remains critical 
— the position is likely to get worse. 

In the office sector, current values are 
hard to determine in the absence of recent 
deals. Stockbrokers de Zoete & Bevan es- 
timated in a January circular that office 
values in Central district might stabilise at 
around HK$2,000-2,400 (US$300-360) 
per sq. ft on gross area. This would break 
down into rents of around HK$20-23 per 
sq. ft per month of net usable space, yield- 
ing 8-9%. This seems a realistic assess- 
ment. So, with some yields now in double 
figures and interest rates still falling, the 
attractions are obvious. By contrast, at the 
end of 1981 prime office space was still 
being sold in Central for up to HK$4,000 
per sq. ft. 
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A few recently concluded deals could 
help to give a view of actual current 
values. In February, floors in Wheelock 
Marden House, not yet completed, are 
believed to have been offered and sold for 
HK$2,300 per sq. ft. Office space above 
the Admiralty underground-railway sta- 
lion on the fringes of Central was pur- 
chased for HK$2,025 per sq. ft, while on 
the waterfront in Belgian House, Wan- 
chai, space went for less than HK$1,050 
per sq. ft. 

The whole of another Wanchai build- 
ing. Cameron Commercial Centre, was 
reported to have been sold to a Singapore 
firm for HK$950 per sq. ft. But while 
values remain depressed, deals are at least 
now going through. Values in Central will 
also be underpinned by a development 
consortium's decision to abandon the Ad- 
miralty 2 project — next to the original 
one — because of financing problems, it- 
self a casualty of the property slump. This 
would have brought another 680,000 sq. ft 
of space on stream. 

Rents have fallen with values. Rents in 
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HKS per sq. ft per month, gross 
15 . 


1980 1981 1982 


1980 
Rentals and prices based on 2,000 sq. ft luxury flats in good locations. 








Central have remained relatively strong 
compared with out-of-Central areas such 
as Wanchai or Tsimshatsui, where rents 
can be as low as half those in Central. 
One important point during the next few 
months will be whether this differential is 
maintained. Hongkong Land, the virtual 
landlord of Central, can still draw in 
around HK$23 per sq. ft per month com- 
pared with the high of HK$30 and above. 
In other buildings, however, space is 
going for HK$17 and even lower in older 
properties. On the Wanchai waterfront 
rents are about HK$11-12 per sq. ft per 
month, while in newly developed Tsim- 
shatsui East the oversupply is such that 
rents are as low as НКҘ8 per sq. ft per 
month. 

The residential sector — at least its lux- 
ury end — remains the victim of recent 
speculative overdevelopment. At the end 
of 1982, an estimated 32,000 flats re- 
mained vacant. About half of these had 
been built in the 18 months to De- 
cember 1982. Around 3,800 vacant flats 
were of the luxury size — equal in number 


| to the year's estimated supply. Values are 


again hard to determine — perhaps 
around HK$1,500 per sq. ft for the best- 
quality space while rents still have 
further to fall. (At the top end they are 
around HK$25-30,000 per month for an 
apartment of around 2,000 sq, ft.) Many 
landlords continue to keep developments 
off the rental market in the hope of a re- 
covery in values, a development which 
seems very unlikely. Some of the more ob- 
stinate have been sticking to this policy for 
more than two years, The growing oppor- 
tunity cost of not drawing rental income 
may cause а change of heart in months 
ahead, but it would be foolhardy to bet on 
it. 

The new emphasis in the residential 
market is on. smaller units; a growing 
number of developers are asking the gov- 
ernment for permission to reduce the size 
of flats in projects under construction. At 
the lower end of the market, where the op- 
timum-sized unit is around 600 sq. ft, con- 
ditions. are at their best: Smaller flats in 
the New Territories аге selling for around 
HK$500 per sq. ft. Generally, the aspiring 
middle classes. will. preserve’ demand. at 
these levels as, unlike their rich neigh- 
bours; they cannot af- 
ford to transfer resi- 
dence, hedging the 
political risk. by in- 
vesting in property 
overseas. They have 
also been encouraged 
by the Hongkong and 
Shanghai Banking 
Corp.'s decision, fol- 
lowed by other banks, 
to grant 20-year 
mortgages — going 
beyond the 1997 ex- 
piry of the New Ter 
ritories lease. 

The further lifting 
of rent controls. will 
be another feature of 
the year ahead. In 
December 1982 flats 
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tral sites still 





whoon Park was 
for HK$218 mil- 
=~ IHK$1.282 per 
ftof usable area — 
t half the price it 
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the bargain 
Cement price, com- 









act that develop- 


that the govern- 
decided to ac- 
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was the first 
r land sale since 
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ped. ‘according to 
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nds Department 
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hich is worried ov э 





of  declin ing 
l-sale revenue: ; on 
vernment finar ices. 
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il adding to the ng. 
while tenants with old leases will 
unco mfortable rent increases. 

he. sector which has held up best imre- 
on ths is prime retail space — top 
command around. 
20 per sq. ft per morith; though sec- 
iry areas suffering from poor design 
arin;g badly. The worst developments 
OSE: "under multiple ownership: joint- | 
ure developments were a feature of 
ater stages of the prop erty boom. In 
uar y, а 58,233 sq. ft pri ‘ime retail site 
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devastating im- 


exist | 









s are now cautiously predicting 
steady improvement.: This 
а medium-term marketi of in- 

nd-users and. investors, but 
for speculators. Agents. Г 
: mildly optimistic for 1983, but “it will be a 
year of hard work,” said one senior con- 


Е" the most part, Singapore's property 
market in 1982 was slack, reflecting 
the slide in the economy. Rents and prices 
were off by 15-50% depending.on sector 
and location, introducing a level of com: | 
petition that is likely to remain a feature of 
the Singapore property scene for much of 
the present decade. 

The year ended comparatively well. 
Newly attractive rents and prici d to 
moderately firmer demand in both the of- 
fice and residential markets, and many 


Flongkong 


-HKS per sq. Н per month, gross 



























The lon ger-term outlook is stil ks сег- 
Jain.’ In mid- January, the, Urban Re- 





























оны, aed more thane xd 
(US$538,6) a sq. ft for nine commercial 
parcels offered by the government 
highest, average- ever. recorded, Т 
taken às an encouraging sign of conti- 
dence in the future. 

On the other hand, virtually all se 
are. now threatened with oversupply 
within the next few. years. "Whether. new 
space is absorbed. at anything like ап 
adequate rate is thought by some to de- 
pend on an upturn very soon in local (and. 
worldwide) economic" conditions. Other 
analysts believe that even a гетит ќо Sin: 
gapore's 10% gross. domestic. product 
growth rates will not so уе the g&pacity 
problem. | 
| The market for office space was: among 

the worst sufferers in 1992. Rental rates 
| for prime office space fell 11-20% from 
the peak of S$9 per sq. ft р 
end of 1981. (This “includes 
charges.) In the final Шот of 1982. ten- 
tals settled toà range of S$6-8 per sq. ft per 
month: in. the Central Business District. 
. Even these lower levels. however, rated 
Singapore one of the most expensive cities 
P inthe world for office rentals, according to 
consultants Richard Ellis — behind New 
York, London, Tokyo and Hongkong. 

Prices for tóp-grade office space fell 
even more precipitously — to a range of 
S$1.022-1,800 per sq. ft. These lower 
levels represented declines of nearly 5095 
from peak levels reached during the previ- 
ous year's boom. Local demand was’ re- 
| strained by two factors: high prices and 
| less ambitious expansion plans in the 
home offices of offshore banks and multi- 
national corporations. The vacancy rate 
"thus increased last year to about 9% from 
| 6% by the government's reckoning. Jones 
.Lang Wootton, which takes "a rather 
more restricted view of what constitutes 
] office space," puts the current vacancy 
rate at an admirable 5.6%. 

Demand, particularly for office leases, 
firmed. in the final months of 1982, but 
oversupply is looming. In each of the past 
five years, the absorption rate for office 
space has averaged 1.16 million sq. ft — 
and that under extremely expansive 
economic conditions. This year 1.43 mil- 
lion sq. ft-is scheduled for completion 
(355.000 sq. ft of it pre- committed). 
Rough -equilibrium might thus be main-. 
tained in the shortte 
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Din M hased оо ence ояе Rick accommodation in modem office blocks, 
exclusive of airconditioning charges and management fees. 
FER RASA I ipu “floor accommodation in modern office blocks. .— 






. Balance Sheet. 
. December 31, 1982 


OIN Us DOLLARS - 


Lond то TAL ASSETS 
Clients" ‘Liabilities - Letters of Credit 
Guarantees and Acceptances 


TOTAL: 
LIABILITIES AND SHAREH 


Demand Deposits E 
Long Term Bank Deposits. 
Fixed Deposits | 
Interbank Deposits. 


Floating Rate Certificates of Deposit | 


: 1982 
67,586,948 


437,602,684 


7,350,479. 


14,320,557 ^— 
824,398,501 


1,283,672,221 . 


2,916,650 
3,027,344 


30,171,510 

1,387,374,673.— 
131,829,145 — 
1,519,203,818 


» 45,016,563 


v т 


216,351,722... 
901,177,987 |... 
40.000000 


wt 


1981. 
89,492,4 


310,915,320 | 
- 15,359,093 - 

16,648,711 
667,683,853 . 


4,237,214,119 
[oe 


17,771,465... 
31.034.735 


153,906,214 


826,517,626 . 


Due to Banks | І 


TOTAL DEPOSITS. 
Other Liabilities & Provisions 


TOTAL, LIABILITIES 
SHAREHOLDERS’ dd 


1300856 


dé xe e WS GS C E {ш 


“Share Capital 
Statutory Reietve 
General Reserve 
Retained Earnings (7 


TOTAL SHAREHOLDERS' E QUITY - 


. TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY _ 
Bank’s Liabilities Letters. of Credis, Guarantees and Acceptances ; 


TOTAL. 


Shareholders | 


“минйу of Finance ~~ Jordan : 
Ministry of Finance - z- Qatar 
Central Bank of Algeria — Algeria 

| | Е "Bank ‘Al Jazira - — Saudi Arabia 

V Arab Multinational Finance Company — Luscinboaty. 


Arab ‘African International Bank — - Cairo 
Ministry: of Finance mm Kuwait 

Central Bank of Egypt — Egypt 
"RafidainBank—1ràq 





































sc in the next few years — so the pri- 
residential market accounts.for a 
ority share of the total residential mar- 
ut the private housing market did 


rin 1982, though the decline in prices 


+30% from the peak 1981 average sèl- 


he recovery since mid-1982 has also 
more buoyant. Consultants credit.a 
Бег of factors: the availability:of fi- 


ce, and the government's ruling in 
1982 that Central Provident Fund de- 


‘buoyancy in turnover (if not. yet in 
$) seems to reflecta judgment on the 
of users and long-term investors that 
bottom has been reached. 












will be enough Singaporearn.and е 






the market, between this year and 


the mass rap 
benefit the: 


nexpectedly deep and eng d recession 


t in British Columbia. Prices in ай 








nand evaporated, projects were post- 
ed and several major developers. be- 
ne insolvent. 








sformed an expected shortage. 
€ office space in central Vancouver 
he highest vacancy rate in more than 












nts. As.a result, annual leasing rates 
rime space remained. static, іп real 
around C$17-22 (US$14-18) per 


three- -quarters of Singapore's 2. 4 
n'people live in public housing — à: 
tage the government is eager to in- 


rience the same pattern as the office. 
especially rents) was less dramatic +“ 


price of $$345 per sq. ft. (Prime con- . 
inium prices ran to $$500 per sq. ft.) 


rticularly in the apartment market, 
ice оп more reasonable terms, for in-- 


is can be applied.to new (as opposed 
xisting) mortgages. -But chiefly the | 











the future, the question is whether | 





e demand to absorb expected sup- ` 
ome 18,000 units are scheduled to. 


put it, 





jates dining to werk on Suo pro-. 
ransit rail system ^ 
cet, к par- 














82 severely depressed the ,property^ 






r$ remained static at best ог fell. As. 








the commercial sector, the recession 













decade as 585,000 sq. ft. of new construc: | 
on became available while about 830,000 1. 
f existing space was relinquished by 
| over terms, as falling interest rates and 
| vestment buyers began to take effect, A 

cording to leading estate agent Royal | 


' F'eline-at the luxury end of the market, At 


nam overall basis last year. In the Or- 
oad ‘area, prices rem 
by as much as 50% from highs of $5,500 
pet sq. ft; and in secondary areas prices of 
554.000 per sq. ft also remained de- 
pressed. Rents have thus far not followed 
the same pattern, falling little from prime- 
space peaks of 8$25-30 рег sq. ft per 
month and in some cases суеп higher. 
Selected new developments have done 
Well in terms of leased space, 
A notable feature of the market for the 





‘foreseeable future will. be huge oversup- 


ply. Available space will. double to 11.5 
million sq. ft by 1986, with two principal 
results: older shopping centres, especially 
these with design or location deficiencies, 
will lose much of their ability to compete 
and a two-tier market will rapidly emerge, 
СА similar flood of space also looms in 
the industrial sector, due chiefly. to expan- 


“sion plans by the Port of Singapore Au- 


thority and the Jurong Town Corp. By 
mid- 1984, 21.52 million sq. ft of factory 
and warehouse space is scheduled to be 
added to existing stock. Coupled with a 
downtrend in demand, the overcapacity is 
expected to be massive — as one analyst 
“bad news for developers, but good 
news for Singapore." Indeed, new invest- 


;ment commitments and the government's © 


efforts to encourage high-technology in- 


| dustry are counted on to prevent the bot- 


tom from falling out. But prices and rents 
rémain down substantially from their mid- 
1981 peaks of S$297.4 per sq. ft and $$2.79 
per sq. ft respectively. — PATRICK SMITH 


With the surplus of commerciàl space 
projected to last throughout this year, de- 
spite the "expected addition of олу 
287.000 sq. ft of new space, estate agents 


expect rents to rise only marginally to take 


account of inflation -— expected to be 
7-8% —- while evelopment: property 
prices should remain stable; 

The residential market was depressed 
by the same forces, though high interest 


‚ rates in 1981 had dried up turnover and 
esent prices plunging well ahead of the 
commercial market. 
months-of 1982, prices continued to fall as | 


In the first nine 


buyers baulked at interest rates of around 


16-18%. But in the final quarter the mar- 


ket began to recover, especially іп turn- 








arious government subsidies for non-in- 


-20% in 1982, with an e 


the end of the узаг, а typical 2,000 
eyh li 





сам volume of.new. multi-unit develo 
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Меп the Thai condominium iwe 
were promulgated іп 1979, few be- 
lieved the concept of shared ownership 
a high-rise building would work in Thai- 
land. Traditional property values stressed 
ownership of a building on the ground. 
But the sceptics were wrong. Afteran ini- 
tially slow start in 1980-81, the con- 
dominium business really took offi in.1982, 
and the boom looks set to continue this 
year. This represents the most important 
single positive development in an other-_ 
wise depressed property market, reflected 
by weakness in the, construction industry 
over the past three years: i 
To date, almost 100 condominium pro- 
jects have been or are being launched, in- 














~volving a combined investment estimated 


at Baht 6 billion (US$260 million) if all are 
implemented. The list includes 11 office 
condominiums and more than 70 residen- 
tial condominiums —- all in Bangkok —- 
: plus. five resort condominiums in Pattaya. 
А handful which got off to an early start 
have been completed so far, but most аге. 
still being launched. : И 
The boom has been. fuelled by attrac: 
tive returns.on condominium investment: 
and, perhaps, by some element of finan- 
cial speculation. With price of between. 
Baht 1,350-1,800 per sq. ft office con 
dominiums, all-in prime: business loca 
tions, offer a financially attractive alterna-. 
tive to the traditional mode of office ren- 
tal. Businesses currently renting space fo, 







per sq. ft, while a 900 sq. ft apartment was 
around C$72«84 per sq. ft. . | 

The previously very tight residential. 
rental market éased somewhat as a signifi 














ments became available, resulting in 
small real decline in rents to around 48 C 
cents per sq. ft per month for a 2,000 sq. ft^ 
house and 60 cents for a modest apartment. | 
With interest. rates expected to decline; 

demand for residential property by owner 
occupiers is likely to continue to strength: 
en, though selectivity is likely to keep. 


prices in line with inflation after an initial: 


upward realignment to make up for what: 
is seen as the excessive decline of 1982... 
Little change is expected in rental levels. z+ 
‘The relatively small Vancouver indus- 
trial-property market, which is composed 
largely of warehouse-type facilities, re- 
mained stagnant during 1982, with annual 
rents. pegged at the C$3.50-4.25 per sq. б 













соусту exp ted. this year, D ld with i 
acant space equal to about i one year to IRo 
months" demand, estate agent A. E. Le 
















The long travelling 
suburban nous estates and: 
the capital (a problem автана hy 
Bangkok' s choking t affic 









сбат, But 
selective. Of all the 
only a quarter are. 
high-standard scher 
Baht 1 million 






. paper г advertisenie 
low- cost scheme 






to. safeguard i 
these propose 


oft port 
< ers of the larger pr jects, is andet way to 
, urgé legal amendments to ensure better 
; government control as well as to caution 
; potential buyers. But notwithstanding the 
problems, condominiums are generally 
~ seen.as a logical and attractive form ofi in- 
vestment for 1983. E 
Given relatively small ríses in costs (аа af 
result of low inflation) in 1982 and 1983, | 
, an investment now could bring a good re- 
turn once the Thai economy picks’ up. 
perhaps in two years’ time. Then, prices 
. could spiral. Indeed, the initial success of 
condominiums could have been more pro- 


C $2. 90-10. 30 per sq. ft range maintained à 
for the past two years. ў 
Despite the prospect of а continuing: 
stagnant economy in British. Columbia 
this year, much lower interest rates and re- 
duced yields available from competing in- 
vestments have greatly enhanced the at= 
; tractions: of property investment, espe- 
cially in Vancouver ‘commercial: space. 
Because: of the financial difficulties-of a 
number of local developers; some. prime - 
central sites have become available. at 
prices about 30% below. their initial ac- 
quisition cost, and are seen by analysts as 
tly to be bought by Hongkong and 
utheast Asian interests. 
Yields of-about 13-16% on such deve- 
_ Jopments should make them attractive to 
“buyers who do not face the current liquid- 
. ity problems of most Canadian develop- 
егэ. But in the residential market high 
land costs make yields оп investment pro- 
jects unattractive without compensating 
tax incentives which were recently phased 
ош. Unless these are restored in the fed- 
eral. budget due in March, residential in- 
Vestment in Vancouver is expected to fall 
to-almost nil, while prospects for capital- 
; appreciation tleastover the short term, 
2 RON RICHARDSON 



















continue and may have a greater positive 
impact if another expected legal amend- 
ment, which would permit foreign owner- 
ship, materialises. 

Because 
nationalism, Thai 
foreign ownership of property, except in 
selected industrial joint ventures. But 
some local bankers — notably Bangkok 
Bank president. Chatri Sophonpanich — 
| recently appealed for legal changes to per- 
mit partial foreign ownership in con- 
К dominiums. This aims to promote thein- 


А id 
stood some 22% above the level at — 


upward movements such as this have 
: lasted an average of 30 months with 


economy, There may be short term reversals but 


саз the rates of return on cash and bonds become 


year from six to two percentage. pone 


“sums of uninvested cash. This will cease to be 






ыы Bank 
rates continue to depr 
sector. Total transact 
ings in ое ап 
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laws strictly forbid 
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8 Cooper profits up 
An improvement in corporate profitability 
expected early in 1983, boosted by the much 

: lower level of interest rates. 


NORTH AMERICAN FUND 


To take advantage of these 
attractive prospects you can invest i in 
Save & Prosper North American Fun 


Technology. health care, leisure and 





the end of July. Historically, major 







anaverage gain of 60%. We believe... 
that this will prove no exception. ' 
and that there is substantial scope 
for further share price increases, for 
five main reasons: owed 


1. Falling interest rates 

US interest rates must continue to fall the 
Reagan administration arid the Federal Reserve: 
are to work successfully towards reviving the 






These have been the areas of emphasis'in 
the Fund over the past six months, The 
Managers are.now awaiting any signs of chan 
in market leadership which will call for a new 
emphasis t in the portfolio, . 


FIND OUT MORE TODAY 
For full détails. ofinvestment in this Fund, 
including the Prospectus and the latest Anau 
Report, please complete and тешти the бо 










the expected lowering of the discount rate this 
month should do much to encourage the 
downward trend. ; 


2. Rising demand : | 
Demand ог shares is expected to increase 











less competitive, Already the average yield gap 
between shares and bonds has been reduced this 







dat odds un ot investiient iti 
per North American Fund. 






3. Economic recovery 
By the end of the year a recovery in the US 
economy should be under way, brought about by 
a relaxatioh of the Government's strict 
monetary policy. 
any finaricial institutions are holding large | к 


















profitable аз interest rates fall. 












ror mid-1980 to the end of 1982, most 
property values in the city fell 15-30%, 
“with the drop in commercial property 
tending to be slightly steeper than for resi 
he city, following a similar decline in |: dential. Prime new commercial ѕрасе, 
981. Market analysts say prices bottomed, | si рес ,such as at the intersection of Tunhwa 
it in the latter half of last year; but most | with the startof the recession, hundreds of | South Road and Hsinyi Road, fell 30% 
not foresee any significant appreciation | new. office and residential blocks came on |: from:.US$87 per sq. ft to USS61 persq. ft. 
values until at least late 1984. Thus, | streant ata time when the bottom was fal- | Non-prime office space on Changan East 
983 will probably see a gradual return to. | ling. out. of ‘the “market; The siti | Road slumped 28% from US$76 per sq: ft 
market of home-buyers, while inves- | would have been worse except that many | to US$55 per sq. ft; space бп Section 4:of 
will choose to put their money else- | builders discovered legal loopholes to | Nanking East Road arin 29% fromr 
€. Construction companies note that | postpone construction, such as applying | US$73 10 US$S2 per sq. ft: 
profile of customers has already | repeatedly to the Taipei City Building Property values for реше residential 
ted dramatically. In the boom years of | Administration. to modify the. design of | units in East Taipei, such as оп Anho 
8-80, 50-60% of home-buyers in Taipei | buildings. | Road, fell 20% from US$69 to US$55 per 
ght residential property for invest- The néwesf'tégülatión to sirike feàr into sq. ft: One market analyst guessed the - 
it rather than occupation. That. pr earts.o hs et coh is a zoning code | average flat in the city declined from 
ion has now dropped to 10-20%. à. Fi 179855 to WS$45 per sq. ft. Property 
he. market's chief malady is a hug - values in the suburbs held up better Бе- 2" 
rsupply of residential property and.of cause of greater demand and the absence 
ресе. The glut is partly due to | of regulations enforcing building on vac- 
‘ant lots“ Plats in seven-floor apartment 
ial buildings will be | -blocks in Tienmu, a prime suburb, slipped 
the total lot area ог | from US$52 to US$47 per sq. ft. Flats in 
xisting ratio; floor space of |. Neihu fell from US$38 per sq. ft to US$33. 
ks will be 225% of the lot. |: "In contrast to property values, rents 
( urpc db i pA isto reduce have. remained stable ‘over the past two 
Construction lube. -$ i | years. Analysts say, as à rough guide, that 
ain that the: figures are much Daher i ieving : ublic. facili | rents in'prime business blocks are 1% of 
с M i h | property value per month, rents for choice 
50.7%, and rents for average homes 
5965. The most expensive office space in 
ecity rents for US$1.04 per sq. ft. Tradi- 
tionally, investors have been satisfied if 
yields. covered the debt service of their 
mortgages. The profit all comes in the ap- 
| -preciation of the property's value. 
| — ANDREW TANZER 






stors in Taipei's property market 
red badly in 1982 for the second year 
ning. Property values dropped 10-2095: 



































































ces are not expected toturn nap because | ti 
ii € years to. Work off the oversup- | s 










the. city. Analysts. believe t 
ratio rules nate cause land p 






be 

s bubble burst. 
ler. peaking. in: mid-1980, prices re- 
ined on a plateau. for the rest of that | 
Sellers began some serious bargain- 9 
иһ buyers in early 1981, and by the | Wa 
d half of the year builders were dis- 
ing units by “10-20%. Downward © 
ssure continued until mid-1982, when | 
rices stabilised. Although.there.are no 
able statistics, probably hundreds of 
uilders in the city have gone out of busi- 
ess. 







ntial developments, with apartments 
€ : pre-sold several times before a 
| building was completed. While a number 
of. developments аге proceeding — 
primarily i in Sydney — sales inquiries have: 
ү slowed sharply. In isolated cases, selling 
difficulty has forced the developer to con- 
г verta portion.of the proposed develop- 
proper d value | and rents seen over "the I ment into hotel accommodation. 
f history is any guide — and» тапу’ past two years and little mo ntisex- | = Similarly, the rush of highly speculative 
perty developers study precedents re- | pected until around the тї | funds into the Queensland Gold Coast 
giously — there is little ground for op- | year. During 1981, prime Би ict | and further north to the Sunshine Coast 
mism in the short to medium term. The | rentals in Sydney spiralled Ь nd] has all but stopped, with a number of de- 
cars of most explosive growth in the past | during the first half of 1982 they. osë velopers finding it difficult to obtain set- 
Wo property-market booms, 1973 and | another 30%. Since then there has been | tlement on sales contracts. Developers at < 
979, came on the heels of double-digit. little growth; despite some mutually: | the. Gold Coast resort of Noosa Heads 
| economic growth and rocketing ex- | reed "sweetheart" deals to give the | have gone into receivership, with a rushof . 
rts: In 1982 the island's economy grew | impression of real demand and thus spur | property sales glutting the market and 
y] less than 4% and exports declined. The. the market. | forcing prices down sharply. 
12 The underlying stagnation ‘is reflected |. The-onset of the recession has also seen 
jin the smaller number -of big property | a large quantity of commercial and indus- 
ds ко coming ohto the ma | trial properties coming onto the market as 
troubled. industrial groups seek to raise 
і liquidity with. the attempted sale and 
usually comes at least six d while.values.were ra ing ahead | leaseback of properties. In many. cases 
general economic recovery commences. ^j has ЫТ „but disappeared as prices | properties "have. not.'realised carried 
Government policies have rubbed salt | stabilised. ^ | values, after recent valuations, and capital 
into property investors’ wounds. In the Most speculation during 1981 and the losses have been incurred. 
wake of a 150% price spiral from 1978 to | early part of 1982 centred on inner-city re- | With, property. sales in the doldrum 




































































































e ; South China Morning 
"s blockbuster reference . 
; book on Hong Kong's top 
| people. 
An invaluable. reference book. 


in čothpiling the names 
included in this book, the 
editors and researchers... 
selected those figures who are 
leaders іп their fields; in 
business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, eer 


graphs, make this а мс е | 
reference. book and an up- 


мие ARE шы Wes m ми Rash 8S A n ыы ms n i ы: Ааа 


"То: SCMP Publication 


Tong 


tool for scholars andj jour- 
nalists, both at home and 
abroad, and a handy refer- 


: ence book for businessmen 
overseas interested in the 
affairs of the Colony. 


The book also catalogues 
major Government depart- 


des ments Counsuls, Trade Corn- 
-;fnissioriers, Associations, . 
(Clubs, Societies, and the. 


media with a wealth of 
information on the people : 
involved in these institutions. 


St, Quarry Bay, Hong Kong. 


Yes; 1 would like to order à сору of Who's Who in Hong Kong. 
. enclose my cheque for $200 tor multiple in event of plural order]. Postage of 
2 surface mail for overseas order is $16/copy. 
Please make а cheque payable to SCMP. 











"he. -Manila property market was 


characterised by a modest rise in com- 
mercial rentals іп. 1982 but given a rela- 


| tively unattractive. cli 
"tion at present, rentals 











Downtown Sydney: a slight shift. 


ost agents are adamant that prices have 
stabilised; and rentals.are expected to 
begin moving ahead again by about the 
iddle of the year. By that time, the fed- 
'al.election will be out of the way and the 
onomic picture is expected to be clearer 
an it is now. 
'The average rental in Sydney's central 
business district is at present A$24-25 per 
sq. ft per year, or US$1.94-2 per sq. ft per 
month, well up from the average of A$18 
т sq. ft per year seen 12 months ago. 
Following recent rent reviews, top Syd- 
y commercial rentals are above A$30 
т n ft per year, but in some buildings 
ere has been intense. resistance to rent 
with some going to arbitra 
unlike. 1974 when the n 
ith an enormous amount o: 
w space to be absorbed, there is litti 
space overhanging the market at present. 
_ Ina review of the Sydney property mar- 
ket, Jones Lang Wootton said that com- 
mencement of new office schemes has 
been relatively low in recent years and the 
supply of new space on the market in 1983- 
84 and 1985 will be limited. No major pro- 
vision of new space is expected before the 
latter part of the decade when a numberof: 
ajor developments. are scheduled for 
completion. 
7 Rent rises over the past two years have 
provoked a slight shift in. demand away 
from Sydney's central. business district. 
The situation in Sydney has tosome extent 
been mirrored in Melbourne, where there. . 
has been much resistance to the top ren-. 
tals of A$25 per sq. ft per year. The aver«- 
age there is closer to A$18-20 per sq. fier 
year. 
. While the commercial. and industria : 
sectors are expected to recover gradually 
ver the year, the residential market is the 
rdest hit by recession. After massive in-- 
creases in values during 1980 and 1981, the 
with prices off by 
of the choicer 






























-interest-rate movements, and the peak 
level seen over the past 12 months has 
been the key constraint. Even though 
rates һауе moved down sharply in recent 
months, demand is still very slack. 
— BRIAN ROBINS 
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| day loans to borrowers with the highest 






come under upward pressure in the event 
of any pickup in economic activity. Inthe 
residential sector, prices. rents have 
been rising quite strongly: 

Office rentals climbed’ about 10% on 


1,000 sq. ft of office space in Makati’s pre- 
mium business district [го nd lay Av- 
01 










(or USSI. 96 per sc 
are about 10% up c n 1981 levels. 

Sales quotations: for. an office con- 
dominium in Makati's Salcedo Village 
came to P 1.08 million for a 103 sq. m. area 
(or. US$105 per sq. ft) plus P216,000 in 
downpayment. and monthly amortisation 
payments of P.116,700. The level of vac- 
ant seo space is thought to be quite high, 

able su 

















"тов been made. 


pensive Бо; 
interest’ charge on 90- 


credit ratings is 18% and non-prime bor- 
rowéts pay considerably more. A fall. in 
annual inflation rate from 12% a year ago 
to nearly 876:now makes property invest- 
ment less attractive as a hedge. The 
stockmarket, too, has been luring money 


‚ away from direct property investment. 


As: for residential. rentals, expatriates 


continue to have genuine grievances. As ` 
.one. American, Eugene Adams, vice-pre- 


sident of Amstar Paper Co.; put it: “We 
are. at the mercy of the landlady. " A sur- 
vey undertaken late in 1982 by the Euro- 


| pean Chamber of Commerce in Manila 
drew responses from some: 200.rent-pay-. 


ing expatriates. mostly living in Makati, 


_thoughsome are in Pasay City and the two 


towns of Paranaque and San Juan, ‘all of 
them in Metro-Manila. 

The survey showed that.in Makati's 
popular Dasmarinas Village, monthly 
rents range from P12,000 for a two- 
storey; three-bedroom, air-conditioned 
bungalow in a lot of about 8,300 sq. ft to 
P26,000 for a split-level three-bedroom 
house in a bigger (19,518 sq. ft) lot. The 
rates are only slightly lower in seven.other 

"villages." Contract periods for expat- 


rates are from one to three. уеатѕ апа 


there are heavy downpayments and ad- 


vance rental payments. This means, for. 
-example that where the monthly rent is 
P26,000 the expatriate will have to shell 


out P734,000 — typically including a de- 






average during 1982. According to an 
American Chamber of Commerce study, | 



































| fice building . 


posit of up! to three months’ rental add d 
varice rentals of up to 26 months’ rent. 
This would have covered the cost of the 
house 10 years earlier. And the P645,000 
maximum sales quotation for new homes 
in a commuter area such as Paranaque 
town isless than the initial payment to rent 
a two-bedroom, furnished house in, say,, 
Makati's Dasmarinas Village. In some 
cases, the required downpayments go 
even higher. 

But things may be moving against the 
landlords. The number of multinational 
corporations applying for licences to set. 





| up regional headquarters in Manila has 


declined from a peak of 49 in 1978 10:24 in 
1982. Of the 312 multinationals given such 


| licences between 1973 апа 1981, 156 can- 
celled ог did not utilise their licences Or ^ 


closed and/or relocated their Asia-Pacific: 
Offices. Also, in his "state of the nation" 

message in January, President Ferdinand. 
Marcos listed as a legislative priority a 
proposed amendment to the constitution: 
which will allow the “alienation of public 
lands" for use in large-scale projects with: 
long gestation periods. — LEO GONZAGA 


EN INDONESIA. ИИ 
Buoyant — 

ropped by steady growth resulting. 
from high oil-export earnings and a 


| weakening rupiah, the Indonesian prop- 


erty market continued to attract investors; 
in 1982, thereby boosting values, espec- 
ially in popular residential areas. Rental 
rates have also climbed for the limited 
commercial space and higher-cost hous- 
ing. But with the completion of a number: 
of office buildings now under construction: . 
in Jakarta, office-space oversupply. pre~“ 
dicted for 1984-85 may stabilise rates. 

The surge of office development is con- 
centrated along three main highways. — 
Sudirman, Gatot Subroto and Rasuna 
Said — south of the traditional business 
district. Aside from the availability of sites 
along these roads, traffic jams and lack of 
parking space in downtown Jakarta drove 
firms to build offices closer to residential 
areas in southern Jakarta. This trend was 
helped by government encouragement. 
Upset that owners of lots along Sudirman 
preferred to wait for land prices to rise 
rather than build, the government: 
threatened to transfer land titles to others. 

-Rental rates for prime office space rose 
to US$2.60 per sq. ft per month by the end 
of 1982 from US$1.67 a year earlier. Of- 
service charges. grew by 








about 30% to 60-70 US cents per sq. ft. 
over the same period. With the recent 
«domestic fuel-price increase, which has 
5%, this 2. 


raised utility rates by around 37. 









E TO STAY 


BUILDING A NETWORK MEANS MOVING IN ! SETTLING 
IN, SETTLING DOWN 1 STAYING ! AS WE'VE DONE IN 
J THE AMERICAS ! NORTH, CENTRAL, SOUTH ! IN ALL IM- 
PORTANT FINANCIAL CENTERS ! THE DUTCH BANKER ! 
GLOBAL THINKING, LOCAL DETAIL ! FEELING AT HOME | 
.IN YOUR COUNTRY ! TRADING IN 140 CURRENCIES ! . 
OVER 200 FOREIGN BRANCHES | ROUND YOUR CORNER, | 
UP YOUR STREET ! WE'RE THERE 1 e 
ABNBank THE DUTCH BANKER 









' Head Office: Algemene Bank Nederland, 32 Vijzelstraat, P.O, Box 669, 1000 EG Amsterdam, tel. (020) 299111, telex 11417; 7. 
Régional Manager North East Asia: Hong Kong, tel. 5- 8429211, telex 73453. Branches in: Hong Kong, Kowloon, Seoul, Tokyo, 
| Kobe, Osaka, Fukuoka, Taipei. Regional’ Manager South East Asia: Singapore, tel 91 55 И, telex 24396 

< Branches in: Singapore, Colombo, Kuala Lumpur, Penang, Jakarta. 2 


IF YOU'RE FIYING TO BRUNEI ON BUSINESS 
HERE ARE SOME USEFUL FACIS 


ESSENTIAL FACTS 


Brunei is an internally self- 
governing sovereign State 
with Britain looking after 
its external affairs 
and defence. 


Situated on the 
northwest coast 
of Borneo between 
the Malaysian States 
of Sarawak and Sabah; 
Brunei isonly 2,226 sq. miles | 
in area, with a pe lation of 200, 000. 
Malay is the official language with 
English widely spoken among all races. 


For entry into Brunei, no visa is required 
of tourists holding valid passports of the 
Commonwealth countries, U.S.A, and 


BRUNE! ш 















































KALIMATAN 


nationals should obtain a visa 
from their nearest British 
Diplomatic Mission. 


OIL FACTS 


Brunei's wealth 
comes from oil 
about 1 75,000 
barrels a day. 
While the flow 
of oil is modest 
by Middle Eastern Vl s 
standards, itis one of the largest oil 
producers in the Commonwealth, 





















Another source of income is its 
Liquified Natural Gas facility, one 
of the largest in the world. which 
produces five million tons annually. 


ECONOMIC FACTS 


Brunei has a per capita 
income of over US$ 20,000 — 
one of the highest in the world 





The country levies no 
personal income tax, no 
fees for education nor 
medical services. 










HONG KONG 


BANGKOK MANILA 


KOTA KINABALU 
KUALA LUMPUR 





BRUNET 
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most West European countries. Other . 


Many Bruneians live in colourfully 
painted houses. Own the latest 


television sets in their households. 


Brunei is within the Overseas Sterling 
area. Its own currency, the Brunei 
dollar is interchangeable at par 
with the Singapore dollar. 


FRIENDLY FACTS 


Bandar Seri Begawan, the capital of 
Brunei, has some very interesting sights. 
The magnificent Omar Ali Saifuddin 
Mosque — an imposing structure of gold 
leaf mosaic, marble and stained glass — 
towers in splendour over the town. A 
large section of the town comprises the 
fabled Water Village where more than 
25,000 inhabitants reside. And the 
largest collection of Winston 
Churchill memorabilia, outside the 
United Kingdom, is housed in 
! the Churchill Memorial. 


Other highlights include the grand 


Royal Ceremonial Kall (Lapau) where 


traditional royal ceremonies are held. 


The adjoining Dewan Majlis or Legislative 
Assembly. And a National Museum 


| containing records and artifacts of 
the cultural heritage of this area. 


ortable and clean. These 


tude the National Inn, 


and the 


is the Capital 


* Youth Centre. 


Japanese-buiit cars. Andhave colour 


are modern, air- conditioned; 


| Sheraton-Utama. 


Bi For the budget- 
conscious, there 


Hostel and the 


| We = Those wishing to 














visit the oil-fields in Seria, about 50 miles 
south of Bandar Seri Begawan, can 
stay at the Sentosa, or Sea View hotels 
in Kuala Belait. 


HISTORICAL FACTS 


















ЫЯ à 
Great Britain established a Resident in 
Brunei in 1906. In 1958, this 
arrangement with Her Majesty's 
government was revised, and the oil- 
rich Sultanate became almost 
autonomous — Britain looking after its 
external affairs and defence. This 
association comes to an end in 1983 
when Brunei gains full independence 
under its current sovereign, His 
Highness and Yang Di-Pertuan, Sir 
Muda Hassanal Bolkiah Mu'izzaddin 
Waddaulah. 


CARGO FACTS 


















is the only 
airline in 
the region 
offering 
bulk cargo 
facilities 
on regular 
schedules 


Kong, Bangkok and Singapore. 


This Boeing 737 Combi service is cap- 
able of carrying up to 12,000 kilos of 
cargo on maindeck pallets. A fast, direct, 
frequent service with professional 


documentation and personal handling. | 








Royal Brunei Airlines, the national carrier, has non- stop flights to 
Brunei from Bangkok, Hong Kong, Kuala Lumpur, Manila, Kuching, 
Kota Kinabalu and Singapore. 
| With the biggest choice of departure times from Singapore. 

Royal Brunei’s schedules are designed for convenience and 
efficiency. 

On board, you enjoy a very special kind of service — the kind you 
can only expect from friends. 


Royal 





Brunei 


FLY WITH FRIENDS 





Royal Brunei Airlines is represented in Australia, Bangkok, Hong Kong,Kuala Lumpur,London, Philippines, Sabah, Sarawak and Singapore 


Desktop OKIFAX 7800 Facsimile Speed, G3/G2 Compatibility and Economy Give You the Edge. 

Trust Oki technology to make your business extra efficient. Starting with an inclined front control panel that assures 

true all-angle desktop operating ease. State-of-the-art electronics transmit a letter-size document in just 

20-seconds for big line cost savings. Reproduction quality is superb, thanks to Oki's paper-saving thermal recording system. 
The OKIFAX 7800 is compatible with all CCITT G3 and G2 machines. You can also use this compact, lightweight 

unit as an office copier. Superior Oki reliability is yours along with modular-design servicing ease. 

You are way ahead with total Oki facsimile efficiency. 


y 
OKI OKIFAX 6800—Today’s J 
Fastest Analog Facsimile. { 
i eSkipping White Space Data 
electric ( ompression Economy 


industry *30-Second Transmission Speed 
company, itd. CCITT G2/G1 Compatible 


10-3, Shibaura 4-chome, Minato-ku, Tokyo 108, Japan Tel: (03) 454-2111 





If your refinery needs refining, talk to us. 


Refiners face an ever-increasing number 
of operational considerations: crudes are 
more sour, energy supplies are tighter, and 
environmental constraints are more numer- 
ous than ever. 

But Brown & Root can help you remain 
competitive. 

From hydrodesulfurizers to naphtha 
reformers to fluid catalytic cracking units, 


Brown & Root's engineers know revamping. 


We conduct feasibility studies and com- 
puter process-simulation calculations. 
We identify bottlenecks and reduce energy 
consumption. We can get the maximum 
use of existing equipment, and can mini- 
mize downtime. 

At Brown & Root, we're experienced in 
coordinating projects of all sizes. And we 
can handle your job, from engineering all 





the way through expediting and construction. 
Whether you are upgrading your existing 
refinery, or building a totally new facility, 
call Brown & Root. Our experience, 
manpower and technology can get your 
refinery in fine shape. And we'll do it on 
time, on budget. 
For more information, contact: 
Petroleum and Chemical Engineering 
Division, (713) 676-3531. 


MN 
e 


Brownc?Root.nc. 
And Associated Companies 


A Halliburton Company 
PO. Box 3. Houston, Texas 77001 
An Equal! Opportunity Employer 
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by another 9-14 cents per sq. ft. Office 
space in Indonesia is normally rented out 
on three-year lease terms and annual pay- 
ments are collected yearly in advance. 

The office-space glut forecast for next 
year, which will reverse the 1982 shortage, 
worries most observers. There are up to 10 
prime office buildings now under con- 
struction which would bring about 2.1 mil- 
lion sq. ft of space onto the market. 
Another eight or 10 blocks are expected to 
start this year, adding another 2.2 million 
sq. ft. Ten more projects under advanced 
discussion would make available roughly 
another 2 million sq. ft. 

Assuming past annual office-space de- 
mand growth of 431,000 sq. ft continues 
and that current completion dates of 
buildings under construction are met in 
1984-85, oversupply will be felt some time 
in 1984. Many hope that demand from 
local companies will make up for the ex- 
pected decline in office-space require- 
ments of foreign oil and other representa- 
tive offices. 

In the residential sector, prices and also 
high-cost housing rentals have grown sub- 
stantially. A modern three-bedroom 
house in a good location with a large gar- 
den and swimming pool will rent for 
US$2-3,000 per month, and normally rent 
will be fully payable in advance for the 
lease term — typically, three years. Lately 
though, there has been increased demand 
for one- or two-year leases. Expatriates 
have shown growing preference for apart- 
ments, which offer flexible rental terms, 
convenient location and security (which is 
becoming a growing concern here). Unit 
sizes are about 1,722-2,153 sq. ft with ren- 
tals of US$1,100-1,800 per month and var- 
ying payment and lease terms. 

Despite the increased demand for 
apartments, developers remain hesitant to 
move into this field. Jones Lang Wootton 
has noted that investment in apartment 
buildings had been less profitable com- 
pared to that in office buildings. The con- 
tinued absence of regulations on strata 
title (legal ownership both of a flat and a 
proportion of the land on which it stands) 
is also a major obstacle. 

With available financing from Bank 
Tabungan Negara — the state savings 
bank — and Papan Sejahtera, a mortgage 
bank, demand for low- and medium-cost 
housing has grown rapidly, meanwhile. 
Prices in the medium-cost sector are about 
US$10-50,000 per unit with land prices of 
US$8-20 per sq. ft depending on location. 
In 1982, prices of residential units grew by 
an average 20% while land prices nearly 
doubled. 

In the retail sector, Gajah Mada Plaza 
was the only major shopping centre 
opened in 1982; its rentals were around 
US$3 per sq. ft, excluding service fees. 
Meanwhile, land for industrial use in the 
government-run Pulo Gadung industrial 
estate was going for about US$6 per sq. ft. 
With improved roads, more industrial 
sites are likely to rise in Jakarta's 
outlying areas of Citeureup, Bekasi and 
Tangerang. Greater accessibility will push 
up prices there, now at around US$1 per 
sq. ft. — MANGGI HABIR 
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Room for recovery 


M?» property values and rents 
appear to be on a firm foundation and 
could head for modest increases this year, 
if stronger commodity prices provide the 
needed push for a recovery in the econ- 
omy. Although the recent boom in office 
values is not expected to be repeated in 
the short term, with oversupply expected 
to emerge by 1985, the housing market is 
likely to remain steady. 

Much of this trend can be traced to the 
speculative shake-out of the past 18 
months and the marked slowdown in cor- 
porate acquisitions of land for develop- 
ment. Atits height in early 1981, the boom 
saw a flood of scrip on the stock exchange 
and property valued at more than M$1 bil- 
lion (US$436.7 million) changing hands. 

An oversupply in office space had origi- 
nally been predicted for 1978 but this was 
averted by a two-year boom in commodity 
prices beginning that year. However, the 
expected recovery in the Malaysian econ- 
omy in the next year or so may not see the 
same office-rental spiral. Estimates by 
analysts Jones Lang Wootton point to sup- 
ply exceeding demand by at least 3 million 
sq. ft. 

In Kuala Lumpur, office tenants are not 
expected to resist forthcoming rental in- 
creases, which will follow the doubling of 
rates between January 1981 and March 
1982. Consultants C. H. Williams, Talhar 
and Wong believe the price premium en- 
joyed by office owners in the city's pre- 
mium district will not be adversely af- 
fected by the 9.2 million sq. ft of new of- 
fice space coming on to the market be- 
tween now and 1985. 

Williams, Talhar and Wong estimates 
that 60% of the new office space will be 
outside the “Golden Triangle" area 


bounded by Jalan Raja Chulan, Jalan Sul- 
tan Ismail and Jalan Ampang. Currently, 
an established office building such as 
Oriental Plaza which Malayan United In- 
dustries (MUI) bought from the Swire 
group (and renamed MUI Plaza) can com- 


mand a rent of M$4.50 per sq. ft per 
month against M$3.50 for pre-let space in 
a similar block being built outside the 
Golden Triangle. Rents at the end of 1982 
averaged M$3.75 per sq. ft per month fora 
5,000 sq. ft office, still lower than in Singa- 
pore, Jakarta and Hongkong. 

The office space surplus will be consi- 
derable, with such projects as the Urban 
Development Authority's giant Day- 
abumi complex, employing Japanese 
technology, and the Pernas headquarters, 
both outside the Golden Triangle, coming 
on to the market. In addition, government 
and quasi-government agencies are likely 
to move out of the central district even- 
tually, leaving offices in the area to private 
concerns which are in a better position to 
pay higher rents. 

Land for limited commercial develop- 
ment in Kuala Lumpur can fetch M$250- 
500 per sq. ft. In Petaling Jaya, recent 
sales of industrial land saw prices of M$50 
per sq. ft. In the Klang Valley industrial 
belt, monthly rents for factory space have 
risen to M$1-1.20 per sq. ft. 

For entrepreneurs operating light in- 
dustries in Petaling Jaya and Kuala Lum- 
pur, flatted factories seem to provide re- 
lief from high costs. There is increasing 
demand for them, but supply has not been 
sufficient. Existing developments аге 
about 60-110,000 sq. ft but at least a 
couple of them are being used as 
warehouses. Plans are afoot for three- and 
four-storey blocks in Petaling Jaya to ac- 
commodate about 300 small-scale man- 
ufacturers now located in residential es- 
tates against local regulations. Shortages 
of land in the congested Kuala Lumpur 
satellite town may see more such develop- 
ments in future, though present rentals 
аге not attractive to private developers at 
85 M cents per sq. ft per month for first- 
floor space, 80 cents for second-floor 
space and 70 cents for third-floor space. 

In the retail sector, values and rents for 
ground-floor lots in Kuala Lumpur shop- 




























42 895 оп һе first floor and Мы 
on. the second floor. Rents are 















of service charges, while 
they go for M$2.75-4.00 per.sq. ft pe 
month. Jones Lang Wootton: says shop- 
ng centres enjoyed better occupancy 
fates in 1982 compared to 1981; Williams, 
Tathar and Wong predicts that. demand 
for retail space will remain firm this 
year. 
Interest in modern shophouses remains 
strong. Values of such properties — of 
some four storéys — on the periphery of 
la Lumpur" s central district are M$1- 
2 million in prime and M$600-800,000 in 
secondary locations... 
_ At present, annual rental returns are 4- 
6% on investment in residential property 
in general, 8-9% on prime office space, 
5-8.5% on commercial shopping com- 
industrial buildings. 
eninsular Malaysia 
ood at 5.9% as of end- November 1982. 


eanwhile, dpinárket, detached, lux- 


nd. Individually designed homes with 
rdens from a quarter to one acre go for 
less than M$750,000 іп Kuala Lum- 
"5 exclusive residential suburbs of Am- 
ng, Ukay Heights, Kenny Hills and the 
plomatic enclave of Jalan U Thant. Pur- 
ses are mostly made by big companies 
г the use of executives and by indivi- 
Is able to afford an average M$1.2-1.4 
Поп. Prices of these luxury homes in- 
ease by 10-15% a year, according to one 
timate. 
Unlike Singapore, the quality con- 
dominium sector has never really taken 
Off in Malaysia. The latest. Williams, 







“There appears. to be a market [for such 
developments] only in a highly urbanised 
city such as Kuala Lumpur." The few con- 
dominium developments which have suc- 
eded are close to the city, such as Desa 
Kudalari near the Kuala, Lumpur 
“gacecourse. Originally selling in the region 
of. M$65,000 some five years ago, units 
ere now. change hands. at M$280- 





















prepared to p up at: least 
for a 170-unit 


site, says Williams, Talhar and WE айа 


hat starting construction now. ‘could 


dential sector 
serious and the 


ond. Semi-detached units at coe 


62 


игу homes аге, as always, in strong de- | 


Talhar and Wong annual report says: . 


000. ae to Williams, Talhar and. 





etaling Jaya s su 


the exit of speculators. Even the partial - 
freeze on cheap credit to government em-, 
; plóyees— about a third of the market — is 


not seen seriously denting demand. Until 
the freeze, civil servants were in a better 


| position to buy houses priced twice as high 


as those non-government employees 
could get. 

In addition, ho 
mains the most | ve field in property 


investment. Аѕа rule of thumb, develop- 





ers have been reaping profit margins well , 


in excess of 25% of gross development 
value. Cheape s for both buyers and 





builders in the first six months of 1983 · 


would help prices to firm somewhat. Base 


dropped by. опе centage point since 
November 1982 and a further cut of 0.5 of a 
percentage-point is possible by the second 
quarter as the government has pledged to 
stimulate building and construction. to 
buttress the domestic economy during this 


year. 


However, despite repeated promises of 
determined measures to boost supply, de- 
velopers continue-to suffer months of de- 
lays in getting local and state authorities’ 


approval for development plans. Some. 


states have also been reluctant to free new 
land for use. 


Interest among developers is shifting to . 


the M$80-100,000 range of terrace units 
where consumer demand comes from the 
burgeoning lower-middle income group 
which has been priced out of. the upper 


end of the market. Prices of these units. 
, have remained firm. 


sales, but it is still a buyer's. ma 


g development re- | 


lending rates at the major banks have - 
‘the recession began, and many believe 








> А CORRESPONDENT 


fates has produced a revival: 


seems likely to remain so fo the. rest of. | 










ped from-around 17% to some 13%, more 
people can now afford то bu 
but not enough people for there 
been. any notable upward. pr 
prices. 

In the San Francisco B: 
bly the most expensive. in 
family homes cost more than 1185100, 000 
on average. They reached thislevelaftera . 
period of rapid price appreciation before 






that those days are gone for good. b. 

James Davis; research. director of the 
Real Estate Research Council of North-. 
ern California, thinks, that from.now.on © 
home prices will increase only at. the rate” 
of inflation. Ап additional factor he cites. 
is a levelling off of construction costs, - 
which increased 8.5% in 1980, 7.9%: in 
1981 and only 1.9% in 1982. “As the econ- 
omy improves, you'll see upward pressure 
on some parts of housing. construction,” 
he said. 

In the office-building market, the best 
investment opportunities in terms of re- - 
cent construction are held to be in space- 
short areas on the east rather than the west 
coast. Included hére.are such cities as At- |, 
lanta, Charlotte, Orlando, Tampa, St... 
Peterburg, Washington and Boston. ‘A’ 
study carried out by the American Realty. 
Services group: demonstrates that. San i 
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Only flats are rising 


apan's property market was one of the 
most featureless in Asia during 1982, 
with modest average rises seen in the 
prices of residential property and small 
rent increases in the commercial-property 


sector owing to tight supply. The vacancy | 


rate for prime office space in Tokyo is 
down to 0.8%, according to Mitsubishi 


; Estate Co.; one of the largest landowners 
“in the capital, wi 
4 the Marun 


th extensive properties in 
| district, compared with 





1.3% in 1981. 


ft = for its central 
Marunouchi offices. To rent an office also 






requires а refundable deposit of. 10-20 
nt. Mitsubishi Estate, 


times the monthl 
for example, collects a refundable deposit 
of about. 18 times the monthly rent. fora 
central Marunouchi building. 






In addition, there is typically а one- | 
month. fee for the estate-agent plus one. 





Mitsubishi revised its rent schedules up-. 
wards by 6.3% this year and now typically 
charges а monthly. rent of. 34,000 per 

tsubo: (US$2.85 per sq. ft) — а tsubo. 
equals 35.2. sq. 





month's rent in advance. For residential 
rentals, the refundable deposit will usually 
not exceed four months, but thére is also ~. 
non-refundable. key-monéy. payment: of 
two or three times the monthly rent that 
must be handed over. 

In urban centres many Japanese have 
simply abandoned any attempt to pur- 
chase a home, preferring {о ѕрепа theirin- 
соте on other necessities. According to 
the Japan Real Estate Research Institute, 
the average price of a detached house in 
Tokyo in 1982 was Y 36.2 million, up 4. 9% 
from. the previous year. This is well 
beyond the reach of middle-level execu- 
tives. In central Tokyo, within a 30-min: : 
ute commuting range of the Marunouchi 
business area, detached houses can easily 
fetch three times the price of the average 
house elsewhere, 

The declining. 


attraction of con- 


dominiums — some of which were poorly 
built and. badly located during periodic: 
bouts of speculative fever —showedinthe: 
softening of prices last year, an.averag 















ow 


week. 








in the Bay area this year will increasingly 
shift towards industrial and retail proper- 
ties and away from office buildin of: 
fice vacancies rise. "Lower inflationary 
expectations will result in fewer transac- 
tions predicated on future rental escala- 
tion,” itsaid. “Capitalisation ratios, which 
have been well above their historical 
highs in recent years, will fall to more ngr- 
mal levels in 1983." Apartment buildings 
are also spoken of as an investment oppor- 
tunity, given a squeeze on housing space 
and a dearth of new construction. 

In. terms of investment opportunities, 
one property analyst ranks West Coast 
cities in this order: Los Angeles, San 
Diego, San Francisco, Portland and Seat- 
tle. San Prancisco remains attractive to 
Overseas Chinese investors because of its 
large Chinese population. but buyers can 
no longer expect the kind of appreciation 
that has brought on the market for US$60 
million an office building that cost US$30 
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agnet to Asians, 





Francisco can expect to ha 
ply of new office space at I 
їй of 1984, while there will: 
tin Atlanta. The study estima 
iere would be 84 sq. ft of new office space 
п Atlanta for each new worker in 1984, 
while San Francisco would have 432 sq. ft 
~~ more than double the 200 sq. ft per 
vorker which it says indicates supply and 
lemand are in balance. - i ў 
Currently, large office.b 
cent construction are going 
only partly occupied in Sa 
wal rents range from US$. 


t until the 







1.5% decline in Tokyo to Y25.2 million a 
init. In Tokyo the inventory of unsold 
condominiums rose by 10.8% to 21,300 
'ompared to total sales of 37,000 units, ac- 
cording to the institute. Increasingly, con- 
lominium developers are being forced to 
ind sites on the periphery of Tokyo, usu- 
Шу at least two hours away by train from 
he central business district. 

One reason for the high price of Japan- 









froversup- 


million two years ago. 

"Rates of return will vary as a function 
of investor willingness to compromise cur- 
rent. yields for intrinsic value and long- 

‘term growth. potential," says James 

McCormick of Cushman апа Wakefield 
Inc., who deals with many Asian inves: 
tors. High-technology research and deve- 
lopment facilities should also be consi- 
dered by investors, he adds. 

Strong interest in West Coast property 
is being shown by investors from Singa- 
pore and Tokyo, according tò McCor- 
mick. Hongkong investors are temporar- 
ily out of the market, he says, attributing 
this to the territory's economic difficul- 
ties. — MARK BLACKBURN 


fetches about ¥13-15,000 per tsubo. Ac- 


| cording to the Saratoga property agency, 


many flats near the Imperial Palace carry 
rents of Y 18-20,000 per tsubo. An expat- 
riate executive should expect to pay be- 
tween, ¥500-750.000 per month for a first- 
rate dwelling. Comparable units in other 
urban centres, such as Yokohama, are 20- 
50% cheaper. 

Meanwhile, the boom in sales of recrea- 
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Make the Asia Yearbook part of your Review. 
subscription. Simply tick the relevant space ini 
the coupon below and automatically receive the: 
Yearbook. tt gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of.: 
Asia. Everything from Finances & Currencies to... f 
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medium of its kind. : 
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equivalent in local currency) Add ће 
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above, and send the total, with the completed ^ 
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rousing loans. The government's Housing | in the mountains or near the sea has come і с Simonis 
дап Corp., for example, offers loans of | to an епа. killing earlier expectations that ЕЕ 8 montis 
ip to X 10.7 million at 5.5% а year forthe | as the Japanese became more prosperous І O зун 
irst 10 years of the payment period and | and enjoyed more free time the market for | | D) Please include the Yearbook at sxtra 
'.3% thereafter. Currently, banks charge | such property would rise. The sluggish | | USS16.95/HK$110. For airmail delivery, 
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134% for housing loans, while housing- | economy and the slowdown in wage in- | | 
oan finance companies charge 9.84%. АП | creases dampened speculation. Some Payment of 
hree types of funding are popular because | owners have been forced to slash prices in | Nase 
if differing standards of qualification, | order to extricate themselves from | ложе 
'ayment periods and downpayments. mortgage payments, especially after they A 
The supply of detached houses and mid- | discovered that the utility of a vacation | Country 
le-range flats for rent has been shrinking. | cottage is less than they expected. Brokers | D 
ienerally, rents have been rising by about | are not optimistic of a quick recovery. | Gee payable о Far Eastern Economic Review onciosed: 
-576 a year. But the market for deluxe- The property market should remain un- To: Circulation Manager 


uality flats is stagnant and asking prices 
ave levelled:off. A standard three-bed- 
зот flat in a desirable area of Tokyo still 












exceptional in the coming year ~~. with 
growth running no more than parallel to 
that of the economy... 





— HIKARU KERNS. | 





Far Eastern Economic Review, GPO Box 180; Hongkong 
















Recently, Commissioner ‘for Securities 
Robert Fell made an admirable speech 
lashing out at the unprofessional. con- 


failure of many company directors to ful- 
fil their duties. Referring to problems of 
commodity-trading firms he said. that 
many accoufitants had failed іп their 
basic duties. “A similar point is emerg- 
ing in more recent and potentially more 
damaging failures and one wonders у! 
the position is in even larger cases" 
taken, by observers to be references dà 
‘failed deposit-taking: | company (DTC) 
Dollar Credit, and to the precarious situ- 
ation of the Carrian group. | 
.. He-hit out even harder at the be- 

haviour of some directors: | 

have used public «cont 

were their own proper ( e 
- ficers of companies, and, іп some Cases, 
. auditors have gone along with these indi- 
viduals because their actions seemed to 
be bringing in high returns." 

These are all admirable sentiments 
and Fell promised that legal lessons 
would be learned and new signposts 
erected. S lendid. До one wond rs why 










































duct of certain accountants and at the | 













l'about th Бш рита side of the deal, 


rently doliis 
| quiry report rer 
'ommercial Crimes. has 
le, two of Dollar's 
directors, CI Eng-kuan ànd Lee 
Hoi- -kwong, а reported to be back at 
work running the Hang Lung Bank after 
doing a three-way deal with Dollar Cre- 
dit's guaranteed lenders, the third party 
in which was Dollar's now absent chair- 
man, Willie Yu. Yu prefers to deal with 
‚ his colleagues — Yu is on the board of 
Hang Lung's quoted parent, Federal 
Amalgamated — well away from Hong- 
kong's shores. .: 
The guáranteed lenders are relieved 
_that they will at least get some of their 
money back, a fact that some attribute to 
th uthorities" lack of urgency in inves- 
tigating the: case. The unguaranteed 
ones — owed some HK$300 million — 
may not feel so sanguine if they find the 
Dollar Credit cupboard bare. They in- 
clude large international banks which 
are beginning to wonder whether Hong- 
' kong is not being run more like a tiny 








Caribbean island republic than.a major 
шешш] financial centre. 

w and government is 
the key attributes of 





ch would be threatened |. 


lese are sup- 









gen 
ang either by 
“carry out their.du 
- ders, if merchant banks have been prom- 
oting companies run. by undischarged 
bankrupts, there already exist at least 
three pieces of legislation under which 
action might be taken: the Securities Or- 
dinance, the Companies Ordinance and 
:the Protection of Investors Ordinance. 
Both the financial secretary and.the 
Securities Commission also have authority: 
to appoint inspectors with wide-ranging 
powers. In the case of Carrian, abs 
lutely nothing has been done by the а 




































othe: Independent Commission. Against 

orruption if no one else. | 

LACK of action in big cases contrasts 
with the much-publicised despatch with 
which the Commercial Crimes Bureau of 
the police swooped to arrest two direc- 
tors of a small DTC; Current Finance, 
very soon after it folded. Meanwhile, 
three months and one inquiry after Dol- 
lar Credit — one of the largestand oldest 













il- | tion under a set of fixed rules and stan- 







posed to consist of impartial administra- 





, and equal application of the law. 
i9 ANY scheme- for the. Оа 

Town Centre development must be bet- 
ter than none at all for the shareholders 
of Malaysia's Selangor Properties, or 
-Selprop. one-time darling of the Kuala 

Lumpur stockmarket and favourite of 
| certain Hongkong:based unit-trust man- 


| agers (who during the 1981 bull market 


acquired large blocks of shares from Sel- 
prop chairman Datuk T. К. Wen). But 
only just. The promise of Damansara 
had at one time boosted Selprop's share 
price to M$14 (USS$6.11). Selprop now 
has à deal to go ahead with the Daman- 
ага: development which had appeared 





ге compulsorily most of the 54-acre 


ing restructuring will give: Selprop а 
paid-up capital of M$631 million: Under 
it peered shareholders will end up with 
| only 38% of ће enlarged company; of 
the rest 30% will go to new bumiputra 


Shareholders in the shape of Malay en- | 





‘trepreneur Tan Sri Ibrahim Mohamad 
and United Malays National Organisa- 
‘tion arm Permodalan Bersatu, and 32% 
to Wen. : 











ment clutche 


79% of Bungsar and Ibrahim, who has 














сорагаіѕеа by government plans to ac- 


"The new scheme and the accompany- | 





the future, 























‘to quibble too much 





whieh was necessary if the Damansara 
to be pt out of govern- 
Fexisting shareholders 
may be upset with other aspects. The 
worth which has be n put on Selprop has 
been on the assum atit would ac- 
quire rights ie nansara land ага 
highly fav “price from Bungsar 
Hill Development, the Wen-controlled 
company in which Selprop currently has 
9%. No precise figure was ever stated 
but it was widely published that it would 
be at a fractionvof its market val 
The reality proved rathe 
ent. Selprop is having to doubl 
ing paid-up capital — from M$96 million 
to M$198 million —.to acquire the 91% 
of Bungsar it does not already own. The 
beneficiaries: Wen, who currently has 

























19%. Even though the price being paid 
of M$377 million — in shares valued at 
M$3.70 each — is only 35% of the land 
valuation, it must still be regarded. as 
very much more than Selprop sharehold- 
ers had expected to pay. 
After the shares have been issued to 
Wen and Ibrahim there will be a three- 
for-two scrip issue, then.a further issue 
for cash to Permodalan Bersatu and Tb- 
rahim of M$135 million àt par. 
So what's it all going to be worth? Sel-. 


prop will get a handy 27.5% of gross. |” 


development proceeds, and 50% of 
development profits. Actual develop- 
ment will be undertaken by a tripartite 
company, Pusat “Damansara, owned 
50% by Selprop, 20% by Ibrahim and 
30% by Permodalan Bersatu. 
According to Selprop, this should gen- 
erate sales of M$7 billion over 15 years 
and net Selprop a total of M$2.5 billion 
mostly from its share of the gross. That 
sounds handsome enough and is fairly 
high-quality income. But the discounted 
present value of M$2.5 billion over 15 
years is only some M$600 million. 
Spread evenly over the 15 years, M$2.5 
billion works out at only about M$100 


“million a year after tax or about 16 M 


Cents a share on the enlarged capital. 
Adding in the rest of Selprop's earn- 
ings for free as some insurance against 
slippage from the profit forecast, and in 
acknowledging the depleting nature of 
the asset, give it a theoretical price-earn- 
ings ratio of 10 and the price of the shares 
should. be around M$1.60 after the re- 


| structuring. That would be equivalent to 


M$4 today against a pre-suspension 
M$6.20. That is very rough arithmetic. 
But at least shareholders can now do 
their own sums rather than look to the 
stars or to Wen's statements to foretell 
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Tokyo's peace offerings 


Reflecting its concern over mounting Western protectionism 
Japan agrees to cut car and VTR exports 


By Mike Tharp 

Tokyo: In moves designed to reduce bur- 
geoning protectionism in the United 
States and Europe, the Japanese Govern- 
ment has agreed to restrain exports of two 
controversial commodities, vehicles and 
video tape-recorders (VTRs). Tokyo 
reached separate agreements during 
cabinet-level meetings on February 11-12 
with senior officials of the administration 
of US President Ronald Reagan and of the 
European Economic Community. 

The Japanese Government's decision to 
limit shipments of both products reflects 
its growing concern that even more Japan- 
ese goods will be shut out of Western mar- 
kets unless the government curbs the flow 
of some of the more highly visible exports. 
Although the action won | immediate 
praise in Washington and Brussels, it is 
not likely to do much more than delay 
further protectionist ventures in both cap- 
itals. Both the US and the EEC will con- 
tinue to demand greater access to the Ja- 
panese market, as they have been doing 
for years. Japan's latest effort could also 
serve as a precedent for future calls by its 
trading. partners to reduce other ship- 
ments. 

Neither agreement was certain until the 
formal February 11 and 12 meetings in 
Tokyo. Only days before, a senior official 
of Japan's Ministry of International Trade 
and Industry (Miti) denied any settlement 
had been made on VTR exports to 
Europe; he also declared that a fourth 
year of so-called voluntary restraint on car 
exports to the US was “ош of the ques- 
tion." The fourth year would begin on 
April 1, 1984. 

With the EEC, Japan agreed to limit ex- 
ports of VTRs for three years, capping its 
1983 shipments at 4.55 million units, in- 
cluding semi-finished models. The two 
sides also agreed to apply a minimum- 
price system for VTR shipments to the 
EEC. In return, the EEC assured Japan 
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that France would end its import restric- 
tions on Japanese VTRs, which have in ef- 
fect been halted by customs officials in the 
town of Poitiers. The EEC also said Euro- 
pean makers of VTRs would shelve their 
dumping charges against Japanese manu- 
facturers. 

Japanese officials also told visiting US 
Trade Representative William Brock and 
his party that the government would ex- 
tend for a third year the 1981 agreement to 
keep car shipments to the US at 1.68 mil- 
lion units. Although Brock and other 
American officials have insisted that the 
decision was strictly one for the Japanese 
Government to make, the US side made 
its preference known clearly. “We lost so 
much money that the retooling [of the US 
vehicle industry] has been awfully slow in 
coming." Brock said at a briefing, adding 
that the 1.68 million-unit ceiling was not 
an excessive burden for Japanese carmak- 
ers. 


qe press reports quoted Miti offi- 
cials as estimating that Japan's total ex- 
ports of VTRs this year would drop to 4.23 
million units from 4.35 million in 1982 be- 
cause some 500.000 of the 4.55 million- 
unit limit would be in semi-finished ex- 
ports. The agreement includes a stipula- 
tion that European VTR makers would be 
assured of at least 1.2 million annual units 
of production and sales to the end of 1984. 

In addition, the Japanese Government 


CLARIFICATION 
On Page 59 of last week's Review (February 
17), a table showing Grand Marine's cash flow 
quoted Wardley as its source. Wardley neither 
provided that report to the Review nor com- 


mented on it, and so in no way breached its 
duty of confidentiality towards its client. The 
information was, in fact, obtained from a con- 
fidential report prepared by Wardley which 
the Review obtained from its own sources. 





l agreed to Бе 
TV tubes сона to the EEC to 900,000 — 
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units this year. The two sides will meet — 
later to determine the export volume of 
colour tubes for 1984 and 1985. The EEC 
had also sought export curbs on eight 
other commodities, which it called “sensi- 
tive" items, and Japanese officials said 
they would allow moderate shipments, 
but failed to set specific ceilings. 

If the Japanese believe their latest ac- 


d 


` 
e 


tions will stifle later protectionist movesin —— 


major market countries, they are mista- 
ken. In a speech at the Japanese National 
Press Club, Brock listed five mutual ob- 
jectives for bilateral trade ties in future: 

» Equivalent free access in each econ- 


omy for goods, services and investments _ 


from the other. 


» Trade composition and volume - 


which reflect competitiveness and are ap- 
propriate for  industrialised 
partners. 

» Fair competition between firms, in 
the US, Japanese and third-country mar- 
kets and elimination of distorting or dis- 
rupting effects of industrial policies or cor- 
porate practices. 

» Elimination of current protectionist 


. А У 
practices and avoidance of new protec- | 
NT. 


tionist measures. 

» Leadership in maintaining ап open 
international-trading system commensu- 
rate with economic strength. 

Later, Brock indicated that some Ja- 
panese industrial policies, such as re- 
scarch-and-development (R and D) sub- 
sidies, cartelisation, government-man- 
dated allocations of credit and sharin 
R and D, would be areas in which the U 
Government might find fault with Japan. 
Brock said, for instance, that if any Japan- 
esc industrial policy was found to "nullify 
or impair benefits previously granted in 
trade negotiations, we have recourse to 
both domestic law and international law." 

He also stressed the importance of in- 
vestment by US firms in Japan and by Ja- 
panese firms in the US. As for investment 
opportunities in Japan for foreign com- 
panies, the trade representative called it 
"the single largest problem area over the 
longer term." However, he said the pro- 
blem was not with restrictions placed on 
foreign investment but that "the issue is 
more of one of attitude, and it is not en- 
tirely a government function — it is more 
of a concern with the attitude of the Japan- 
ese business community about this." It 
thus is still not clear what Brock consi- 
dered a reasonable solution to what he 
sees as a problem over foreign investment 
in Japan. 

Another sign of Washington's likely res- 
tiveness with the Japanese was Brock's 
assertion that the three-year agreement 
with Nippon Telegraph and Telephone 
Public Corp. (NTT) to open that 
monopoly's bidding to foreign firms was 
not being implemented. Brock and other 
Americans contend that despite legally al- 
lowing foreigners to bid on NTT procure- 
ment projects, few, if any, foreign com- 
panies have succeeded in winning bids. 

"The level of frustration is high, and I 
don't accept the possibility that we cannot 
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ment agreement expires in January 1984, 
and Brock strongly suggested it should be 
revised or renewed then since "there is 
very little value in the present agree- 
ment." 

Hisao Shinto, NTT president, recently 
- declared that “everything is higher in price 
from the US," estimating that American 
telecommunications equipment costs 1.5- 
1.75 times as much as comparable equip- 
ment in Japan. "Why should we be 
blamed from your side? We are making ef- 
forts beyond the [government-to-govern- 
ment| agreement. The problem is the 
price." 

There do not seem to be any ready solu- 
tions to the outstanding issues raised by 
Brock and the EEC commissioners. Japan 
can continue to improve certification and 
inspection procedures for imports, but the 
government seems unlikely to budge on 
the politically tricky question of expand- 
ing quotas for beef and citrus-fruit im- 
ports. 

Even the so-called voluntary restraints 
announced in Tokyo covering vehicles 
and VTRs could wind up hurting Japan's 
case in the trade debate. "It is our view- 
point that voluntary-restraint agreements 
are temporary and extraordinary mea- 
sures," said the senior Miti official. How- 
ever, with export moderation now cover- 
ing some 30*5 of total Japanese exports, 
so-called voluntary restraint is fast becom- 
ing the rule rather than the exception. 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
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as it becomes available. A vital research 
tool, the Review index will save hours of 
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TION net for jute 


An international o 
by substitutes — 


By S. Kamaluddin 
Dhaka: The golden fibre, jute, whose sur- 
vival now appears to be at stake, received 
new, support recently with the successful 
conclusion of a five-day, Unctad-spon- 
sored seminar in Dhaka arranged for both 
jute-producing and -consuming countries. 
Representatives of five producers and 17 
consumers left the meeting with the hope 
that the proposed International Jute Or- 
ganisation (IJO) would be in operation 
from July 1 as scheduled under the inter- 
national jute agreement reached in 1982 in 
Geneva. Representatives from various 
United Nations agencies also participated 
in the seminar. 

A preparatory committee meeting is to 
be held in Geneva in March or April to 


Jute seedlings: survival at stake. 





evaluate progress and to formally launch 
the JO. The International Agreement оп 
Jute and Jute Products reached last year 
will be open for signature at the UN head- 
quarters until June 30 by governments in- 
vited to the UN conference on jute and 
jute products. 

The ПО will become operational if 
three jute-producing governments repre- 
senting at least 85% of net exports and 20 
governments accounting for at least 65% 
of net imports ratify it. If consuming and 
producing countries fail to meet this re- 
quirement by January 1, 1984, the UN sec- 
retary-general will "invite those govern- 
ments which have signed this agreement" 
to evaluate the situation. 

Producing and consuming countries feel 
the agreement will be supported, how- 
ever, even though the United States is still 
not sure if it will join. The US representa- 
tive expressed reservations about locating 


anisation to protect the fibre — hit - 
takes shape with UN help 


the headquarters of the IJO in any major 
jute-producing country. Nonetheless, one 
seminar source claimed the participation 


of the US in the Dhaka seminar reflected a. 


change in attitude in Washington. The 
European Economic Community spokes- 
man on jute was, meanwhile, very op- 
timistic about the IJO and felt that both 
the community and Japan would ratify the 
agreement soon. 

Opening the seminar, Bangladesh 
Commerce and Industry Minister Shafiul 
Azam said: "The terms of trade continue 
to remain unfavourable to primary pro- 
ducts. Commodity [based] economies 
have been hard hit in recent years by a re- 
cord fall in prices . . . our exports of com- 
modities, though rising in volume, are 
earning less and less in real terms." Azam 
pointed out that one of the key tasks of the 
new organisation would be to "explore 
ways [by which] producers of jute could 
improve their real . . . income from ex- 
ports." 

The chief of Unctad's commodities divi- 
sion, L. Hulugalle, said: "Jute is at the 
crossroads, It is a question of survival 
more than anything else. The opportunity 
provided by the IJO to launch a meaning- 
ful effort on behalf of jute must be grasped 
before it is too late." The basic objective 
of the IJO would be to increase the com- 
petitiveness of jute vis-a-vis artificial 
fibres, he added. 

The ПО is to be headquartered in 
Dhaka, while its chief executive is likely to 
be an Indian and the No. 2 position will go 
{о а consuming-country representative. 
There is some debate at present over the 
status — according to UN standards — of 
these senior positions. The question is im- 
portant because it will affect the IJO's ad- 
ministrative costs. These have been tenta- 
tively set at US$750,000 for the first year 
— and will be equally shared between pro- 
ducing and consuming countries. Indi- 
vidual costs will be based on market 
shares. 

Bangladesh, which has more than 55% 
of the world market for jute, was allowed 
450 votes out of a total of 1.000 for all pro- 
ducing countries and will have to share 
22.5% of the total administrative cost. 
India, with nearly 31% of the market 
share and 286 votes, will take 14.3% of the 
cost. Funds other than those for meeting 
the administrative costs of the IJO will 
have to be raised through voluntary con- 
tributions from consuming countries. The 
Unctad representative suggested that 
multilateral institutions, such as the 
World Bank, the Asian Development 
Bank and various UN agencies should try 
to help ПО solve its funding problem. 
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™ COMPANY RESULTS 





Coming in First 


Two companies in Indonesian entre- 
preneur Liem Sioe Liong’s First Pacific 
group — First Pacific Holdings (FPH) 
and First Pacific Finance (FPF), both of 
which are listed in Hongkong — have an- 
nounced final results for the year ended 
Dec. 31, 1982. FPH announced consoli- 
dated net profits before extraordinary 
items of HK$9.36 million (US$1.4 mil- 
lion) for the period. No consolidated fig- 


ures were given for the previous year be- | 


cause of the extensive restructuring of 
FPH since the controlling group known 
as the Liem Investors acquired Shanghai 
Land Investment Co., a shell company, 
renamed it FPH and began injecting as- 
sets into it last year (REVIEW, Apr. 2, 
`82). 

The parent company's net profits 


rose, meanwhile, from HK$1.41 million | 


to HK$6.33 million between 1982 and 
1983, reflecting mainly the company's 
72.6% stake in ЕРЕ, а registered depo- 
sit-taking company. FPH says it will in- 
ject its recently acquired 80% attribut- 
able equity interest in Hibernia Bank of 
California as from the first half of 1983. 
This is expected to have a significant im- 


pact on FPH's earnings and assets. FPH 
had extraordinary profits after tax of 
HK$4.16 million in 1982, arising from 
the sale of long-term investments in 
quoted stocks which were held by Shang- 
hai Land. 

FPH is recommending a final dividend 
of 20 HK cents a share to be paid in scrip 
form but with a cash option, payable on 
the company's share capital as enlarged 
by various large capital issues during the 
year. 

ЕРЕ. meanwhile, announced net pro- 
fits before extraordinary items of 
HK$13.85 million for the period — an 
increase of 165% over 1981. On a per- 
share basis, earnings rose from 12 to 17 
cents fully diluted. Development of "sig- 
nificant merchant-banking fee income" 
among other things accounted for the 
company's improved performance, the 
directors said. They are recommending a 
final dividend of 5 cents a share, also in 
scrip form with a cash option and again 
on the basis of an enlarged share capital. 
The annual meetings of both FPH and 
FPF will be held on Apr. 28. 

— ANTHONY ROWLEY 





Typhoon sours result 


Central Azucarera de Tarlac, a Philip- 
pine sugar-milling firm belonging to the 
Cojuangco conglomerate, incurred a net 
loss of P2.65 million (US$279,740) in 
the fiscal year ended on Aug. 31, 1982. 
This followed a net income of P6.26 mil- 
lion in the preceding fiscal year. Chair- 
man and president Pedro Cojuangco 
blamed the turnaround on “factors 
bevond our control." Like other local 
sugar millers (REVIEW, Jan. 27), Tarlac 
was protected from low world market 
prices by long-term export contracts at a 
guaranteed minimum price. The rever- 
sal was caused primarily by a typhoon 
which hit Tarlac just when the milling 
season was under way. Lower sugar- 
cane supply and fewer milling days cut 
production to 1.45 from 1.65 million pi- 
culs (one picul is equal to 63.25 kgs). 

— LEO GONZAGA 


MIM stages a comeback 


Australian base-metal miner MIM 
Holdings staged a major profit recovery 
in the 24-week period to Dec. 12, 1982, 
posting a net profit of A$10.3 million 
(US$10 million), compared with a loss of 
A$4.47 million in the previous corres- 
ponding period. A slight improvement 
in some commodity prices — especially 
that of silver — combined with the im- 
pact of the devaluation of the Australian 
dollar underpinned the profit improve- 
ment. Group revenue came to A$304.9 
million, a 3.4% rise. 
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Capital expenditure remained high 
during the period at A$262.4 million. In- 
terest charges rose 34% to A$20 million. 
An unchanged interim dividend of 2 A 


| cents a share will absorb A$10 million.of 


the profit. — BRIAN ROBINS 


А strong performance 


Cigarette manufacturer Rothmans of 
Pall Mall (Australia) raised net earnings 
by 38% to A$14.9 million (US$14.4 mil- 
lion) in the six months to Dec. 31, 1982. 
Revenue rose 18% to A$324.5 million. 
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The strong profit performance improved 
interim dividend to 22.5 A cents per 
share. Pre-tax earnings moved ahead 
38% to AS20 million, aided by non-trad- 
ing income of A$1.3 million (up from the 
former level of A$730,000). On the cre- 
dit side, depreciation charges rose 22% 
to A$2.1 million, while interest charges 
were A$1.3 million, down from A$1.36 
million previously. 

— A CORRESPONDENT 


Bad on paper 


Paper and board producer Australian 
Paper Manufacturers has reported à 
14% dip in earnings to A$27 million 
(US$26.4 million) in the half-year to 
Dec. 31, 1982. But UN ES MD 

e group 


5% to А$538.9 million. 
blamed poor demand and the drought in 
Australia for the poor showing. Plant 


closures largely accounted for the extra- 
ordinary loss of A$4.8 million brought to 
account. The interim dividend was main- 
tained at 7 A cents a share. 

— BRIAN ROBINS 


Payout at Tunnel 


Hongkong's Cross-Harbour Tunnel Co. 
recorded an after-tax profit of HK$149 
million (US$22.5 million) for the year 
ended Dec. 31, 1982, an increase of 
2.9% over the previous year. The direc- 
tors of the company, which operates the 
underground four-lane vehicular tunnel 
linking Hongkong Island with Kowloon, 
plan to recommend a final dividend of 30 
HK cents a share. Adding the three 
quarterly interim dividends of 27.5 
cents, the total dividend for 1982 will be 
HK$1.125 a share. This will represent an 
increase of 2.3% over the total 1981 di- 
vidend. For this year, the directors in- 
tend to pay quarterly dividends of 28 
cents and a final dividend of not less than 
28 cents a share. — JOSE GALANG 
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KONG: 1 In: ae contrast to the previous 
id's half-hearted performance, the stockmarket 
ged ahead in the three-day period to Feb. 10 to. 
sach the key 900-point resistance fevel on the Hang 
g Index. fast hit in September 1982. The index 
ed up steadily to finish 24.5 points higher at 
сөп the three-day period. Strong buying sup- 
he start. following firmness.on Wall Street. 

the market cross the 900 barrier on Feb. 9, 

“bullish mood usually witnessed during the 
preceding the Lunar New Year holiday sup- 

ed the index above that level the following ses- 
interrupted occasionally: by brief spurts of pro- 
ng. But analysts are sceptical of the market's 
aintain i its Momentum, 

















sk activity in mining dnd commercial. 
res made up for the stale trade in oils. 
п -day period to Feb. 10, the Manila 
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hilex,. Marinduque and 
strong Wall Street: influenced this trend, 
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et level. The deal was. handled by the 
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;| BANGKOK „After several days of panic selling 











ng Seng Index, and stayed above it, with 


Mis traditional Lunar New Year liquidity. In. 
with higher New York closings ` 






considerably: ‘On Feb. Ө, the New Straits Times 


Index passed through the 1.000 mark. putting on 5.75 
points 10, reach] “002, 02. The advance gathered 
momentum the next day; the last day of the period, 


with the index closing at 1.009.74. But some profite 


taking was evident towards the close, Fraser's Indus- 
trial Index rose more than 80 points to close the 
three-day period at 2, 777. 54. 


NEW ZEALAND: A shortage of scrip re-emerged 


and prices headed upwards again. Brierley moved to 


acquire the 53% of Whitcoulls it does not already 
hold. A couple of smaller bids have been noted by the 
market and takeover speculation is again providing 
some impetus. Interest also returned to mining 
stocks, which have out-performed industrials so far 
this year. Interest rates resumed their downslide as 
higher liquidity and a declining number of fixed-in- 
terest offerings inter-reacted. 


AUSTRALIA: Prices tended downwards and trad- 


ing was quiet as the market awaited the March 5 fed- 
eral election. Mining stocks, which are particularly 
sensitive to political uncertainty. came under some 
pressure. But analysts say the rising price of gold may 
well restore investor confidence in them in the near 
future. The" Australian. All-Ordináries Index closed 
at 501.3. a loss of 1.9 points'on the three-day period. 


TAIPEI: The market turned bullish before closing 
tor the Lunar New Year holiday as investors con- 
tinued to be heartened by optimistic forecasts for the 
United States economy. The average weighted price 
index rose 3.12 points to 457.68 while average vol- 
ume traded rose by around a third. 


mours about Rama Tower's failure to 


7 "conclude a deal to sell off the hotel of that name, as 


well as alleged. difficulty arising from a 1980 share- 
swap arrangement with the ailing Hongkong-based 
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idle funds marched into the stockmarket in anticipa- 
ноп of government measures against property-mar- 
редеа in anti on of good performances by listed 


љино Index steadily higher to close at. 121. 
Gains were most notable in construction-ma: erials,, : 





i| Carrian group. trading in Rama Tower shares was or- 

; dered suspended for two days from Feb. 10 to facili- 
. tate а моск exchange investigation into the hotel 
| firmis problems. This contributed to slow trading but 
apparently helped stabilise prices in general. Aver- 


age daily turnover during the three-day period drop- 
ped to Baht 7.5 million (US$326 000) but the Book 
Club Index rose 0.3 оѓа point to close at 110.26. 


SEOUL: Share prices were mostly higher as more 


ketspeculation. Analysts expect the rally to continue 
for some time. The inflow. of new funds is also ex- 





ompanies. Trading was active, pushing the compo- 


vehicle and inland- -transport issues. 
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inus the mystery, 
$ inus the myth: 
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о. here that not only shape Asia's S futur 
‘fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 



































Now In Its 24th Edition 
. The Asia 1983 Yearbook, РИН its 24th anniver- 


fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
be t no: person who has any dealings with 
5 Asia can af ord to rone. 


Features ; 
-The Asia 1983 Yearbook includes two new chapters in 
| the Special Section, namely ASEAN and Fishing. You 
. Will find familiar chapters and features as well: a Re- 
- gional Round-up, The Power Game, Population & Food, 
_ World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
ion, Shipping, Trade & Aid, West Asia, islam, South 
. Pacific and Asian Organisations. 


The main b of the book contains hapters 














New Zealand; апа then back to P. 

donesia, Singapore and Malaysia. 

As.in the past, the. Yearbook has. an abundance of 
charts, чар е5 апа graphics to illustrate the material, in- 


irs, iR Fielstions, ESOS 
~ Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
> tial and Population Trends to Foreign Aid Involvements 
and Social and Cu ногај Landmarks. Each section has 







. sary, is bigger апа more comprehensive than ever be- | 











also been supplied with a set of vital amic ped 
against a master questionnaire pievided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW’s cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of 'writers, analysts, 
experts and research staff contribute: (as they hav 
ularly for 24: years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as sony the Far Eastern Economic Review 
omn. wy 
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henzhen is a city under construction. 
Roads are being paved, flanked on 
both sides by half-erected concrete 
buildings. Workers at construction sites 
dig with hand shovels, and crush rocks, 
bit by bit, using hammers. Red dust fills 
the air, clinging to one's breath and 
clothing. Grass huts, not an uncommon 
sight, may house anything from a family 
to a municipal administration bureau, or 
serve as а foodstall or factory 
warehouse. The better-off reside in 
newly built apartment units, often pro- 
vided by their relatives or foreign em- 
ployers in nearby Hongkong or Macau. 
Shenzhen Special Economic Zone 
(SEZ), an area totalling 327 sq. kms 
under the supervision of Guangdong 
province, was barely inhabited only two 
years ago. Today, with a population of 
close to 100,000, it stands as the hub of 
China's SEZ experiment which began at 
the end of 1979. Of China's four SEZs, 
all located in the southeast, Shenzhen is 
by far the largest and most prosperous. 
Much of Shenzhen's economic excite- 





ment comes from foreign investment. 
An official zone development plan made 
public last June calls for US$7.2 billion 
in foreign investment by the end of the 
century, or 58% of total planned zone in- 
vestment in that period. Shenzhen offi- 
cials said HK$8.86 billion (US$1.96 bil- 
lion) of foreign investment has been 
pledged so far under more than 1,400 
concluded agreements. However, actual 
investment at the end of 1982 totalled 
only HK$1.76 billion, mainly in property 
development (70%), tourism (15% ) and 
assembly and processing projects 
(7.395). 

Hongkong and Macau Chinese are 
responsible for injecting more than 90% 
of the amount pledged. The proximity of 
Hongkong and Macau compensates for 
the zone's lack of communication 
facilities such as proper cargo transport 
and skilled labour. Although zone plan- 
ners aim to attract capital-intensive and 
high-technology industries, foreign in- 
vestors are hesitant in view of the zone's 
poor infrastructure, the stipulation that 
most of their products must be exported 


72 


(though the proportions are 
negotiable), and the flimsy pro- 
tection given to investors under 
the broad provisions of the 
Guangdong SEZ regulations. 

The low costs of land use and labour 
are the main investment incentives of the 
SEZ. However, much skilled labour has 
to be acquired from outside the zone 
and, sometimes, from outside Guang- 
dong province. To lure quality workers, 
the Shenzhen administration announced 
in August 1982 that technicians and 
other professionals would be treated as 
priority cases in seven areas, including 
health services, housing, household gas 
supply and relocation of family mem- 
bers. 

A chief engineer at the Sino Master 
Steel plant in Shekou (an industrial dis- 
trict at the western end of Shenzhen SEZ 
administered by China Merchants Steam 
Navigation Co.), who was hired from 
Hunan province, said many provincial 
governments are most reluctant to let 
their skilled workers go. Investors in the 


more sophisticated industries become 
entangled in a mass of bureaucratic red 
tape in their efforts to wrest suitable per- 
sonnel from provincial governments. 


B: Shenzhen, for the many resettled 
in the SEZ, means hope of better liv- 
ing, entertainment and higher wages. A 
worker at a Shenzhen foreign joint-ven- 
ture factory makes about three times the 
pay of the average worker in other parts 
of the country. Wages average Rmb 150 
(US$76.5) a month, excluding bonuses 
and other benefits. A patrol guard at the 
Shenzhen City Happiness Soft Drinks 
Factory, which bottles Pepsi-Cola, said 
overtime pay can at times amount to 
40% of his basic salary. 

A number of workers said they most 
enjoy the access to consumer durables 
such as TV sets, radio cassette recorders 
and electric fans, which can be readily 
purchased from the zone's supermarkets 
and department stores. Shenzhen resi- 
dents can watch Hongkong TV program- 
mes and commercials which broadcast 
across the border. Locals are said also to 











frequent the disco at the Si Li holiday re- 
sort in neighbouring Shekou, which is 
open to all who can pay with foreign cur- 
rency. (Workers are allowed to receive 
10% of their wages in foreign exchange 


| certificates.) 


But what the Shenzhen residents gain 
in earnings, they lose in terms of social 
facilities. There are only five hospitals in 
the zone, hardly sufficient to serve a 
growing population consisting largely of 
young, marriageable people. The Shen- 
zhen City People's Hospital has only 200 
beds while the other four are really only 
clinics. Vegetables and meat are often in 
short supply and residents find them- 
selves paying more for food than in other 
parts of China. Food, rent, utilities and 
clothing for a family of three (parents 
and one child) can cost Rmb 150a month 
— one family member's wage. 

Moreover, not all workers from out- 
side the zone are granted permanent re- 
settlement. And earnings of temporary 
residents are remitted to their home- 
town accounts. Also, wages vary tre- 
mendously. Two teenage tree-planters 
at a hotel in the neighbouring Zhuhai 
SEZ, north of Macau, said they are com- 
pensated for leaving their homes in 
Shunde (northwest of Zhuhai), but their 
wages — a little over Rmb 30 a month — 
have not been altered. 

The easy access to consumer durables 
and a number of duty-free imports (for 
those who can afford them) is not to be 
enjoyed by non-SEZ residents. The 84- 
kms boundary dividing Shenzhen SEZ 
from non-SEZ areas will soon be guard- 
ed by 29 highway posts. This new 
emphasis on hermetically sealing the 
zone follows China's allegedly biggest 
smuggling scandal, operated by two offi- 
cials of the Shenzhen branch of China 
Electronics Import and Export Corp. 

Zhou Zhirong and Xu Zhiliang repor- 
tedly smuggled into China Rmb 23 mil- 
lion worth of electronics products, in- 
cluding 24,700 TV sets, 87,539 radio cas- 
sette recorders and 100,000 cassette 
tapes. In addition, they allegedly con- 
spired with Hongkong businessmen in 
the acquisition of import permits 
through fraudulent means for TV sets, 
radio cassette recorders, cassette tapes 
and calculators worth a total of US$47.5 
million. 

Zhou and Xu, who have been expelled 
from their posts and membership in the 
communist party, were said to have also 
misappropriated Rmb 1.84 million in 
customs duty, engaged in the illegal sell- 
ing and buying of foreign exchange 
worth US$1.6 million and accepted 
bribes from Hongkong businessmen. 

— TERESA MA 
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Turn your bank 
intoaninternational network 
atthe speed of light. 





©) Bank of America NT&SA 1982 


Bank of America NT&SA Member FDIC 


Look to Bank of America-for the fast-response, 90-nation banking 
network that extends your bank’s services around the world. 

As one of the leading participants in international dollar trans- 
actions in New York, we provide you with dependable, high-speed 
cash clearings. 

Using SWIFT, the public wire services and our own satellite 
communications, we move funds rapidly throughout the world. 

Plus, we can clear all your worldwide accounts through a single 
dollar-account in New York or California. 

Through our international network, we offer you global services 
in trade finance and foreign exchange. 

And with our investment advisors, project finance advisors, 
market-making capabilities and aggressively-priced Fed funds and 
interbank deposits, we serve the financial needs of both your 
customers and your bank. 

So look to Bank of America for fast, efficient correspondent banking 
services. To get in touch with one of our specialized correspondent 
account officers, contact the Branch Manager at your nearest Bank of 
America office. And extend your bank around the world. 


Look to the Leader.” 





BANKOF AMERICA 


Dec: AUSC there smore 
to business trips than 
just business, «e 


designed on the ancient 
Chinese principle of inner 
and outer courts with pleasures 
for the inner and outer man. 
Take Chef Bidou, a chef 
famous in his French Provengal 
region. He has given Singapore 
an outstanding example of 
specialized cuisine. Another 
French touch is the sidewalk 
Café Boulevard. Perfect for 
people watching. Or the favourite 
of the Chinese gourmets, the 
Ming Palace. Or the Jade 
Lounge, lively and sophisticated. 
All in all it's your kind of hotel. 
On business. Or leisure. 


PLING COURT HOTEL 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 





GOODWOOD PARK * YORK HOTEL * MING COURT • LADYHILL * HOTEL MALAYSIA 
Reservations Worldwide: Steigenberger Reservation Service. Utell International. Australia: Southern Pacific 
| Corporation. Traviex (Suprana timal). Asia: Cardinal Hotel Booking Service, Hong Kong 

ауа Sales Office, Jakarta. Goodwood Park Hotel Sdn Bhd, Kuala Lumpur 
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WWF Kok 


Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct ti 


WWF International, 1196 Gland, 
Switzerland. 
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Antarctic winters 


As an old Antarctic hand (British Antarc- 
tica Survey, 1969-75), now living in Asia, 
who likes to keep himself up to date with 
events affecting the frozen continent, 1 
was interested in your report [REVIEW, 
Jan. 27] on India's recent activities there 
Undoubtedly Third World countries have 
nothing to lose by joining the bandwagon 
of expeditions going south, and the re- 
cently concluded International Law of the 
Sea convention will certainly have a great 
bearing on territorial issues and other de- | 
tails of the Antarctica Treaty when it 
comes up for review in 199] 

One statement in the article, however, 
rather surprised me. That was the refer- 
ence to India's intention to man its base all 
year round from 1985. You then stated: 
"Now only the Soviets maintain such a sta- 
tion." I am sure many of the signatory na 
tions have support personnel wintering | 
over to provide logistical expertise and 
continuity for summer scientific program- 
mes, and certainly some of these must en- 
gage in winter meteorological studies 


for instance, Halley Bay (Britain), In an extraordinary city, 


Amundsen-Scott and McMurdo (United 


ОБА Mandarin International offers 
one of the worlds finest hotels. 


sion that India and the Soviet Union are 
doing something unusual in their efforts 
down south, by wintering over 

On another minor point, your scale of 
80 miles on the accompanying map is more 
like 800 miles and puts the Indian station 
nearly half way to the Pole, presenting un- | 
doubted logistical problems for re-supply! 
Presumably the map is wrong and the 80 
miles distance correct 

Finally, I personally cannot see most of 
the signatory nations, with the possible ex- 
ception of Chile and Argentina, agreeing 
to a territorial division of the continent 
based on the continental drift theory, 
however scientifically correct this theory 
may be. Nevertheless, 1 shall follow 
India's progress in future debates 
Manila P. W. GURLING 


The view from Assam 










As one of the very few foreign journalists The Mandarin, Hong Kong 
who have visited Assam since the anti- 

immigration movement began three years Readers of the influential ‘Institutional Investor’ recently nominated The 
ago (and, because of the restrictions in Mandarin. Hong Kong. and its sister hotel, The Oriental. Bangkok. as the tw« 
force there, that particular report cost me best hotels in the world 

two weeks in the jails of Sibsagar and For reservations at The Mandarin, Hong Kong. please call the nearest office of 
Gauhati) I feel that Mohan Ram HRI, The Leading Hotels of the world, your travel agent, the hotel direct at 


1 : 5.220111. telex HX7365 y other Mandarin Intern: à tel 
[RE VIEW. Feb. 3] over-simplifies when he 220111. telex HX73653, or any other Mandarin International hote 


says that “bomb blasts, arson, kidnapping 
and murder have become routine" in 





Hong Kong: 1 n. The Excelsior. The Royal Garden. Bangkok: The Oriental 
Assam. The | Manila: T! in. Jakarta: The Mandarin 

The student movement is basically non Vancouver: The Mandarin (1984) Macau: The Excelsior (1984). Singapore: The Oriental (198 
violent and Gandhian. I saw protesters in 
kurta pyjamas and white saris walking t 
with hands joined on their chests towards 


soldiers ready to shoot at them. Since the 
central government has rejected the stu- = 
dents’ demands for such a long time, it is The Mandarin, Hong Kong 


possible that a few of them have taken 
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igrants and have 
‘nothing in common with the peaceful pro- | is no society on earth that is so of 
test of the Assamese students. lanced that every racial group gets exactly 
] its proportionate share of wealth or те- 
responsible for ter | murders, sources. 
burning villages to room for them- Let Malaysians not forget the basic 
Selves. In addition, there avocations understandings which underlie.thé NEP. 
by the communists. who, Ба The period of the NEP is like a handicap | [> 
cutta, are eager to se race in which, instead of running the full | | 
of hand. Remembe distance, the bumiputras (including: | 
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leader Jyoti Basu's e extremely wealthy ones) get a start 
Bengal," now echoe the non-bumiputras (including some v 
Tripura by the violen poer ones). When the bumipu 





used up their advantage they will'h 


ment, seeking a Beng 
finish F race on their own and. bet 


prising ` West Bengal, 


body i is saying that bumip: 1 
only have 30% or whatever percentage of. 
wealth (how do you define wealth any- 
| Ке: way?). The spirit in which the NEP 
demand the deporta irs who | cepted was that after 1990 there wi 
entered Assam since ү . | no government- "Sponsored handicapping. ; 
based on race, every citizen will be treated | |... ! Donald Wise 
equally and no one will be denied an о | 
portunity (at least not by the governme: J 
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іп New Delhi). because of his race or colour. Н pi Chi зло a) 
are illegals, and int | Singapore LEE YIK KONG | | 

from the central gi t wis id | BUREAUX We 
forces its own la i ft the ent f^ | * Torbbe s ok: John MtBeth. - 
have received scor мы ЧОЧ T ; 


strators and troops, w who f К nore | A „Mangin П [Letters 
82] expre: 


П | 

E ` that, on eer grounds (and there are: 
which jo never known шне violence. | few such under canon law), no marriage 

It is a beautiful country with a beautiful | existed between the parties in the first 

people and a beautiful culture. It is a pity | place. “What God has joined let no man | 

“to treat the Assamese as outsiders (they | put asunder” still remains an inflexible di- ME 
have never aimed at secession, unlike | vine law for practising Christians. 
some Nagas and Mizos). | Let it not be forgotten that, despite the | | 
Paris 7 : REMIFAVRET^| enormous church interests at stake, the | 


| pope refused Henry VIII's pleas for an 
Тһе NEP handicap 


nulment of his marriage, thereby divorc- 
As a loyal fourth-generation Malaysian, I 


ing the entire English nation from the 
take strong objection to the sabre-rattling, 


Roman Catholic faith. 
Melbourne 

fanatical tone of Salleh Sabtu's letter | 

. [REviEW, Nov. 26, '82]. He had the gall to 
feel "deep concern" when he quoted Tan 
Koon Swan's appeal that the New 
Economic Policy (NEP) should not ex- 
tend beyond 1990. Н was the government 
itself which set 1990 as the date for the end 
of this patently unfair policy. 

The non-Malays accepted the NEP, al- 
beit not without reluctance, because of 
that promise and because they recognised 
that the previously relatively poor 
economic status of the bumiputras (the in- 
digenous people) was a hangover of the 
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Self-censorship? 

Seeing your poster last week promising an 
article on Malaysia dealing with Tunku Publisher: Charles H, Stolbach 
Abdul Rahman's call for a secular state, 1 . General Sales Manager: Elaine Goodwin 
purchased a copy of the REVIEW — onlyto:| | 
find no mention of this vital initiative. Are 
you now censoring yourself? 
Kuala Lumpur 'BUMIPUTRA' 






pute oe 
e Apologies. The article was pulled out 1983. с Mener oe As Brea Ciao, Loon 
after the posters had been printed. due . Por sun isi M eho 

partly to pressure on space and partly be- PE 5-724217 (Ed 























colonial government. cause the tunku's call was due to be re- : and Circulation), 
But the NEP is not a mandate from | ported fully in the context of this week's | Printed by South Ghina Morning Post, Limited, Tong Chong Street, | 
Heaven. divine and unquestionable, and | cover feature on Malaysia and Islam (page opiate : 


"AK: Registered as а newspaper at the General Post Office, 
©. | ША: АТАНА ; 
weekly, every ү! т er year by | 


just as the bumiputras found the economic 
‘imbalance among the major races untena- | 
„ble, so would the non-bumiputras find Pseudonyms are. accepted, but letters ins | нент ie Bi 
equally unacceptable the continuation of | ed For publication in these columns | tien, York, NEY, у эи ым 
the NEP after 1990, | | mustbear the writer 's signature and address. York, NY. 10018." 
To use the argument of racial composi- ; A — — 
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Australia can supply 
reliable builders hardware 


Australian building materials have proven 
reliable and long-lasting under the 
toughest conditions. They keep working 
efficiently even in climatic extremes of 
scorching sun, torrential downpours and 
cyclonic winds. It's because they are made 
to Australian Building Codes that are very 
strict by world standards. An extensive 
range of these high quality products is 
available. Handtools. Fasteners, nuts. bolts, 
screws. Door and window tittings 
Cabinetware. Electrical cable. switches 
and accessories. Light fittings. Insulation 
Solar hot water systems. Abrasives 
Adhesives. Sealants. Protective coatings 
Plumbing materials Bathroom and 
kitchen fittings. And also most other kinds of 
building hardware and materials 














Check the Australian Trade Commissioner 


for the suppliers who can help you 


Ask the expert 
who knows Australia 
For details of suppliers phone or 
telex the Australian Trade 
Commissioner at 
Bangkok, 286 0411, telex 82621 
Jakarta, 33 0824, telex 46214 
Beijing, 52 2331, telex 22263 
Seoul, 720 6490-5, telex K 23663 
Manila, 87 4961, telex PN 63542 
New Delhi, 69 0336, telex 81312356 
Tokyo, 582 7231-9, telex 2422885 
Osaka, (06) 271 7071, telex 5225334. 
Singapore, 737 9311. telex RS 21238 
Hong Kong (5) 22 7171-8, telex 73685 
Kuala Lumpur, 42 3122, telex MA 30260 


P4 Ask the Australian 
k 3l Trade Commissioner 
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Anwar Ibrahim, the former leader of the radical Malaysian Islamic 
bim. who joined the ruling United Malays National Organisation 1 
If the man in the middle as a junior minister atatime wh 
lism is spilling over into politics. And it appears that he is hel; 
teer a middle course, reports Kuala Lumpur bureau chie 
w regarded by non-Muslims as the thin end of the Islamic 
itical concessions designed to cut the ground from ui 
anwhile, elder statesman Tunku Abdul Rahman 
2 against Islamisation, and the non-Muslims must be р 
rights, according to the Rev. Paul Tan Chee Ing, in 


Derek. Davies. › Pages 20-27 








glut produces 
chaos in oil- 
pricing, : 


Gulf, where 
56% of 
world's known 
reserves of. oil 


be found, and which is re-. 
garded by:the United States as 


| too. vitally strategic to be left to its 


| Page 


Раде 29 . o 
India's bandit queen л surrenders | 


amid a fanfare of publicity. 


| 
Раде 32 __. l 
| Taiwan's links with South Africa 
are important politically as well 
as in trade terms to both the | 
'pariah' nations. 1 


own. плеере 


66. 

Manila's most important source 
of foreign exchange — remit- 
tances from overseas workers — 
is in danger of drying up because 
of financial and political. prob- 
ems abroad. 


Page 68 
South Korea's nuclear ener 


As the world oil 


FOCUS . 
looks at. ће | 


the. 








| backs, is. п 


Japanese c r 55а 
takes a taxi to new market 
Чопевїа, | 


Pag e72 
Asian textile plante і face not only 
trade restrictions from. Europe 


but shrinking demand and grow: 


ing competit: on. 


India's . 
gramme, да: | 

w hit by the w 
awhile, one of Singa- 
pore's oil refiners cuts back pro- 


duction in the tace: of the glut 
didi 82). 


Pages 84-86 


| More Ne qusations are raised abou 


| how much supervision of Hong 


gy 
programme comes under fire: on 


safety grounds. 


ong's рон aking companies 
| prudential. 
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had left three dead and 
injured a week earlic 
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: | Police patrol in Gauhati: 





— ALAN SANDERS 
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GM-Toyota deal 
runs into trouble 
Toyota Motor Corp. of Japan 


“has agreed to produce small 


cars at a General Motors plant 
in California. The deal is ex- 
pected to ease the trade friction 
betweer the United States and 
Japan, but it is already running 
into trouble. Organised labour 
in the US is demanding that 


| workers previously laid off 
‘should be given priority in re- 
4 hiring, something Toyota is not 


inclined to do. Other US vehi- 
cle makers have indicated they 
think the Toyota-GM agree- 


< | ment violates US anti-trust 


a 





law. Under the February 15 
agreement, the two will jointly 
produce up to 200,000 Toyota- 
designed cars a year, to be sold 
through ! GM's US network, be- 
ginning in a 1985. 

= MIKE THARP 


To halt speculation during the 
present property boom, the 
South Korean Government has 


declared 36 areas in Seoul and 


the provinces of Kyonggi, 
South Chungchong and Cheju 


‘Island as Special Taxation 


Zones (Briefing, REVIEW, 
Feb. 24). More than four times 
the normal rates on capital- 
gains and inheritance taxes on 
property transactions will be 
applied within the zones. And 
in two special areas in Seoul, 
the Ministry of Construction 
has decreed that all luxury flats 
of more than 93 sq. ms must be 
sold through public auction 
against the government-set 
price, with the difference going 
towards — building ^ low-cost 
housing. ~~ SHIM JAE HOON 


Malaysian-owned DTC's 

woes ‘a Hongkong affair’ 
Malaysian. Finance Minister 
Tunku Razaleigh Hamzah was 
widely quoted as saying on 
February 20 that the regula- 
tion. of Bumiputra Malaysia 
Finance (BMF), the Hong- 
kong deposit-taking company 
(DTC) subsidiary of Bank 


| Bumiputra which has made 


huge loans to troubled pro- 
perty developers including the 
Carrian and Eda groups, was а 


| matter for the Hongkong regu- 


latory authorities, not Bank 
Negara, the Malaysian central 
bank. "We don't have control 








gkong 
view, however, is that Malaysia 
is party to the Basle agreement 
among central. bankers .that 
each country should regulate 
branches and subsidiaries of its 
national banks globally. 

In the case. of BME, which in 
1982 received a DTC licence in 
Hongkong, the Hongkong au- 
thorities required) Bank 
Bumiputra to issue a letter of 
comfort effectively guarantee- 
ing the obligations of its sub- 
sidiary. This was issued by the 
board of Bank Bumiputra with 
the full knowledge. and ap- 
proval of Bank Negara. BMF 
was further tied to.its parent by 
the fact that its lending ac- 
tivities in Hongkong уеге 
funded primarily by advances 
from its parent: ^ ` 
i ~ PHILIP BOWRING 


ap el Нн р : 

Burma has/ánnóünced a huge 
natural-gas find in a 1,200-ft 
middle-Miocene limestone for- 
mation in the Martaban off- 
shore area. Gas was report- 
edly found in a column more 
than 400 ft thick in this forma- 


.tion. Production tests in three 








zones indicated an output of 39 - 


million cu. ft a day, the an- 


nouncement said. This is the 
first discovery of natural gas in 
a limestone - reservoir in 
Burma, all previous dis- 
coveries having been in 
sandstone reservoirs. 

М.С. ТОМ 


Indonesia's Ministry of Fi- 
nance has provided some 


rough guidelines for bond 


issues. Banks and financial in- 
stitutions are expected to have 
a minimum basic capital of Rps 
250 million (US$357,000) with 
Rps 200 million fully paid up, 
and with a minimum asset 
value of Rps | billion. For non- 
financial companies, the re- 
quirements are a minimum 
basic capital of Rps 500 million 
with Rps 100 million fully paid 
up and with a minimum asset 
value of Rps 100 million. The 
minimum -bond issuance re- 
quirement for banks or finan- 
cial institutions is 10,000 bonds 
with a.total value of Rps 1 bil- 
lion; for non-financial com- 
panies it is a minimum of 5,000 
bonds worth Rps 100 million. 





A COMMON LANGUAGE 


party a 
off three year 
Han, à membe 


partner in any di 
Zhang Dewet;n 
deputy directo 
Departmenti 


Vietnamese 
Vietnamese. | 


;major security oper. o 

|: protect à number of top offici 
ollowing a threatet 

call. The threat, believ: 


| extremist Islamic organ ation, 
. came soon after the former prime 
nister, Tunku Abdul Rahman, 
айе a speech in which he — - 
tained that the country must . 


r become an Islamic state (page | 


6). The tunku himself has been. - 
| under obvious heavy guard since he 
ийе his speech on. February 8: 


"AUSTRALIA 

- Labor leader Bob Hawke launched his 
]. party's campaign for the general election 
: (Feb. 16). About 70 people died in bushfires 
in southern Australia, it was-reported (Feb. 
19). 


BANGLADESH 

Students made an abortive attempttostage 
a demonstration in Chittagong, it was re 
ported (Feb. 16). < 


CHINA | 
- Two men were executed for attempting to 
‘fk ack а ferry and take it to а Taiwan- 
trolled: island: 
secretary-general of Japan's ruling Liberal 


- Democratic Party; Susumu Nikaido, arrived 


tty General Secretary 

Hu Yaobang told avisiting Japanese trade un- 

» -donist that nominal head of state Ye Hianying 

: had submitted his resignation, reports said 
(Feb. 21). 


ral reserve policemen were shot 
sam state police, ‘it was reported 


s liament to protest against the governments 
andling of the,situation in Assam. Tribes- 
than 300 Muslimi immig- 


‘troop: 





it was announced. The | 





| THE GUESSTIMATE GAME - 


In preparation for a second round 
of Sino-Soviet talks beginning on 
March 1, China could be revising its 
earlier claim that a million Soviet 
are deployed along its 
border. Talking to Japanese special 
envoy Susumu Nikaido during his 
visit on February 18-20, Chinese , 
Foreign Minister Wu Xuegian 
pointedly refrained from 
mentioning the number of Soviet - 
troops on the border. Western 
intelligence sources believe that the 


{ number could be around 500,000, 


So, if China held to its previous 
estimates, it could find itself in the 
position of having to accept a 
possible claim by Moscow that the 
number of troops on the border had 
been reduced, though Moscow 
would not have actually withdrawn 
them. 


MYSTERY MAN UNVEILED 


Informed sources in Bangkok have 


| identified the Malaysian investor 
who was the middleman in arranging. 
| for Rama Tower and the Hongkong- 


based Carrian Investments to 
unscramble the relationship formed 
with a share swap in 1980. He is 

S. K. Yap, a Kuala Lumpur 


| businessman said to be an 


acquaintance of Carrian chairman 





tween the Sikh political movement, Akali 
Dal, and the government collapsed (Feb. 20). 


INDONESIA 

The United Nations Human Rights Com- 
mission reaffirmed the right of East Timor to 
self-determination and independence (Feb. 
17). Fishermen in the sea off Sumatra founda 
wheel of the aircraft which had disappeared 
with Sri Lankan tycoon Upati Wijewardene 
on board, an execulive of эое Я 
сотрапу said (Feb. 22). : 


JAPAN 

At least 10 people died in a fire which de- 
stroyed six hotel buildings at a ski resort in 
northern Japan (Feb. 21). 


MALAYSIA 

(Two Malaysian Chinese were hanged 
under the Internal Security Act (ISA) after 
being found guilty. of. illegal possession. of 
firearms, prison officials- said (Feb. 18). A 
woman and her husband were hanged under 
the ISA for possession of hand grenades, 
prison officials said (Feb. 1 " 


NEPAL 

Prime Minister Surya Bahadur Thapa re- 
tumed from ar official tourcef the United 
States, Britain, India. Pakistan гапа 
Bangladesh (Feb, 20), 











George Tan: 
a HK: 33 millio 


instalment in p. 
Tower for the 


With Indonesia cei 

other oil-producing countri 
slashing oil prices, thereby ; 
upsetting its balance of pa 
and development 


be the best time for the Peor 
Consultative Assembly (MPR 
confer on President Suharto the 
title Bapak Pembangunan (Father - 
of Development). The general 
session of the MPR is scheduled fo 
March 1-11, MPR committees have. 
finished their preparatory work o: 
the general session's agenda and... 
procedures, including the roposal - 
to give Suharto the title which, li 
most other proposals, was expecte 
to be passed unanimously without 
debate from the floor. Now so 

feel that at least an indirect criticism 
of the proposal is probable. 


PAKISTAN 
Police. detained 12 iraman nent in. 


20), Police dd fire on нег : el 
ous protesters to break up a violent de 
stration over the ownership of à mosque in 
Karachi, witnesses said (Feb. 22). 


PHILIPPINES | 
President, Ferdinand. Marcos: publicly in 

vited Roman Catholic leaders to engage in 

dialogue (Feb. 19). The Roman. Catho 

clergy released а pastoral letter denouncing 

alleged corruption. and human-rights: vi 

i p у. Marcos named Prime M 


2n. "A bout 70 students demanding t 
mantling of American military bases 
Philippines demonstrated in front ofthe: 
ed States. Embassy, police said (Feb. 22) 


TAIWAN 

The cabinet passed a draft law under which. 
anyone making, selling or possessing guns, 
ammunition or knives could be jailed for | 
(Feb. 17). 


THAILAND : А 

А motion to amend thé cins 
first reading before a joint 
ment (Feb. I8). 






















By Nayan Chanda 


om Moscow in recent weeks hav 


hile a Soviet Deputy Foreign Ministe 
likhail Kapitsa diplomatically assured | 
5 Thai counterpart Arun Panupong by - 
tying he believed that the Vietnamese 

ould not violate the Thai frontier, а 
junior Soviet. official. in. Peking told the 











Senior Thai Foreign Ministry. sources 
told. Ihe REVIEW that. 5 


i Soviel Aay k in 

red Thailand that it need not f 
ck from the Vietnam 
oritrol. every Фор off 





n. tih to taking 
on by the: Vietnames 


| they were p ppointed with the outcome | 
| of Kapits sit. The disappointment is 


| perhaps: 


his talk 







surances to "Thailand saw the moves as | 
part of a general Soviet drive to present it- 
self as a pst of релсе in the region. | 


problem 









am, the Soviet Union has been pro- | 
£ its power in Southeast Asia since . 
1979. "The Soviets now want to show," 
aid one diplomat, “that they 
more useful role i in ме chi the 


























‘Thais bluntly that Moscow would not pers: did he has. ү ly talks with the Viet- 
it the Vietnamese to do so. namese leaders. T e ever been any 






Bangkok: Direct and indirect assurances A ‘spent a good deal of time dealing with 
k 


Lin Bangkok told 
our practice to give 
er country. Kapitsa 







> attack on Thai- 












's comments as an 
at said: “We are not 
st about that." Some 

at, apart from appear- 

















E champion of peace, the Soviets 
mi 


n the Bangkok 


W p ie on Vietnam; 





due to the high expectations 


| which were raised by Arun’s visit to Mos- 
cow and the willingness he found there to 
у 1; During | 





€ Cambodia pr 


with Thai official 


s in Bangkok, 


Kapitsa made it clear that the Cambodia 


does not lie inside the country 


but outside. In other words, in the Soviet 


The Peking 
| || proposal 


| China hopes its plan for a 
Cambodia settlement will 
help Sino-Soviet relations 






uring the first round of Sino-Soviet 
| MF normalisation talks in. Peking last 
Octobei 


‘China. presented. a detailed 
| the settlement of the Cam- 
settlement which, 


tri 
— in keeping with 


December 1982. Unlike th past when the. | | Moscow — not. 
1 4 4 


Soviets refused even to ack 
existence of a. 
Kapitsa, who was 
foreign minister in charge of t affa 
two days before Arun's arrival in Mo 
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> 


put some in- 





| view, the legality of the Heng Samrin gov- 


ernment cannot be questioned; the only 
problems concern Phnom Penh's neigh- 
hours and external powers: — 

As to the manner of solving the Cambo- 
dia issue, Kapitsa said that the dialogue 


| between Asean and the Indochina states 


should continue. “New: ideas and new 
proposals may arise. in the course of the 
dialogue." he said cryptically. Arun is re- 
ported to have retorted. sharply to 
Kapitsa's suggestion that Vietnam had 
made many proposals for solving the 
Cambodia problem. "Many times we ag- 


t reed to talk to the Vietnamese without 


publicity, but the confidentiality was not 
respected," Arun told. Kapitsa. "If they 
[the Vietnamese] make public a proposal 
it is for the public. So far we have not been 


| able to see any sincerity in any Vietnam- 





ese proposal fora negotiated settlement.” 
he added. 


| LA disappointed at not finding any 


Soviet initiative towards a solution to 
the Cambodia problem; Thailand consid- 
ers its contacts with Moscow worth de- 
veloping. “I do not believe,” said a senior 
Thai official, “that the Soviets can fully 
control the Vietnamese, One cannot even 
fully control one’s wife! But they certainly 
have a degree of influence over Hanoi's 
policy and some leverage." The Thais 
hope that Moscow will find it in its own in- 


, terests to apply some discreet pressure on 


Vietnam in Cambodia and must use its 


' influence to persuade the Vietnamese to 


withdraw. their troops “keeping in view 
the realities .of Cambodia." Vietnam 
must declare in advance its intention to 
withdraw completely and announce a 


' timetable, though the actual pullout 


could be over a period of time. 
¿> Once a timetable has been an- 
nounced and the first concrete signs of a 


j troop withdrawal are available, China 


would resume negotiations with Viet- 
nam. For such talks to progress, Viet- 
nam must cease its anti-Chinese policies. 
China's steps towards normalisation 
would depend on the pace of the with- 
drawal. 

» A substantial withdrawal of Viet- 


 namese.troops would help. China to take 


firm steps to de velop relations in the po- 
litical, economi ultural and other 
fields with Mosco 
omplete withdrawal of 
Cambodian people should be 
litical system and 









Vietnam and bring about a softening of its 
stance on Cambodia. 

The Vietnamese attempt to maximise 
its security in Cambodia by setting up à 
protege regime and occupying the coun- 
try, the official said, has not only in- 
creased Thai insecurity but has also upset 
the balance of power in Southeast Asia. A 
settlement that redresses this on both 
scores may not be inimical to Soviet in 
terests because Moscow has been trying to 
establish an independent link with and a 
niche in Cambodia. 

During Thai Prime Minister Prem Tin- 
sulanond's visit to Peking last November. 
Chinese Premier Zhao Ziyang briefed him 
about the five-point proposal on Cam- 
bodia which China made to the Soviet 
Union during their first round of normali- 
sation talks last October. And now that 
Peking is talking to Moscow about Cam 
bodia, the Thais feel it is wise to establish a 
dialogue of their own with the Soviets on 
the same subject. Apart from com- 
municating its position on а possible Cam- 
bodia settlement directly to Moscow, 
Thailand would like to plant doubts in the 
minds of the Vietnamese about their prin- 
cipal backer 

The initial Thai concern that the Sino- 
Soviet talks could weaken China's support 
for Asean's anti-Vietnamese strategy in 
Cambodia has been replaced by confi- 
dence that the talks would be useful for 
developing a solution to the Cambodia 
problem. According to knowledgeable 
Thai sources, Chinese leaders assured 
Prem that of the three conditions — re- 
duction of Soviet troops along the Chinese 
border with the Soviet Union and Mon- 
golia, a halt to support of the Vietnamese 
occupation of Cambodia and withdrawal 
of Soviet troops from Afghanistan — 
Cambodia was the most important. In- 


the leadership they want. This would be 
an internal matter for the Cambodian 
people. China hopes that eventually 
Cambodia would be independent, neu- 
tral, peaceful and non-aligned and that it 
would have a government composed of 
“all interested parties reflecting the 
common will and aspirations of all class- 
es and all the tendencies existing among 
the Cambodian people.” China has no 
intention of making Cambodia part of 
Peking's sphere of influence. 

» After a total withdrawal has taken 
place all the interested countries should 
guarantee jointly that they will not inter- 
fere in Cambodia’s internal affairs, but 
will respect its independence, neutrality 
and non-aligned status; will not use 
Cambodia as a springboard for attacking 
and interfering in the internal affairs of 
neighbouring countries, and will respect 
the wishes of the Cambodian people as 
ex through elections supervised 
by the United Nations. 

— NAYAN CHANDA 
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Zhao and Prem; Kapitsa (inset: a question of priorities. 


deed the five-point proposal on Cambodia 
tabled by the Chinese negotiator, à Vice- 
Minister of Foreign Affairs Qian Qichen, 
makes the withdrawal of Vietnamese 
troops from Cambodia a key element 


| for any normalisation of Sino-Soviet rela- 


tions 


he Soviet reply to the Chinese pro- 

posal, the Chinese leaders informed 
Prem, boiled down to saying: “You are 
talking to the wrong person." However, a 
source close to Peking said that the Soviet 
negotiator listened carefully to the 
Chinese presentation and promised to 
pass it on to the Vietnamese. Shortly after 
his return from Peking, Soviet Deputy 
Foreign Minister Leonid Ilyichev had a 
meeting with Vietnamese Foreign Minis- 
ter Nguyen Co Thach, then visiting Mos- 
cow, to discuss "issues relating to Soviet- 
Vietnamese relations as well as a number 
of international issues of mutual con- 
cern.” 

Whatever may have been the Soviel 
reaction to China's five-point proposal, 
Thai and other Asean officials consider 
that the inclusion of Cambodia on the 
agenda of the talks was an encouraging 


sign. The initial Soviet position was that it | 


would discuss only bilateral issues with 
China, and not what the Chinese called 
the questions of Soviet hegemony. 

Asked to comment on the Chinese 
proposal on Cambodia, a senior Soviet 
diplomat avoided a direct answer but out- 
lined Moscow's reaction to China's condi- 
tions for normalisation. Unlike the 
Chinese, he presented the demand for a 
reduction of Soviet troops on the Chinese 
border as being in two parts — one involv- 
ing the Sino-Soviet border and the other 
the Sino-Mongolian border. The other 
two conditions, he said, were cessation of 
Soviet support for Vietnam and the with- 
drawal of Soviet troops from Afghanistan. 


The diplomat hinted that Soviet troop 
deployment along China's border was the 
only issue the two countries would 
negotiate. This is in line with the Soviet 
position first. presented. privately to the 
Chinese in early 1981. According to Pe 
king-based diplomatic sources, Kapitsa, 
while on a private visit to Peking in 
January 1981, suggested mutual "confi- 
dence-building measures" to create the 
basis for normalisation, such as a reduc- 
tion in the number of troops on both sides 
of the Sino-Soviet border. a pullback of 
troops from the border and the complete 
withdrawal of troops from disputed areas 
Well-informed sources in Peking told the 
Review that during the first round of talks 
in October, Ilyichev suggested that both 
China and the Soviet Union should reduce 
their troop strengths along their border by 
100-200,000 men. Once this suggestion 
had been accepted in principle they could 
set up joint commissions to work out other 
details. such as the geographic limits of the 
pullback and the areas affected. 

Talking about China's other conditions, 
the Soviet diplomat did not indicate any 
flexibility. Soviet troops are in Mongolia. 
he said, on the basis of a treaty between 
the two countries. "They were moved in 
when China increased its threat to Mon 
golia. When relations between Mongolia 
and China are normalised and Mongolia 
requests us to, we will remove the troops,” 
As for Afghanistan, “we are ready to with- 
draw troops from Afghanistan as soon as 
aggression from Pakistan and Iran and 
subversion from China has stopped." 

Interestingly, however, the diplomat 
avoided taking the same line on the Viet- 
namese presence in Cambodia. "The 
Cambodian question is not ours,” he said, 
adding: "China has diplomatic relations 
with. Vietnam and can deal directly with 
Vietnam. As for our aid to Vietnam, it is а 
bilateral question. The Soviet Union will 
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as well as the most easih 








installations make a reduction 
Oviet troops along China's border à rel 
ely easy step. Such à step, however, 
‘ould: have a considerable effect on the 
inese People’s Liberation | “Army 
(PLA), symbolising as it would a lowering 
of tension. This would not only. help 










оша also mollify those in the Chinese 





nited States in the face of the Soviet 
reat. Sources familiar with Peking's 
fent thinking said tha 
tions could improve i 










China could not logically go too far in 
making a Vietnamese’ withdrawal from 
Cambodia a key condition for normalisa- 

uld normalise relations with the US de- 


spite Washington’s backing of both Israel 
South Africa. 

























oreover, China could. not make the 
Epresence of Vietnamese troops in 
ambodia the most important issue, 
urces pointed out, without causing sóme 
ontent among countries directly affect- 
by Afghanistan. Peking doés not want 
to be seen as interested only in Cambodia, 
1 country within its sphere of influence. 
Such a narrow approach could be dip- 
lomatically costly. By dealing. with the 
Sino-Soviet border problem as the top 
priority and attaching. secondary, but 
onsiderable, importance to Cambodia 
and Afghanistan, China could maintain its 
even-handed position. | 
5 However, the sources noted that а re- 
duction of tension along the Sino-Soviet 
‘border could free some PLA units (which 
Were sent to the Soviet border in early 
, 1979 in anticipation of a Soviet reaction to 
China's punitive expedition against Viet- 
, ham) for redeployment along the south- 
'rn border with Vietnam. Such a move, 
d the sources, could have a psychologi- 
al impact on the Vietnamese. Already, 
officials in Hanoi have privately expressed 
ears that the Chinese attempt. to: nor- 
_Malise relations with Moscow could well 
Бе а manoeuvre which would enable Pè- 
namese border, С. de 
The outcome. of the second. round of 


_ Sino-Soviet talks in Moscow, scheduled to’ 






egin on March 1, ‘could provide some 
Jues.to these puzzles. Meanwhile; there 
are cautious hopes in Asean capitals that. 
n improvement in Sino-Soviet relations 








-the Cambodia problem. 
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stion. The fact that Soviet ICBMs far | 
from the border have long been: 
geted on China's cities and major mili- | 


Chinese elder statesman Deng Xiaoping | 
id his allies to slim down the flabby PLA | | 
without provoking strong resistance, but | 4 


mmunist Party who. have. criticised] 
ina for leaning too much towards the | 











tion with the Soviet Unión when China - 





ng to: put more-troops along the Viet- 








ould improve prospects for a solution of : 


Indonesia. arë- full members ‘of the non- 



















“Sen in an-uncom- 
"We are not talking 










' rumours, some apparently 
originating fro irces close to Hanoi, 
had suggested t hanouk — but not his 
partners in the coalition — might even- 
tually find a place in the Phnom Penh ad- 
ministration, As for 
tember 18 last year — when he had main- 
tained that any Cambodians honestly 
abandoning the coalition would be able to 
vote and run in elections — Sen stressed 
that he did not mention Sihanouk or Sånn 
by name “though one can imply that it int 
cluded. them.” This is exactly what the 
Vietnamese have stated, not implied; оп à 
number of occasions recently. ae 
Sen told his American guests that, 
though his government was offering’ an 
amnesty to its adversaries, the offer would 
not stand for ever, “If they submit when 


















s statement of Sep- . 





i-Hanoi coalition 
gets tough 





they still have forces," Sen said, "the gov- 
ernment will show clemency." If they wait 
till their forces have dwindled to nothing, 
"they will be treated as prisoners of war," 
he added. Sen also had strong words for 
his visitors on the subject of the border 
camps controlled by the coalition. “Step 
by step the Thais have pushed these camps 
into Cambodia. We reserve the right to 
fight and destroy reactionaries’ in Cam- 
bodia.” In Sen’s view, attacks by Phnom 
Penh forces on border camps aniounted to 
destroying reactionary bases, not refugee 
camps. | а uen 

‘Sen’s counterpart in Hanoi, Nguyen Со 
Thach, seems on the whole to have given 
the groupa summary of earlier interviews. 
Hé did say, however, that if Sihanouk 
were a Vietnamese, he would be welcome 
to come back, “but he's a Cambodian, so 
the matter depends on Phnom Penh." 
Thach also’ said that hot pursuit of the 
coalition's guerillas across the Thai border 
was not Vietnamese policy. B 

The visiting group consisted of James 
Leonard, deputy chief of the US mission 
to the United Nations in the late 1970s; 
Emory Swank, ambassador to. Phnom 
Penh from 1970-73; Asia-watcher Раш 


. Kattenburg, now a professor at the Uni- 


versity of South Carolina, and Donald 
Ranard, director of the Center for Inter- 


Koh strikes again 


Singapore's ambassador to the UN steers Asean's strong bid to 
get the Sihanouk coalition a seat at the non-aligned summit 


By Ted Morello 
New York: Fresh from a key victory 


achieved in United Nations lobbying, ad- | 


vocates of Democratic Kampuchea’s 
tripartite coalition are heading for New 
Delhi, determined to win aseat at the non- 
aligned summit there for Prince Norodom 
Sihanouk's UN-recognised government. 
“We will put up à big fight for reversal 
of the so-called Havana decision whereby 
Cuba, as chairman, unilaterally and ille- 
gally unseated Democratic Kampuchea at 
the 1979 non-aligned summit in Havana,” 


an Asean diplomat tóld the REVIEW on his | 


departure for the March 1-11 New Delhi 
conference. : 

, With Singapore's Ambassador Tommy 
Koh and his deputy, Barry Desker, steer- 


| ing the Asean-initiated strategy, pro-coal- 
ition delegations here succeeded in write 


ing into the New Delhi draft agenda an 


| мет aimed at seating the Sihanoük ар 


liance as Cambodia's sole" legitimate 
representative. Singapore, Malaysia апа 





ого Málmierca (REVI 





aligned movement; the Philippines holds 
observer status. ^ v CUT 

The decision, taken by the movement's 
coordinating bureau, remits the Cain: 
bodia representation issue to New Delhi, 
first to the meeting of senior officials sche- 
duled to convene on March 1, then to the 
ministerial session and finally to the sum- 
mit. During negotiations here, India tried 
to debate the item off the agenda but 
yielded when Asean delegates and their 
allies vowed to raise the issue in the full 
glare of the New Delhi conference. 

The rationale and aims of the Sihanouk 
coalition proponents ате charted in a Sin- 
gapore Foreign. Ministry paper entitled 
Havana and New Delhi: What's the Dif- 
ference? prepared for release “at New 
Delhi. It charges that Democratic Kam- 
puchea was deprived of its seat at Havana 


through illegal manipulation by the pre- 


siding officers — Cuban President Fidel 
Castro and Cuban Foreign Minister Isid- 
EW, Oct. 26, 79). 











national Policy Studies in Washington, the 
private foreign-affairs organisation which 
arranged the trip. 

In two weeks they visited Hanoi, Ho 
Chi Minh City, Phnom Penh, the eastern 
Cambodian province of Prey Veng and 
the temples of Angkor Wat. Like other vi- 
sitors they were struck by the poverty in 
Vietnam and Hanoi's utter determination 
to stick to the chosen course on the Cam- 
bodian question. In Phnom Penh they 
were strongly impressed by the psycholog- 
ical scars left by the Pol Pot years — some- 
thing that one member of the group said 
had to be experienced first hand to be ap- 
preciated fully — and by the Cambodians' 
overwhelming desire for stability. 


44 "E*hey have had instability for so long 

that stability means everything to 
them," said: one member of the group 
who, like his colleagues, preferred not to 
be named. "Stability means things like the 
ability to pursue family life, something 
they were not able to do under Pol Pot." 
The Cambodians, another member said, 
seemed extremely afraid of any change 
which might allow Pol Pot to return. This 
made them more amenable to the pre- 
sence of Vietnamese troops who, the 
group considered, were behaving ex- 
tremely well. 

“You hear Western reports from Af- 
ghanistan of Soviet troops moving around 
Kabul not in pairs but in companies," said 
one of the Americans. “In Cambodia you 
see Vietnamese [soldiers] shopping in 
markets or travelling along roads alone 
and unarmed." One senior member of the 
group felt that any eventual Vietnamese 
withdrawal would have to be carefully im- 


It adds: *The Havana decision, which 
we in New Delhi are urged to treat with 
becoming reverence, was therefore not a 
decision of the sixth summit conference. It 
was a Cuban decision — nothing more, 
nothing less . . . If we endórse the Cuban 
decision by not seeking its reversal, then 
we give added force to a precedent which 
gives a host country arbitrary powers to 
decide whose seat is filled and whose left 
vacant at every summit meeting . . . The 
Havana summit was the lowest point of 
degradation the movement has so far 
reached. At New Delhi, we can begin the 
struggle upwards to win back the respect 
and hope the movement once attracted." 
Democratic Kampuchea's supporters 
are braced for an outpouring of vocal op- 
position from Vietnam, the Soviet bloc 
and India to adoption of any measure 
which would hand Cambodia's seat to the 
Khmer coalition. But they point out that 
the opponents are likely to stop short of 
blocking the consensus under which the 
non-aligned movement takes decisions. 
Still, they concede, there are various 
parliamentary tactics which India, the suc- 
cessor to Cuba as chairman, could adopt 
to stall a decision on the issue. But it 
would have to be done adroitly. Re- 
peatedly, the UN General Assembly — 
most of whose members belong to the 
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plemented. *To avoid panic here," he 


said, “the Vietnamese would have to with- 


draw over, say, а five-year period." 

The group concluded that US policy to- 
wards Indochina was one of diminishing 
returns. Economic isolation and diploma- 
tic pressure on Hanoi were not working, 
while Washington’s policy towards Cam- 
bodia seemed counter-productive. By 
isolating the Heng Samrin. regime, 
Washington was actually contributing to 
its consolidation, one of them com- 


mented. 
“They are sending their people to East- 
ern Europe and Vietnam for . 


training, and they аге turning 
into a socialist state, another 
Vietnam," one of the Ameri- 
cans remarked. “And there are 
no mitigating factors at work, 
no opposite pull coming from 
us.” The group concluded that 
the US should quietly urge 
Asean to move slowly towards 
а vacant Cambodian seat at the 
UN. “We should tell them,” 


Koh; Sen: in an uncompromising mood. 


non-aligned movement — has over- 
whelmingly adopted resolutions recognis- 
ing Democratic Kampuchea as the legiti- 
mate Cambodian government. In its most 
recent vote, the assembly specifically 
stamped its imprimatur on the tripartite 
coalition. 

At New Delhi, the fate ofthe Cambodia 
item will depend to a large degree on whe- 
ther India, which recognises the rival, 
Hanoi-installed Heng Samrin regime in 
Phnom Penh, functions as an impartial 
chairman. As the Singapore document 
concludes: "The trade-off between dip- 
lomatic expediency and principle will tax 
India's ingenuity and qualities of leader- 
ship. After the seventh summit, members 
of the movement cannot but judge whe- 
ther, on the key issues facing the move- 
ment, the New Delhi summit has merely 
blessed the self-degradation at Havana or 
rescued it from the brothel area into which 
it had wandered." 


SS 


































one delegation member said “that the pre- 
sent policy is on a losing wicket.” 

The group said that the warmth of their 
reception in Vietnam was at times mixed 
with a slight wariness, as if some of their 
hosts had difficulty believing the Ameri- 
cans were really there as private citizens. 
Far from encouraging the visit, in fact, the 
US State Department had actually dis- 
couraged the Cambodian leg of the jour- 
ney. Thach was hard and theatrical in his 
interview with them, the group members 
said. “He wanted to make it quite clear 
who was in charge of the interview," one: 

of the diplomats 
* noted. 

Like a number of 
other Vietnamese 
officials Thach took 
a hard line on 
Hanoi's  re-educa- 
tion camps. He took 
the line that 90% of 
those remaining in 
re-education camps 
аге guilty of capital 
offences, and the 
government was 
therefore “showing 
clemency by not 
bringing them to 
trial." When one member of the group 
asked another interlocutor if Hanoi would 
be willing to have an international com- 
mission examine the issue of re-education, 
he was told that this would be an interfer- 
ence in Vietnam's internal affairs. 

The group said it was basically dissatis- 
fied with what it described as the orches- 
trated replies on re-education. Several of- 
ficials said that the re-education camp 
population now stood at 10,000. Minister 
of Justice Phan Hien told the group that 
the government was planning to release 
the detainees into the custody of local 
mass organisations for re-education in 
society. 

The group was also unimpressed, how- 
ever, with the State Department's asser- 
tion on February 8 that Vietnam was the 
worst place in the world to live, judged on 
the basis of human rights. “That sounds 
like a political judgment rather than a fac- 
tual one," said one of the group. Other 
members expressed surprise that Vietnam 
should be placed behind the Soviet Union 
in terms of human rights. 

Before starting the Indochina trip, the 
four met Thai officials and representatives 
of some Cambodian coalition factions in 
Bangkok, as well as calling on US Ambas- 
sador to Thailand John Gunther Dean, 
himself a former ambassador to Phnom 
Penh. On their return they called again on 
Dean, met Chinese Embassy officials, and 
visited the Khao-i-Dang and Nong Samet 
refugee camps. As they drove away from 
Nong Samet after talking to its leader, an 
active supporter of Sann and the self-de- 
scribed chief trainer of political warfare 
agents, one of the American diplomats 
shook his head. “I feel like history is re- 
peating itself," he said. "Here we are, 10 
„years on, supporting another group of 
Khmers who have even less chance of vic- 
tory than [former president] Lon Nol." @ 
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business at Harva 


and financial software 
at McCormack & Dodge?” 





No matter where you've been to school, you won't find a better place to 
learn about financial software than a McCormack £t Dodge seminar. Top 
executives of more than 1,000 major corporations have benefited from this 
program. Because it's the fastest, most convenient way to keep up with 
developments in a field that changes practically every day. 

Without any cost or obligation, you'll see the latest enhancements in general 
ledger systems, payroll-personnel, accounts payable, purchase management, 
capital projects analysis, fixed assets, and on-line inquiry. 

And because we're McCormack & Dodge, the company with the best 
reputation in the industry for software support, you'll get an inside look at how 
user-oriented systems and hands-on training can eliminate the toughest 
accounting bottlenecks. Call today and register. 


Attenda free half-day seminar. 


SINGAPORE KUALA LUMPUR PENANG 
March 9 & 10, 1983 March 3 & 4, 1983 March 5, 1983 
Hilton Hotel Subang View Hotel E& O 


HONG KONG MANILA 
February 28, 1983 March 7 & 8, 1983 
March 1, 1983 Mandarin Hotel 


Excelsior Hotel B.R.Pascoe 
& Associates 
HONG KONG KUALA LUMPUR MANILA SINGAPORE 
5-241013 755211 ext. 7906 899527 3365679 





General Ledger, Personnel Payroll, Accounts Payable, Purchase Order Management, Fixed Asset Accounting, Capital Project 
МЭ оа са Garhics McComack & Dodge Corporation, 580 Hillside Avenue, Needham Heights, MA (2194. Sales 
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Homing in on Hawke 


The intense personal battle between the charismatic challenger 
and the tough, conservative defender blurs election issues 


By Anne Summers 


Canberra: “March 5 is not a popularity 
contest," says Malcolm Fraser — а justifi- 
able remark from a prime minister with a 
long-standing reputation for dourness, 
who now faces in Labor leader Bob 
Hawke a man consistently voted the coun- 
try's most popular politician. 

Fraser, who is entering his eighth year 
as prime minister and is already the sec- 
ond-longest serving prime minister in Aus- 
tralian history, offers voters in the March 
5 general election stability, experience 
and conservatism. He has dubbed а vote 
for Hawke as “the highest-risk policy Aus- 
tralia has ever embarked upon." Hawke 
has countered by attacking what the ruling 
Liberal-Country Party coalition argues to 
be its strength: economic policy. 

Both leaders are using similar campaign 
tactics, but their styles — and messages — 
are very different. In Australian election 
campaigning in the 1980s, the street walk- 
about and the radio talk show have re- 
placed the mass meetings of earlier days. 

Hawke has one main message: Austra- 
lia has to be brought back together. He 
has crossed the country preaching his be- 
lief that “national reconciliation.” the 
search for consensus to solve the country's 
problems, is what Australia needs in this 
time of economic crisis. He openly invites 
voters to compare him with Labor's war- 
time prime minister John Curtin, the man 
who. plotted. Australia's post-war recon- 


struction course with full employment as 
an achievable goal. 

Before he became Labor leader, 
Hawke was known among his colleagues, 
often sarcastically, as “the folk hero” be- 
cause of his immense personal following. 
Now on the campaign trail he is being 
called “the messiah” because of his extra- 
ordinary personal magnetism. During his 
campaigning on the streets men push 
through crowds to shake his hand, women 
clutch at his clothes and young girls ea- 
gerly plant kisses on his mouth. Young 
children queue for his autograph. 

When he speaks, he verges on demag- 
ogy — his images are vivid and rich, un- 
usual in the Australian political theatre 
where blunt talk is the hallmark of most 
politicians’ campaigns. Nevertheless, 
Hawke's colourful oratory seems to have 
struck a profound chord with his audi- 
ences, 

Fraser cannot compete in this arena. He 
has to appeal to more solid values. His 
campaign slogan, “We're not waiting for 
the world,” is designed to encourage vot- 
ers to believe that the government's 
economic policies will help the country 
ride out the recession: The Liberal-Fraser 
buzz-words, repeated time and again in 
policy speeches, are certainty. security, 
responsibility, experience, strength, pru- 
dence, protection. 

Fraser is far more respected and ad- 


Help from the home state 


A Labor win in a Western Australia election boosts the 
party's hopes for victory in the national election 


Canberra: The surprise victory of the 
Labor Party in the Western. Australian 
state election on February 19, in which it 
swept to power with a swing of 8%, has 
confirmed the belief among federal Labor 
Party officials that a substantial contribu- 
tion towards a general election victory for 
Bob Hawke will be made by the state in 
which he grew up. Labor had been hoping 
to win four federal seats in the west, but on 
the strength of the Western Australia elec- 
tion figures it is now confident of winning 
five. Labor would then need to pick up 
only a further six seats nationwide to take 
office. 

Opinion polls show Labor up to 10 
points ahead of the ruling Libera!-Coun- 
try Party coalition in an election race in 
which it needs a swing of only 1.4% to 
win control of the government. The Lib- 
eral Party has been publicly unconcerned 
by the gap, with federal director Tony Eg- 


FAR EASTERN ECONOMIC REVIEW e MARCH 3, 1983 


gleton arguing that he prefers to start the 
race from behind and overtake his oppo- 
nent during the final week of the cam- 
paign. Tbis is what the government did in 
1980 and in 1977. 

The problem for the Libera!s — and the 
government — is whether the 1983 race is 
comparable. Prime Minister Malcolm 
Fraser is facing a far more formidable can- 
didate in Hawke than he had in either 
former prime minister Gough Whitlam or 
former Labor leader Bill Hayden, and his 
campaign strategy has been planned on 
the basis that every day is essential for 
chipping away at Hawke's lead. 

The disastrous bushfires which swept 
two states starting on February 16, causing 
about 70 deaths and huge livestock and 
property losses, halted both campaigns 
and sent party tacticians back to their 
drawing boards. But while Hawke made 
only a seemly break of one day in his 





mired than he was in 1980, He has won 
kudos for his willingness to take strong 
stands on principle on issues such as crack- 
ing down on tax avoiders within his own 
party, supporting Black Africa (drama- 
tised in his applying a life-long ban on the 
rebel West Indian cricketers who recently 
toured South Africa) and his strong views 
on conservation, 

But Hawke can portray him as a heart- 
less, wealthy man out of touch with the 
people, and Fraser, whose personal de- 
meanour suggests arrogance and a lack of 
compassion, can retaliate only by remind- 
ing voters of Hawke's propensity to crack 
under pressure and to become emotion- 
ally overwrought on issues, such as the de- 
fence of Israel, to which he has a strong 
personal commitment. Hawke lost his 
temper on TV the night Bill Hayden stood 
down from the Labor leadership when the 
interviewer asked him how it felt to have 
blood on his hands. 

Since then he has kept his emotions in 
check, but the TV confrontation recalled 
memories of Hawke crying in parliament 
after being provoked over Israel. It also 
brought back the times he lost his temper 
in spectacular fashion when he was still 
drinking. Although both leaders insist 
that the election must be about issues, in- 
evitably the personalities of the two men 
are high on the electorate s priorities list, 
The Liberals are starting to home in on 
Hawke personally and Labor is likely to 
retaliate 








Hawke: personality counts 
schedule, the prime minister devoted four 
valuable days to touring the devastated 
areas, participating in a national day of 
mourning and setting in place the adminis- 
trative arrangements for relief measures 
for the victims. When he resumed the 
campaign trail on February 20, Fraser 
knew he would have to fight every inch of 
the way if he was to retain power, 

His approach to eroding Hawke's lead 
has been to try to stir up fear thata Hawke 
government would be controlled by the 
unions and that Labor's election policy 
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s economic pro- | 
olicy: 


imme — its prices and incomes 
t agreement, Fraser said; would give 
the unions a right of veto over Labor gov- 
ernment policy and would тергезеп! a 
tightening departure from parliamentary 
democracy. "In one stroke this docüment 


















from the ballot box," Fraser said. 
: However, the tactié backfired when it 
was disclosed that the leaked version of 
the agreement was missing several pages 
hich dealt with employer representation 




































s Would accept re- 
1 for taxation. and 


8 
io. be extended for 12 month nó 
wage-policy back-up for dealing with post- 
use pay claims, Hawkesays. з 
he government is also trying to tarnish 
i te 








has given the communists and fellow: | 
travellers more than they could have göt 





Ote an agree: ' 
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following Australia's general élection on 
March 5 where the Labor Party, under 
former trade unión chief Bob Hawke, has 
a strong chance of gaining power and put- 





| ting à new slant on policies of key concern 


tothe country's Asian neighbours. 


The election is being fought on domes: | 
tie concerns with the basic issue being | 
| economic management, but there arealso | 
. differences in such areas as trade, some as- 
= | pects of foreign policy and defence. 


In Tokyo the questions being asked are 
how a Hawke-led government would 


handle the twin issues of trade with Tokyo 


and investment in Australia — mainly in 
natural resources — by Japanese con: 
cerns. Another question looms. How 
would Labor, with its support for disarma- 
ment motions; react to a boost in Japan's 
defence efforts, which is being sought so 
ardently by the Unitéd States? 

Australian protectionism is a bone 
which has long stuck in the throats of the 
Asean members, now more eager than 


| ever to boost exports to Australia as reces- 
“sion bites deeper into their markets in 


Europe ‘and the US. Hawke and his. col- 


| leagues are hawkish, to say the least, over 


the issue of protecting jobs in unemploy- 


| ment-wracked Australia, and if Hawke is 


(о revive the economy with the coopera- 


ly | tion of the unions he champions, then he 
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surer, says his planned temporary e 
sion of the deficit by a net А$1.5 6 
through tax cuts, welfare 

job-creation-would produce 
hope.” 
* Labor charges that 
Office Fraser has deliv 
iployment rate (more t 

Depressi 













р oung couples from 
cquiring bor 
own scare tactic by saying that, ifreturned 
to power, the government will introduce 
massive increases in sales taxes aimed at 

bringing down its budget deficit. - 
— ANNE SUMMERS 
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g homes. Labor plans to mount its : 


| will have at least to hold to his hustings 


pledge to maintain employment at exist- 


| ing levels. Labor has vowed to keep pro- 


tection for manufactured goods at current 


| levels as part of its prices and incomes po- 


licy: ‚ 
Australia's nearest Asian neighbour, 


. Indonesia, is watching closely (о вее howa 
| Labor government would handle the issue 


of East Timor, the former Portuguese pos- 
session absorbed by Jakartäin 1976 — a 
move persistently disapproved by Austra- 
lian public opinion. Labor's party plat- 


| form includes a tough attitude to In- 
| donesia, especially over East Timor. But 


it is likely that, once in goverriment, Labor 
would accept the status quo. However, it 
could be expected to press hard for a step- 


refugees from East Timor already in Aus- 
trália. xe 

Late in Ja 

inister Тап 
topover in East Timor. it’s 
videly seen as marking ап upsw 









donesian-Australian links under Labor is 
made more difficult in that the man ex- 
pected то Бе foreign minister under 
Hawke =. former party leader Bill 
Hayden — was slow, early in the election 
campaign, to discuss policies with the 
media. 








Policy on Cambodia is another point of 





Canberra: Asian leaders will be closely. 


| settlement; 





' spokesman on t) у Keat- 
с ing. has said that in government hè will 
| commission à fep 


ped-up programme of family reunions for | 


| pswing in. 
bilateral ties. Forecasting the future of Ine 








| interest for the region. Asean has strongly 


supported the Democratic Kampuchea 
coalition. led by Prince Norodom 
Sihanouk and also including the Khmer 
Rouge. Labor says that it would not recog- 


onise any coalition in Cambodia which in- 


cluded remnants of the Khmer Rouge. The 
attitude of the current government is that 
Australia does not recognise any Cambo- 
dian government. It favours the 
emergence of a national, neutral and self- 
sufficient. Cambodia ‘arid supports dip- 
lomatic efforts ргодасе а negotiated 


I; a rare interview published on February 
23, Hayden reaffirmed that à Labor 
government would résume aid to Viet- 
nam, which Prime Minister Malcolm | 
Fraser's government halted in 1979. He 
also said that a Labor government would 
try to act as a conduit between Hanoi and 
Washington. 

On financial matters, Labor. has op- 


| posed the entry of foreign banks; though | 


during the election" campaign, Labor's: . 
economy; Paul Keat- 






i eport on regulation within- 
the financial system. There is “an outside 


| chance," he told the REVIEW, that this re- ` 


port would conclude that foreign banks 
could operate within the regulated envi“. 
ronment Labor favours (Shroff, page 81). 
In January, the Fraser government an-. 
nounced that foreign banks would be al- 
lowed to operate in Australia with an ini- 


, tial entry of about 10 (REVIEW, Jan. 27), 


Labor favours a tougher foreign-invest- 


' ment policy than the.current government: 


Although it-has not speltout the details, it 
can be assumed that a Labor government 
would insist of majority Australian equity - 
in all projects and that it would outlaw the 


‚ repatriation of. profits through transfer- 


pricing arrangements. 
Looking at defence, there has been no 
Labor response to Fraser’s election pro- 
mise that he would station one squadron 
of the F18 fighters currently on order at 
Butterworth in Malaysia. Australian air- 
craft are stationed at the Malaysian base 
under the 12-year-old Five-Power De- 
fence Arrangement among Australia, 


| Britain, New Zealand, Singapore and 
|, Malaysia. 


Labor generally does not favour Aüs- 
tralian troops being deployed overseas 
and Hawke has said the Australian con- 
tribution to the United Nations 
peacekeeping force in the Sinai would be 


recalled if Labor wins. But Labor has reaf- 


firmed its support for the Anzus treaty, 
which links Australia with the US and 
New Zealand, and supports the current re- 
gional treaty arrangements. 

— ANNE SUMMERS... 





“All сап give a man who has everything 
is more of the same”. 





"Kuala Lumpur 

never stops changing. 

This time, I hardly 

recognized my 
favourite hotel." 
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Even if you usually stay at The 
Regent of Kuala Lumpur, we want 
you to try a new hotel. 

A hotel where you dine amid 
authentic antiques. And breakfast 
by the side of the swimming pool. 
A hotel with a health club to keep 
you fit and an Executive Centre to 
simplify your business day. 

A hotel where your spacious room or 
suite glows with bright new colours 
and bold new fabrics. 

There's a lot you won't recognize 
about The Regent. But we haven't 
changed the smiles or the service 
that keep people coming back time 
after time. 

Next time you book a room in 
Kuala Lumpur, you have more 
reasons than ever to reserve at The 
Regent. 


ie the 
XO LUMPUR 
A REGENT ® INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. SYDNEY 
MELBOURNE. MAUL ALBUQUERQUE NEW YORK 
CHICAGO. PUERTO RICO. MONTREAL 


KUALA LUMPUR 425588, TELEX MA30486; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 































y busy years largely de- 
€ service in a multitude of 
which won him a deserved 
- Hongkong Sir Yuet- 
is stepping down from the 
ip of the territorys Trade 
Development Council (TDC). "Sir 
Y. K:" has been an effective and energe- 
tic promoter of Hongkong products and 














^]; has done much to improve trading rela- 


tions with such difficult markets as Japan 
and Europe — and. before he received 
+ his accolade, someone called him “Mr 
Kan-be-done.” |. 

`. It says something for the management 
expertise of (ће Swire group, whose 
former taipan John Bremridge was 
metamorphosed on retirement into 
Hongkong's present financial secretary, 
that Sir Y.K. is to be replaced by an- 
other Swire executive, Lydia Dunn, who 
is somewhat better-looking than her pre- 
vious colleague and combines femininity 
with high executive talent. 

€ ONE of the early leaders of the TDC 
was a man mentioned in this column last 
week, Dhun Ruttonjee. In.its early years 
the TDC was once the victim of an 
enormous rip-off. (Parenthetically, the 
REVIEW was all geared up to expose this. 
* and had acquired photocopies of all the 


relevant documents, but lawyers advised . 


';us that, in the event of a libel case, we 
Моша need access to the originals. A 
very senior government official — now 
dead — gave us the necessary assurances 
' that they would be available for us to sub- 
poena, An hour latér, a friendly source 
tipped us off, he signed all the docu- 
ments into the confidential registry. 
»Frustratedly, we had to cancel the story 
at the last minute.) The long-time direc- 
^ tor of the TDC is the tiny but perfectly 
formed Len Dunning. With the appoint- 
ment of the new chairwoman (as she 
should be called — anything but chair- 
person!), the history of the TDC could, 
albeit inadequately, be summed up as 
Dhun, done, Dunning, Kan-be-done 
and Dunn. ee 
ө THICK clouds and drizzle, inter- 
rupted by deluges of rain, dampened the 
Lunar New Year celebrations along the 
г South China coast — a depressing omen 
| for Western observers, but not so for 
` Chinese necromancers, who equate 
water with money and the pig itself with 
prosperity. The wealth of most Chinese 
(at least 80% of those who live in China) 
‘is no longer expressed in terms of the 
area of land owned, but by the still older 
measure: the number of livestock per 
"household — the Chinese character for 
home being an ideograph of à pig under 
a roof. So, it may be a pig of a year, or 
“one spent living high on the hog —— take 
your cultural choice. 
*'Im Hongkong on New Years Day 
braary 13.—- another unlucky West- 
rn ómen?), the weather retreated just 
sufficiently to allow the staging of a mag- 













form-of'a double- -curly tail and one pub- | 
lic relations firm listing all the pig's good | 








nificent fireworks display (paid for by 
Jardines — so perhaps money still talks, 
even to-the elements). From the dense 
crowds lining the harour waterfront 
came an accompaniment. to the 
fireworks — the popping of innumerable 
mini-novas from camera flash-guns 












knowledge of photography goes, could 


cept for. the few who were attempting 
tricky ong exposures and, at the last mo- 






d to be duly illuminated for an 









roaring trade. 

e THE, REVIEW office, only recently 
cleared of the debris of Christmas and 
(solar?) New Year cards, duly received 
the third wave of missives wishing all and 
sundry kung hei fatchoi or gong xi fa cai 
(depending on‘dialect and preferred trans- 
literation method, but adding upto “good 
wishes for happiness and prosperity"). 
Most of them naturally featured the pig 






—:the Hongkong Tourist Association's . 


being a calendar in the form of a fat sow 
with all the months as piglets dangling 
from: her Belly; one designer. sending 

esinth 





attributes, with the rider: "The pig is 
sometimes misunderstood; perhaps it 
needs a good public-relations firm." All 
1 hope is that these and other organisa- 
tions have taken appropriate political 
and religious advice and not mailed too 
many of the pigs to friends in Islamic 
countries, where they could cause some 
offence: 

è IN Kuala Lumpur recently, while 
REVIEW bureau chief K. Das was putting 
together this week's cover feature, Tin- 


explicably got into conversation with'a | 


couple of barmen. Both wryly admitted 


that they were due to lose their jobs, as | 


the new pressures to cleave more closely 
to Islam forbid Muslims not only to drink 
but to Handle or ‘sell alcohol. The ban 


also extends to gambling, and the highly 


skilled Malay croupiers at the Genting 
Highlands Casino will also be lookingfor 


more suitable employment: New posi- | 


tions must be found for these relatively 
highly paid men and women whose spe- 
cial skills are hardly marketable outside 
bars, restaurants and the casino. 

If pressures from the fundamentalists 
are taken to their logical conclusion. 
thousands. of Muslims working in the 
hotel, travel and tourist industries will be 
affected: Malaysia’s popular airline 
MAS will face problems if it has to re- 
place. all its Malay stewards and hostess- 
es —— unless, that.is, all. alcohól is ban- 
ned from its aircraft. That would hardly 


help MAS in its competition with other’ 


regional airlines, which generously dis- 
pense free drinks {опе of MAS most fre- 





which, as far as this Traveller's amateur’ 


have served no possible purpose — ex- | 


n: Anyway, it all went to fulfil the | 
omens: the film shops must have done al 


‘were in fact made from pig bristle 








- spéct for any man or woman regardi 








quented routes is th 
pagne run). | 
e SOME. economi 
being caused by the 
ments that such-an 
been found- о 
thus haram — forbi 

















"Опе such announceme 







and various 
been found t 





Muslims were: а 
eat hambur: 
McDonalds, Pope: 


Chicken апа: Carnation 











though Popeye's french 

regarded with suspicion un 

could produce. certification. t 
cow's fat used іп the frying ма 

The halaUharam committee 

lamic Research Centre (which: come 
under the Prime Minister's Department) 
had also found that certain paintbrush 
marked “Squirrel pure, bristle China” 















Housing developers were advised to 
take this. into c nsideration * "and not t 









turing companies to panic, hirri ly 
analysing flavouring chemicals used in 
their laboratories, while shopkeepei 
move all offending products frc 
shelves. Recently some 
demned as haram by certa 
found to be halal — but the damage had: 
been done, and the products are unlikely 
to be touched again by the devout. 
€ IN Manila, the Embassy of the I 
lamic Republic of Iran recently found 
necessary to circulate a note offering gi 
dance on social etiquette. It read 
IN THE NAME OF G D 
The Embassy of the Islamic pub 





































Diplomatic and Consular Mi 
International Organizations 
Philippines of the following Islamic 
ideological principle and belief con 
ing shaking hands е Islamic m 
and women during а gathering: 
L An Islamic man cannot shake 
‘hands with any woman, although he 
may shake hands with any man; ` 
2. An Islamic woman cannot sha 
hands with any man, although sh 
may shake hands with any woman. 
The Embassy wishes to reiterate that 
the aforementioned Islamic custom 
which is being presently observed by the 
Islamic Republic of Iran is definitely not 
a sign of impoliteness but of great re- 









of his or her creed and race... 
Observance of the aforementioned 
highly appreciated. Wishing f 
tory of the oppressed th 
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Muslims at prayer; Anwar: Islam cannot be kept out of politics 








The Malaysian Government responds flexibly to Muslim extremists 


Preaching moderation 


By K. Das 

Kuala Lumpur: Islam, which has survived 
here for more than 500 years, is now in tur- 
moil as political forces seize upon religious 
issues in the struggle to win or hold on to 
power. Although more than two decades 
have passed since independence, it has 
only been in recent years that the United 
Malays National Organisation (Umno), 
which dominates the ruling National 
Front coalition, has declared itself 
Malaysia's leading Muslim party. Its en- 
tire membership has been Muslim from 
the day it was formed in 1946. 

This new identification with religion 
and religious issues began after many at- 
tempts to keep Islam out of mainstream 
Malaysian politics. The Umno-led Al- 
liance, which held power until 1974, and 
its successor, the National Front, have been 
vying for power with the fundamentalist 
Party Islam (PI) since Umno's fundamenta- 
lists broke away to form PL in 1951. 

After race riots in Kuala Lumpur in 
1969, Umno leaders managed to persuade 
PI to join the National Front. PI was split 
on the issue, but the leadership of Datuk 
Asri Muda prevailed for a time and PI re- 
mained in the coalition for four years. But 
when Umno began to see PI as a potential 
Trojan horse, the party was expelled in 
1973 and the Umno-PI confrontation 
began again in earnest. 

In 1978, when Islamic revolution was 
looming in Iran and Muslim fanatics in 
Malaysia were desecrating non-Muslim 
places of worship (REVIEW, Sept. 1, °78), 
PI was defeated in elections in Kelantan 


20 


state, where it had governed since 1959. In 
the same year, PI's parliamentary re- 
presentation was reduced from 14 to five. 

As that year ended, the government, 
then led by Datuk (now Tun) Hussein 
Onn, launched a campaign to combat 
Muslim fanatics who were propagating 
versions of Islam which were at best super- 
ficial and at worst obscene. One sect de- 
manded that a bride have sex with her 
khalifah, or chief, before her wedding. 
The campaign, combined with the elec- 
tion defeats, left PI leaders mumbling 
about an Iranian-style revolution, 

But such a revolution was unlikely for 
many reasons, the most important being 
the absence of a single respected theo- 
cracy to hold a revolutionary Muslim 
movement together. In addition, PI had 
forfeited its credibility as an Islamic alter- 
native to the ruling coalition through its 
previous four-year membership of the Na- 
tional Front. 


М forces had also come into play at 
about the same time the National Front 
was wooing Pl. The most important of 
these was the Angkatan Belia Islam 
Malaysia (Abim). the Malaysian Islamic 
youth movement. Formed in 1971, 
Abim's purpose was “to provide a plat- 
form for the graduating students from the 
respective universities and colleges who 
had been active in dakwah {the Muslim 
missionary movement] to continue their 
Islamic mission." Abim's objective was 
"to generate an Islamic movement as the 





path to Islamic revival in Malaysia." 

Together with the rise of Abim came 
movements like Darul Arqam, or the 
house of Arqam (named after a friend of 
the Prophet Muhammad who gave his 
home for missionary work), and Jamaat 
Tabligh, a lecture group, which had its be- 
ginnings in India but became popular in 
Malaysia. Like Abim, Darul Arqam and 
Jamaat Tabligh seek an Islamic society. 

Arqam has established 11 model vil- 
lages in Sungei Penchala (less than 20 
miles from Kuala Lumpur), Kemaman, in 
Trengganu state, and Yan, in Kedah state. 
Arqam followers dress in distinctive green 
or white robes and wear turbans. They 
hold mass meetings for government ser- 
vants, members of the armed forces and 
schoolteachers. Their model villages have 
schools, shops and medical centres, and 
members attend compulsory Wednesday- 
night classes in Koranic exposition, theol- 
ogy and law. 

Tabligh followers are not political and 
stress the need to strengthen one's faith in 
God. While the group is dismissed. by 
many as being irrelevant, the government 
opposes it because its asceticism refutes 
the New Economic Policy (NEP), which 
aims at creating a new Malay middle class. 
Tabligh members have not only refused to 
become involved in non-religious govern- 
ment institutions, but appear to be disin- 
lerested in the existing political order. 
Members are the least materialistic of the 
country's various Islamic groups. 

Another Islamic movement is the Mus- 
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lim welfare organisation Perkim, led by 
Malaysia's first prime minister, Tunku 
Abdul Rahman. It is apolitical, which 
poses a problem for most of the other Is- 
lamic movements. Its rejection of politics 
has enabled it to attract a steady number 
of non-Malay converts. 

The proliferation of these movements, 
which began after the 1969 riots in Kuala 
Lumpur and surged after the launching of 
the NEP in 1971, caught both Umno and 
PI by surprise. Neither was able to harness 
these separate groups for their own politi- 
cal purposes because the phenomenon 
was new and the movements' directions 
were unpredictable. To complicate mat- 
ters, they in turn inspired other, more 
fanatical movements. in the country, sig- 
nificantly among Muslim students who 
were being sent abroad in huge numbers 
as part of the NEP, which was aimed in 
part at quickly increasing the number of 
Malays with a higher education. 

By the time PI was expelled from the 
National Front, the government was wor- 
ried that the fanatics would disrupt racial 
harmony which had prevailed since 1969. 
The government, which had tried hard 
since independence to separate religion 
from politics, appeared to have no option 
but to co-opt the fanatics by thinking in 
terms of Islamisation, thereby maintain- 
ing control of the movements. 

A Malay academic who studied the Is- 
lamic revival here, Mohamad Abu Bakar, 
concluded: “The resurgence of the Islamic 
spirit has forced Umno to be on its guard 
because of its belief that the revival is 
being translated into political benefit by 
its arch-rival, PI . . . so Umno, which op- 
poses Islamic fundamentalism, but finds 
slam a useful stick with which to beat its 
enemy, virtually approximates PI's con- 
cern for Islam.” 

In its battle for the vote with PI, Umno's 
most spectacular move, in March last 
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year, was to recruit the most important 
Malay dissident into the party. He is 
Anwar Ibrahim, the former president of 
Abim. Non-Malays were deeply suspi- 
cious because Anwar had long been view- 
ed as a fundamentalist and they believed 
his acceptance into the top echelons of 
power meant the ruling party had decided 
to accommodate his thinking. What was 
obvious, but overlooked by non-Malays, 
was that PI too had been wooing Anwar 
for years, but had failed to win him. 
Equally well publicised, but ignored by 
non-Malays, was the fact that at least 
three other important Abim national lead- 
ers had joined PI. 


hen Anwar was made a deputy 
minister soon after he joined Umno, 


more doubtsset in. Even his staunchest non- | 


Malay supportérs questioned his sincerity. 
However, after the. government decided 
to drop controversial amendments to the 
Societies Act at the close of 1982, non- 
Malays took another look at Anwar. 
Anwar had led Malays and non-Malays 
alike against the amendments, which 
threatened the existence of some 





tabloid owned by the Malaysian Chinese 
Association, declared Anwar man of the 
year for 1982, It was widely believed that it 
was Anwar’s influence that killed the 
amendments. 

But doubts about Anwar among non- 
Malays persist because he is associated 
with several programmes seen as part of 
the government's Islamisation drive. 

An Islamic bank, which had been in the 
works for a long time, was established 
after Anwar joined Umno. This move 
upset the non-Malay business community 
because it was feared that the new bank 
was only the beginning of an Islamic-style 
banking system. Non-Malays were unim- 
pressed with government explanations 
that the bank was Set up for fundamen- 
talist Muslims on the East Coast and in 
northern rural areas who could not put 
their money in banks that charged interest 
on loans. Nor were non-Malays receptive 
to arguments that the move was a political 
necessity to silence PI extremists who 
charged that the existing system was im- 
moral because it charged and paid in- 
terest. 

Another perceived threat was a deci- 


societies. The Star, a popular morning | sion that all tertiary institutions would be 
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required to teach the history and civilisa- 
tion of Islam in future. No one asked whe- 
ther the study of these subjects would be 
compulsory. Instead. the debate focused 
on whether this was an intrusion of the 
dakwah into a formerly neutral area. The 
fear among non-Malays was that students 
who were required to read Islamic history 
and civilisation might be attracted to the 
religion. Another objection was that while 
non-Muslim religious groups were not al- 
lowed to proselytise among Muslims, the 
mandatory study of Islam was viewed as a 
kind of covert attempt to convert non- 
Muslims. Again, no one saw it as a neces- 
sary political response to PI pressure. 


Supisinely. the medium of instruction 
used in schools and universities, once 
Malaysia’s hottest political issue, appears 
to have lost its importance. The govern- 
ment’s decision to build an international 
Islamic university here came just before a 
decision not to grant a charter to build the 
Chinese-language Merdeka University 
(Review, July 16, '82). One of the major 
objections to Merdeka University was 
that it would teach courses in Chinese. 

Yet the Islamic university would teach 
in languages other than Bahasa Malaysia. 
including Arabic and English. The sur- 
prise was that no campaign was mounted 
to protest against the Merdeka University 
decision and the Islamic university was ac- 
cepted with little more than private 
grumbling. The universities issue proved 
that language was no longer a problem — 
the school-going generation since 1971 
had accepted the national language. 


From killers 
to crackpots 


ccording to Prof. Tan Sri Abdul Jalil 

Hassan of the University Kebang- 
saan, Muslim extremism came to Malaysia 
on the heels of the first wave of Muslims 
in the 15th century, with theological 
feuds and suspicions drifting across from 
the Arabian Peninsula. Today, some of 
the more obscure groups comprise only 
family members in remote villages, but 
other groups are larger and have en- 
gaged in violent activity. 

The Muslims who desecrated temples 
in the village of Kerling in August 1978 
belonged to the latter type (REVIEW, 
Sept. 1, 78), so too did the 15 killers who 
raided a police station in October 1980 
(REVIEW, Oct. 24, '80). Neither group 
was identified by name. 

Yet another group called itself Per- 
tubuhan Angkatan Sabilullah, or PAS 
— not to be confused with Pas which is 
the Malay acronym for Party Islam. The 
distinction is important because some 
government party officials have tried to 
exploit the similarity, suggesting that 
Pas and PAS were clandestinely link- 
ed. 

PAS, or Forces of the Righteous Path, 
was disbanded in the early 1970s after its 
leadership apologised to the Sultan of 
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The ancient Ubudiah Mosque; Mahathir: ‘Islam within 


our means.’ 


While non-Malay politicians still bristle 
at the idea of ending non-Malay primary 
education, the fact is that even Malay 
chauvinists have given up campaigning for 
the primacy of the Malay language. One 
explanation for this advanced by several 
social scientists here is that while Bahasa 
Malaysia provided a badge of "Malay- 
ness" for the chauvinists, they insisted on 
its importance; but as soon as it became 
the national language, it lost its political 
value. The chauvinists’ new badge of dis- 
tinction is Islam. 

Non-Muslims are also anxious about 
pressure to introduce elements of Islamic 
law into common law, and there is anxiety 
among Muslims as well over fundamen- 
talist demands which could disrupt their 


Kedah for their insurgent beliefs. They 
had claimed to be holy warriors who 
wanted to create an Islamic state by 
force of arms. They came into public 
view again in 1980 when the entire 
leadership was arrested under the Inter- 
nal Security Act, apparently because 
they were back on the war-path. 

Another group active in Kedah called 
itself Crypto. It was brokén up by the 
government last year (REVIEW, Apr. 2, 
'82). It was already printing banknotes 
and identification papers and had its own 
flag. Allegedly, it was preparing to take 
over the government. The group was re- 
garded as more crackpot than religious. 
Part of its programme was that power 
could be derived from the heavens by de- 
votees standing on one foot in the pre- 
dawn hours pointing to the sky. Yet, it 
did have a following. 

Other groups included: 

» One in Penang called Taslim which 
demanded that believers surrender their 
property, wives and children to the 
group's khalifah, or chief. 

» А Hindu-influenced vegetarian 
group called Amalan Zikir which was ac- 
tive in Trengganu and in Singapore. 

» The Пти Wajangan, which once 
flourished in the Batu Pahat area of 
Johor, rejected the Muslim custom of 
ablutions after sex and preached sexual 
promiscuity. — K. DAS 
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lives. A ban on alcohol and gambling and 
the insistence by some fundamentalists 
that women veil themselves, not mix with 
non-Muslims, not go to the cinema or 
watch TV, pray five times а day regardless 
of job circumstances and observe many 
other rules, irritates the ordinary Malay 
and worries him. 

While the extremists demand that Mus- 
lim fundamentalism be adopted, a very 
large number of Muslims see Islam as a 
simple, undemanding religion that is to- 
lerant and compassionate. It is these 
people who are as worried as non-Muslims 
because their sons and daughters may be 
casino croupiers and card-dealers; barten- 
ders; waiters or waitresses in hotels and 
restaurants (who are not supposed to 
handle alcohol under Islamic law); em- 
ployees in government-sponsored lot- 
teries; jockeys and racecourse stewards, 
or employees in dozens of other jobs for- 
bidden by Islamic law. Prime Minister 
Datuk Seri Mahathir Mohamad himself 
declared as early as 1979 that "we practise 
Islam within our means and it is not possi- 
ble to practise it to the extent of 100% 
when the country has a sizable non-Malay 
population," 

Every time the fundamentalists push 
their cause, Umno reacts and the non- 
Muslims shudder and retreat into their 
own religious sanctuaries, convinced that 
the onslaught is to become greater and 
more oppressive. The government reacts 
to fundamentalist pressure, ћоріпр that 
the fanatics will be headed off in the end. 
Whether this piecemeal approach to the 
problem will work is debatable. For 30 
years the communists were kept under 
control by using this method, but the Mus- 
lim fundamentalists — unlike the Com- 
munist Party of Malaya — cannot be ban- 
ned and driven into the jungle. ш 
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From tiny : screws to Turnkey Projects - 
the changing face of Indian engineering exports - 







Who would have thought in 1955, the year 
EEPC was established, that India would 
today be ranked among the world's 
top industrial nations. That the 
Indian engineering industry 
would earn world respect by the 
quality of its goods and services. 
Yet all this has come to pass. 
Today, Indian engineers and 
engineering companies are 
handling complex turnkey 
projects not only at home 

but abroad as well. Setting 

up townships. Designing 

and erecting sugar and textile 
mills. Putting up power plants 
and fertiliser complexes. «98 
Proving to the world that in у 
range, depth and 
sophistication Indian 
engineering is truly 
international in standing. 

As EEPC completes 

25 years of service it takes |. 
pride in the knowledge 
that its role as a catalyst 


has contributed significantly to the 
overall success of Indian engineering 
exports. 

EEPC’s network of foreign offices, its 
regular participation in foreign trade 
fairs and exhibitions and the wholly 
Indian engineering exhibitions 
organised by it biennially in South 
East Asia, have helped raise 
awareness in world trade circles of 
Indian engineering's capabilities at 
the international level. Foreign study 
tours and visits by delegations are 
constantly enriching our data bank 
and cementing India's trade 
relationship with other countries. 
EEPC is ready to assist you in setting 
up small, medium or large scale 
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industries by locating the right 
sources of supply and technical 
know-how. 


Please contact our office at this 
address: 

Regional Manager 

Engineering Export Promotion Council 
(India) 

Rm. 502, Sarmiento Bldg., Ayala Ave. 
Makati, Metro Manila (Philippines) 
Phone: 85-44-45 

Telex: 722-22518 Answer Back 

Code: EEP PH. Gram: OCEANBORNE 


e 


Engineering t 
Export Promotion 
Council 


Head Office : 


World Trade Centre 

14/1B Ezra Street, 

Calcutta 700 001 

Other Foreign Offices : 

Abidjan (Ivory Coast), Chicago (U.S.A.), 
Duesseldorf (West Germany), Dubai 
(U.A.E.), Jakarta (Indonesia), 

London (U.K.), Los Angeles (U.S.A.), 
Nairobi (Kenya), Singapore, 

Sydney (Australia), Toronto (Canada) 
and Vienna (Austria). 
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adi: a dangerous man? 





The east is green, and 
the rest are worried 


Kuala Lumpur: On Peninsular Malaysia's 
East Coast live the tradition-bound Mus- 
lims who make up the most radical fun- 
damentalist faction of the opposition 
Party Islam (PI). The most charismatic of 
these is Ustaz Hadi Awang, the son of an 
imgm (religious scholar and priest). Hadi 
studied Arabic and Islam in his native 
state of Trengganu during his early child- 
hood and spent eight years of his adult life 
in Saudi Arabia and Egypt. Now a 
member of the state legislature, the 35- 
year-old Hadi mesmerises congregations 
with his fiery oratory, liberally sprinkled 
with Koranic verse. The government views 
him as a dangerous man — a demagogue. 

Hadi opposes government develop- 
ment programmes on religious grounds. 
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East Coast street scene: development plans have gone wrong. 


Asri: little chance of reconciliation. 








In the poor villages of Trengganu, he tells 
his flock that high-rise buildings are un- 
necessary, and his followers do not press 
him to explain why. His pastoral images 
from the Koran are powerful, and few vil- 
lagers will confront him with the fact that 
his main political propagandist, PI youth 
leader Mustafa Ali, is himself a well-to-do 
local developer. 

Government rural development pro- 
grammes, which Kuala Lumpur hoped 
would help defuse Hadi's attacks on what 
he calls the “infidel” ruling United Malays 
National Organisation (Umno), have 
failed dismally. The government itself 
concedes that favouritism and corruption 
has resulted in the loss of the M$100 mil- 
lion (US$44 million) allocated for village 
development over the past three years. PI 
officials in Trengganu told the REVIEW 
that development officials allocated the 
funds either to their own relatives or to 
Umno supporters, rejecting PI members. 

In Kuala Lumpur, officials of the Minis- 
try of National and Rural Development 


confirmed the charge, and one official told 
the press that a large number of develop- 
ment officers will be dismissed from the 
service. But the years of government in- 
difference to the cavalier behaviour of the 
development officials since the pro- 
grammes began in 1979 has played into the 
hands of PI radicals like Hadi and Mus- 
tafa. 

Other factors which have directly or in- 
directly helped make Trengganu a hotbed 
of Islamic fanaticism include Iran's Is- 
lamic revolution; the defeat of PI in neigh- 
bouring Kelantan state; the Vietnamese 
boat people who landed in waves on the 
state's coast and further disrupted deve- 
lopment programmes in 1970-80, and the 
obvious inability of the established PI 
leadership to make inroads into the Umno 
power structure in the state. 

The radical Hadi came to reject not only 
the government but also the PI's leader- 
ship at the time — in particular that of 
former party president Datuk Asri Muda 
— on the grounds that it was more 
nationalist than Islamic in nature. 

Hadi's rejection of Asri set the stage for 
а power struggle which led to Asri's resig- 
nation last year. PI officials and support- 
ers in Trengganu deny that there was any 
campaign to remove Asri. They also deny 
that Asri was not welcome in the state. In 
any case, the last general election proved 
that Hadi had some support for his move 
against the established political leader- 
ship. The party won five seats in the state 
legislature. 

The move, according to Kamaruddin 
Nor, acting president of the Malaysian Is- 
lamic youth movement, Abim, grew 
naturally out of the battle for Muslim 
votes. In the battle Umno accused PI of 
creating the kafir-mengafir problem (ac- 
cusing one another of being infidels), but 
there is evidence that Umno imams were 
equally guilty. The *two-imam problem," 
as it is called, where rival priests preach to 
split congregations, is also blamed equally 
on Umno and PI. 

In PI strongholds like Hadi's Kampung 
Rusila there are no splits. Butin Kampung 
Tok Dir, about 17 miles from Kuala 
Trengganu, the rivalry erupted into vio- 
lence on July 21 last year in which one man 
was killed and eight people were arrested. 
In the same month, а woman in Kampung 
Che Long was prevented from attending 
her father's funeral because she was an 
Umno supporter while her brothers and 
sisters supported PI. 

This splitting of the state's Muslims 
brought cries of anguish throughout the 
country. Top officials, including Deputy 
Prime Minister Datuk Musa Hitam, went 
to Trengganu to castigate Umno ex- 
tremists. There were even protests from 
Indonesia. 

It was in this atmosphere that the by- 
election for the Binjai state seat was held 
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general election by a narrow margin of 337 


votes, were confident of winning this time, 
particularly after having taken five state 
assembly seats in April. 

Umno'scandidatehadtoenterPIstrong- 
holds. under: heavy guard. On one occa- 
sion he was surrounded by a hostile mob, 
and the-chief minister of the state, Wan 
Mokhtar, һаа о be summoned to the 
scene tó'avert violence. 

‘The. National Front machine poured 
about 5,000 party workers into the consti- 
tuency of about 10,000 voters because los- 
ing the Binjai seat would have been 
psychologically disastrous for the party. 
The little-known village of Binjai became 
the focus of national attention as federal 
ministers, including the deputy prime 
minister, were called in to campaign. 
Anwar Ibrahim, а former president of 


Abim, now a member of. Umno, whose | 


friends in, РІ regarded him as being as im- 
portant a Muslim às Hadi, turned up to 
conduct a crucial part of the campaign. In- 
stead of damning Hadi and Mustafa, he 
asked. if their condemnation. of govern- 
ment programmes, such as proposals for 
an Islamic bank and an Islamic university, 
was reasonable since these projects were 
highly praised by leading economists and 
scholars in the Muslim world. 


B: the real blow to PI in Trengganu 
M came from Asri himself when he'told 
the press that the battle could never be 
won by his party. He belittled Hadi’s poli- 
tical ability and said Mustafa was the 
mastermind behind Hadi, who was simply 
Mustafa's innocent pawn. Such remarks 
were destructive, coming during the elec- 
tion campaign, and PI lost the Binjai seat 
by 860 votes to the National Front, 

If: Asri thought that he'could get away 
with such anti-party statements, he was 
mistaken, or so it seemed.at first. Within 


» weeks Hadi and his supporters in Kelan- | 


tan and Kedah struck. Asri and 12 others 
were either expelled or suspended from 
the party or issued with letters of warning. 
Asri was only suspended, but the suspen- 
sion was for an indefinite period and 
meant that unless he recanted and ap- 
pealed for reinstatement, he would not be 


allowed to contest the party presidency at | 


the general assembly in April. 

However, within dáys of the suspen- 

sions and expulsions, PI: members in 
Kelantan and Kedah: states, where the 
party is strongest, began to declare their 
loyalties to Asri and his group. Former 
party secretary-general Datuk Abu Bakar 
Umar had quit his post when Asri resigned 
in October as president. Now he was cam- 
paigning again and the radicals were quick 
to admit they were in trouble. PI's acting 
president, Yusof Rawa, was saying pub- 
licly that the party was in trouble, but he 
stopped short of calling for a truce among 
factions. 
« According tothe pro-Asri faction, hun- 
dreds of party branches in Kelantan shut 
down. In Kelantan and Kedah, several 
embers guit th the: ралу: апа jot Umno, 





the 1978 PI breakaway group, 
jasa. In Trengganu itself, Hadi 
appears to have held together, 
hopes of expanding his base beyond the 
state appear to be fading. 

Meanwhile, another development is ex- 
pected to test the credibility of the Phradi- 
cals. A by-election in Kedah suddenly be- 


came necessary when the MP for Hulu 


Muda had to resign after he was Convicted 
of corruption and fined M$3,000. While 
PI members in Kedah may want to contest 
the seat, its members in Hulu Muda want 


to boycott the election. While it is unlikely | 


that PI will let the by-election go uncon- 


| tested; PI’s chance of making а good 


showing appears poor. It seems urilikely 
that the radicals will work for a reconcilia- 
tion with the Asri group simply to fight a 
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Darwin nas new and expanded port facilities; à new intetnational and 
domestic airport terminal is being planned; the nearby Mindil Beach 
Casino is soon to open; the famous Kakadu National Park and other 
wilderness destinations are in the region. 

The Government will.consider applications on the basis of purchase 
price, development proposal and timing of development. 

An information document containing more details is available. 
copy of this document, or arrangements for site inspection contact: 


Fora 


Mr. Jim Batty, Department of Lands 
G.P.O. Box 1680, DARWIN N.T. 5794 
or telephone (089) 89 6491 (telex AA85453) 





and ensure your copy each week. 


FAR EASTERN EI ECONOMIC 





review 


i nomo or e i qe n a 
| Please enter my subscription for 
| О 3months 
О 6months 
О tyear 
О Please include the Yearbook at extra 
US$16.05/HK$110. For airmail delivery, 
please add: HK$39/US$6 


Name 
Address 
Country Zip Code 
D Jetspeeded О Surface тай 


| Cheque payable to Far Eastern Economic Review enciosed 
To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 
l WONC 0303 


| — — — – – – c – – ccm 


Payment of ^ ——— isencdosed 














- 


"& 


x 
MS Lr 


Kuala Lumpur: The impact of the recent 
resurgence of Islam in Malaysia has been 
so pervasive that other perennial political 
issues such as education, communist in- 
surgency and the economy have been all 


| but forgotten — at least for the moment. 


And the government of Prime Minister 
Datuk Seri Mahathir Mohamad, which 
won a massive mandate from the electo- 
rate in April last year, is seen by the coun- 
try's large non-Muslim community as 
reacting haphazardly, even foolishly, to 
pressures from Islamic fundamentalists 
who seek an Islamic state. 

Asin the late 1960s, when a programme 
to make Malay the national language was 
seen by non-Malays as a dangerous deve- 
lopment for them, non-Muslims today re- 
gard what they perceive to be a govern- 
ment Islamisation programme as a deadly 
threat to their way of life. 

In this climate of political uncertainty, a 
call on February 8 by former prime minis- 
ter Tunku Abdul Rahman for the govern- 
ment to cease moves towards 
Islamisation, came like а 
breath of fresh air to non- 
Muslims. On the occasion of 
his 80th birthday party, 
hosted by Mahathir, the man 
who led the country to inde- 
pendence from the British, 
warned that Malaysia must 
never become an Islamic 
state. The constitution, he 
said, provided that Islam 
should only be the official re- 
ligion. Later, the tunku told 
the REVIEW that the notion of 
an Islamic state was untena- 
ble in a multiracial country 
like Malaysia. "Besides, a 
true Muslim must respect the 
rights of all people of other 
faiths. There must never be 
any coercion or attempts to 
impose Islam upon people 
with other faiths." 

The audience of 1,500 who heard the 
birthday speech comprised top members 
of the ruling National Front coalition, bus- 
iness leaders and members of the diploma- 
tic corps. The party was held at the head- 
quarters of the Malaysian Chinese Associ- 
ation (MCA), and organised by MCA pre- 
sident Datuk Lee San Choon. If the tunku 
no longer wielded political power, it ap- 
peared not to matter. Mahathir himself 
rose to the occasion and not only 
apologised to the guest of honour for poli- 
tical attacks on him in the past but praised 
the tunku's policy of cooperation with the 
Chinese as exactly what Malaysia needed 
in its quest for nationalism. 

At a time when non-Muslims (largely 
Chinese) were increasingly concerned 
that government policies showed insen- 
sitivity to non-Malays, the two speeches 
created a sensation. Non-Malays gener- 
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ally were euphoric. Fears that had preoc- 
cupied them in recent months were im- 
mediately put in a new light. Things that 
have worried non-Malays included: 

» A Kuala Lumpur master-plan con- 
taining no provision for new burial 
grounds for non-Muslims and a proposal 
that land should not be allocated for 
Christian churches unless it could be 
demonstrated that there were at least 
4,000 Christians in the area. 

» The passing of amendments to the 
penal code which, in effect, give the gov- 
ernment the right to appoint religious au- 
thorities as final arbiters in all religious 
disputes. 

> A regulation now in effect that re- 
quires imported meat to have been 
slaughtered according to Islamic law. So 
far only beef is affected, but it has been 
feared that certain imported processed 
meats from China might join the list. 

> A decision to ban a Malay-language 
version of the Bible. This decision was re- 


The tunku: a breath of fresh air. 





versed, but it is still virtually impossible to 
purchase a copy and it can be used only in 
the home. 

» Proposed legislation by states to 
punish non-Muslims for offences pre- 
scribed under Islamic law such as khalwat 
— close proximity to members of the op- 
posite sex other than spouses or close 
family. 

These and other moves were accom- 
panied by statements from the authorities 
aimed at reassuring non-Muslims. But the 
suspicion is that, like assurances given in 
the late 1960s and early 1970s on the lan- 
guage question, extreme elements could, 
as they did before, force the government 
to change its mind to the detriment of non- 
Malays. After all, the government initially 
gave Merdeka University a licence to set 
up a company which was to build a 
Chinese-language university, but, after a 
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decade of heated public debate and legal 
battles, the university idea was killed. 

Although the government has given as- 
surances that the penal code was amended 
only to appease Muslim extremists on the 
East Coast, there is no guarantee that the 
code could not be used to control the ac- 
tivities of non-Muslim churches. 

The tunku's call was therefore wel- 
comed as the first real acknowledgment 
of deep-seated fears. And five days after 
his speech, another former prime minis- 
ter, Tun Hussein Onn, expressed similar 
sentiments, also on the occasion of his 
birthday. Because both men are regarded 
as sensitive to non-Malay aspirations, the 
government's most serious non-Malay cri- 
tics were quick to point out that their own 
fears were amply justified since the tunku 
and Hussein had both shown that they too 
recognised the dangers of the apparent 
rush to Islamisation. 

The two statements immediately caused 
problems for those who had tried to reas- 
sure non-Malays in the past. Anwar Ib- 
rahim, a former president of the Malay- 
sian Islamic youth movement, Abim, told 
the REVIEW that he was on the spot. If he 
agreed publicly with the tunku and Hus- 
sein, his extremist critics would have had a 
field day. If he disagreed, he would draw 
fire from his detractors within the United 
Malays National Organisation. He also 
told the REVIEW that he regretted the 
statements had received so much public- 
ity. 

Fortunately for Anwar, he was dis- 
patched to Algiers almost immediately 
after the tunku's birthday party to attend a 
preparatory conference for a Palestine lib- 
eration movement meeting due to be held 
in Kuala Lumpur later this year. Thus, he 
avoided the flak that followed the birth- 
day speeches. Surprisingly, too, after an 
initial reaction by Party Islam (PI) secret- 
ary-general Hassan Shukri, PI has re- 
mained silent. 

According to one PI militant who asked 
for anonymity, the party leadership, 
which is in the middle of a serious crisis, 
decided against openly attacking the 
tunku, who has received Muslim world 
recognition through Pakistan's Rs 1 mil- 
lion (US$78,000) Hijra Award, which he 
received for being “the most outstanding 
Muslim in the world," and through Saudi 
Arabia's King Faisal International 
Award, which he received on his birthday. 
To criticise him could mean becoming in- 
volved in a debate with the Muslim world. 
Besides, there is a general belief within PI 
that the tunku's views will not prevail. 

If PI believes that, it is obvious that the 
government does not. The tunku is now 
under heavy police guard and cannot 
travel without an escort. However, he told 
the REVIEW that he did not worry about 
violence. “I am an old man. There is no- 
thing to fear. One has to die eventually," 
he said. But he has not said his last words 
on the subject of making Malaysia an Is- 
lamic state. “I will write about the pro- 
blem from time to time in my column in 
The Star," he said with a chuckle, “апа 
those who don't like it will have to lump 
it^ —K. DAS 
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Non-Muslims should 
stand up for their rights 


he Rev. Paul Tan Chee Ing. a young 

and energetic Jesuit who is also direc- 
tor of the Catholic Research Centre in 
Kuala Lumpur, was accepted as a spokes- 
man for all non-Islamic religions in the 
country during discussions with the au- 
thorities over the recently passed amend- 
ments to the Malaysian Penal Code. 
Editor Derek Davies interviewed him on 
the government's religious policies and 
the reponse from non-Muslim Malaysians 
to the call by Muslim fundamentalists for 
the Islamisation of the society. Excerpts: 


Are you concerned that the present move 
towards Islam could end with Malaysia be- 
coming an Islamic state? 

Strictly speaking, Malaysia is a secular 
state with Islam as its official religion. 
That is enshrined in the constitution. So 
unless they amend the constitution, they 
cannot make Malaysia an Islamic state. 





Tan: principles are whittled away. 


However, they can make use of Islam and 
make it the basis for all aspects of life. Last 
July, Prime Minister [Datuk Seri] 
Mahathir [Mohamad]. speaking on a new 
budget strategy, said clearly that he did 
not rule out the possibility of Malaysia 
adopting an Islamic rule. 

He spoke of Islam as a strong stabilising 
factor for the nation in the future and 
added: "It will anchor us solidly to the 
ground. If we follow the teaching of Islam 
properly it will make us a very disciplined 
and learned nation." He did add that the 

»ple should not be worried, saying: "We 

ave been extremely reasonable in this 
country. We have not tried to force the 
non-Muslims to accept anything that is 
against their conscience. We don't want to 
impose our will. That is not the proper 
thing to do." But he added: "There may 
be a time when everybody accepts Islam 


and then, of course, at that time there 
would be no problem." 

In March last year, Mahathir himself 
proposed setting up a consultative body 
comprising government officers, intellec- 
tuals and Islamic scholars to study how Is- 
lamic principles could form the basis for 
Malaysia's development programme. 1 


personally feel that the aim is to make — 
Islam the basis of everything, and to make | 


Malay culture the basis of Malaysian cul- 
ture, while at the same time taking into ac- 
count other religions and cultures. 

I don't think this is a total rejection of 
our Rukun Negara — national ideology — 
but I fear certain principles laid down in 
the constitution are being whittled away. 
The rukun declares that our nation is dedi- 
cated to ensuring a liberal approach to its 
rich and diverse cultures and to maintain а 
democratic way of life, while its first prin- 
ciple is belief in God. Article 3 of the con- 
stitution states that Islam is the religion of 
the federation but other religions may be 
practised in peace and harmony in any 
part of the federation. 


What then are your worries? 

1 am disturbed, for example, by the 
proposed morals law which is being dis- 
cussed. Datuk Mohamed Nasir, the minis- 
ter in the Prime Minister's Department 
who heads the special committee drawing 
up the law [which would supplement the 
amendments to the penal code]. has said 


that when the new moral law comes into. 


force favourite lovers’ haunts such as 
Penang's Botanic Gardens and the Polo 
Ground would be deserted at night and 
that those who frequent vice dens, who 
dress indecently or who act in an obscene 
manner would be prosecuted. 

He said that the law would be similar to 
that in Egypt, where he — smilingly — 
pointed out it is an offence for a man to 
stare at a woman. That sounded rather 
ridiculous. The law as proposed would 
apply to all people of all races and all reli- 
gions. Thereafter Mahathir made a state- 
ment designed to allay people's anxieties 
and we have written to Nasir asking him to 
tell us what exactly is going on and to in- 
clude us in the process of deciding whether 
the morals law is necessary, and, if it is, to 
sit on the board which will draft it. He has 
replied stating that he was misquoted and 
assuring us again that we should not 
worry. 

Already the amendments to the penal 
code forbid any action in conflict with the 
country’s laws relating to public order, 
health and morals. I have made it quite 
clear that I do not fear the penal code it- 
self; I fear its implementation by officials, 
most of whom are Malays and Muslims. 


Do you fear implementation of the Inter- 
27 


Ae Se? 





— » 


nal Security Act? Could a church congre- 
gation or a Bible class qualify as being an 
illegal assembly? 

In theory, no. And the authorities have 
assured us that as long as any meeting is 
strictly for worship there is nothing to 
fear. 


Elsewhere, in the Philippines and Latin 
America, elements of the Roman Catholic 
Church have become involved in overtly 
political movements. Is this the pattern in 
Malaysia? 

As far as I know, none of us here has 
become involved in politics directly, ex- 
cept to be interested in political affairs and 
to adopt certain stances, as do all citizens. 
We try to help the poor, but we have not 
marched or demonstrated about such is- 
sues as human rights. Whether that is a 
good or bad thing is for you to judge. 


What of freedom to worship in the sense 
of having a place to worship? As I under- 
stand it, the plan for the development of 
Kuala Lumpur envisages that by the end 
of the century the population of the city 
will be made up of about 35% Malays, and 





Yes, T believe there was something like 
this in the air, but nothing definite. Heads 
of the various réligions were brought to- 
gether for consultation and it was brought 
to our notice that certain guidelines were 
proposed. So we saw the prime minister 
himself who was very frank and honest 
with us and showed us the recommenda- 
tions for us to debate. One of them dealt 
with this matter and we have objected to 
it, and we have objected to all the recom- 
mendations except the last, which pro- 
poses to set up an inter-religious body for 
the furtherance of national unity. 


What of education and the various schools 
run by churches? 

To the best of my knowledge, we are 
not allowed to give religious instruction 
through state-paid teachers during school 
hours, but if we bring in our own teachers 
who are not government-paid, religious 
instruction can be given during the periods 
allotted. 


Was there not an attempt in Sabah to pre- 
vent even that? 
Where did you hear that? Yes, there 





Ancient Christian graves in St Paul's Church, Malacca: no more burial sites. 





65% non-Malays, while sites for mosques 
and for non-Islamic churches and temples 
are almost in inverse proportion. 

Absolutely right. The master plan allots 
513 sites to Islam and only 220 to other re- 
ligions. The number of mosques and suraus 
[mini-mosques] is due to increase by near- 
ly 430%, each serving fewer than 1,500 
Muslims, while non-Muslim churches and 
temples are due to increase by 370% , each 
serving more than 6,500 people. 


What of burial grounds? 

We were given absolutely none. Not 
only Christians but Buddhists and Taoists 
— none. Of course, this plan is not 
finalised and we have raised objections. 


What of the report that new places of wor- 
ship cannot be set up unless the church in- 
volved can provide statistics proving that 
at least 4,000 of its adherents live within a 
five-mile radius, which would make it dif- 
ficult if not impossible to establish new 
non-Islamic places of worship? 
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was such an attempt but it was retracted 
after we protested. 


What of missionaries? 

As you know, we are not allowed to 
bring missionaries into the country. Fair 
enough. We want to make Malaysia inde- 
pendent. But our Catholic Penang semi- 
nary is no longer allowed to accept stu- 
dents from Singapore, while the new Is- 
lamic university will bring in not only stu- 
dents but teachers. Is not this a discre- 
pancy? 


What of the influence of the Islamic radi- 
cals? 

I am certain that the prime minister is 
not in favour of radicalism and the fun- 
damentalists have often been condemned. 
Radicals anywhere — even our own Chris- 
tian radicals — are a nuisance and the 
Muslim fundamentalists continue to exert 
pressure. Malaysia is a mixture of many 
races and cultures and the primary aim is 
to unite the people so that there can be 


progress. We back the government 100% 
on this. The question is how. If 5096 of the 
people are Malays — Muslims — and 
Islam is the largest single religion, the 
pressure from that element of our society 
Is very great. 

When a Muslim talks about the national 
culture, you must remember that Islam 
makes no distinction among culture, poli- 
tics, economics and religion — they are all 
one. That is why we are worried by the 
provision that all university students, ir- 
respective of race or religion, must study 
Islamic civilisation and history in 
Malaysia. I would have been happier if 
they had been required to study all the 
civilisations of this country's religions. 
Can one study the history of a civilisation 
in isolation from that religion, its tenets 
and its world view? 

Tan Sri Tan Chee Khoon expressed 
such worries to Anwar Ibrahim when he 
interviewed Anwar, after Anwar had 
been elected man of the year by the read- 
ers of [the daily tabloid], The Star. In 
reply, Anwar explained that Islamic civili- 
sation was à non-examination course — 
not a narrow study of rituals but an intro- 
duction to Islamic civilisation in the con- 
text of Malaysian society, its history and 
how it related to other cultures — how as- 
pects of other cultures have been accom- 
modated into the national culture and its 
contribution to technology and science. 

I am not sure; I remain very sceptical, 1 
believe there is no such thing as a civilisa- 
tion that is split from its religion, beliefs, 
philosophy and theology. 


Is there a danger, in your view, that, what- 
ever the intentions of the government, the 
process of Islamisation will acquire its own 
momentum? 

As someone said, we are fighting a los- 
ing battle if the non-Muslims do not speak 
out and take a stand on their rights as citi- 
zens. I think that sums it up quite well. 
Parliament is more than three-quarters 
controlled by Muslims. 


Do you think it possible that the govern- 
ment is out-manoeuvring the Islamic fun- 
damentalists — that by allowing more 
freedom of debate they are allowing the 
radicals to reveal their lack of tolerance, 
the lack of economic viability of their 
more doctrinaire proposals, and thus by 
exposing them paving the way for the 
emergence of a moderate national consen- 
sus? 

I do know that the idea of making Islam 
the basis for everything has been explicitly 
expounded by the prime minister and is 
the basis for Umno's [United Malays Na- 
tional Organisation] philosophy. I support 
the appeal which [former prime minister] 
Tunku Abdul Rahman made on his 80th 
birthday to preserve the constitution and 
not to make Malaysia an Islamic state. 

Definitely under the new prime minis- 
ter there is much more freedom to speak 
out. That isa fact. Whether or not it is part 
Of a strategy to defeat the fundamen- 
talists, I don't know. Your suggestion is an 
interesting idea. I pray to God that you are 
right. 
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profi it on the sale of an imported item — 
the maximum profit is Y 1,000. “There- 
fore, we must buy cheaply in larger 
| quantities," he said. 
The strategic chief of the ‘pattaya 
movement is the firm of Nikkei, with 
headquarters in Osaka (which 1, as.a 
senile reporter, still remember as the 
E аѕакі (Gun place we all went during the Occupatión 
4c which has been named Saint Honoré in to get the best reports on inde d 
«| correct reverence to the Paris shopping | Japanese resurgence.) This firm had an 
eet. initial capitalist foundation of ¥30 mil- 
The manager, Takehisa Nakajima, | lion, but now has yearly sales of ¥ 15 bil- 
oudly reports that he js granting an | lion. It provides 8076 of Saint Honoré's 
| average 40% discount on all his im- | stock in trade. 
| ported luxury goods because he is evad- In 1981, Nikkei established battaya 
ing the imposition of non-governmental | contacts with firms in Paris and Milan for 
| duties by local sole agents for gaijin. | direct business deals. It attends auctions 
Until now, those agents have been deal- | of contraband goods impounded by 
| ing directly with exporters in Europe and | Japan's tough and efficient customs offi- 
the United States and often fi ixing a pro- | cials and sells them for a fraction of their 
fit 10 times the imported price of the | original prices. 
| goods, after due payment of customs According to my always well-in- 
| duty and other taxes. formed Tokyo agent, Dr Bob Horiguchi, 
“All our imported goods via battaya | à battaya | member also arranges for his 
are genuine," said Nakajima in a | gaijin partners to provide underpriced 
magazine interview. "A shoulder-bag invoices on goods bought at bankruptcy 
that carries а ¥39,000 [US$170] price- | sales before being shipped to Japan. 
| tag in Tokyo department stores sells for | That low price is granted only because 
321,400 at Saint Honoré. And another | the merchandise is then classified as 
could fetch # 28,000 elsewhere is of- | second-hand, «with reduced» 
fered for ¥6,800. Foreign-made watches | duties. 
carry a 60% "discount." (That should in- The battaya boys have certainly antici- 
[:terest Hongkong watch exporters who | pated last month's appeal by Prime 
ja us hope, now operating in Japan 
‘via battaya. 
He said that his emporium, like other 
discount stores, must sell in large quan- 
‘|. tities and now averages % 500-600 in net 













high-quality gaijin ern 
“Banzai sales” are being | 
rtain. stores, headed by | 
















































maintaining the. posture of welcoming 
foreign manufactured goods without dis- 
crimination.” ~ 





INDIA 


Night-runners of Chambal 


Yet another notorious bandit chief roaming the hills of 
noriher india Suirenders amid pomp and ceremony 


By. Mohan Ram 
New. Delhi: The three-year reign of 
India's self-styled bandit. queen Phoolan 
Devi has come to an end in a bizarre cere- 
mony presided over Бу Madhya Pradesh 
state chief minister Arjun Singh and 
watched by thousands. Clad in uniforms 
which the government had specially tai- 
lored for. them, the 29-year-old Phoolan 
Devi and her associates laid down their 
arms on February 12 in the district town of 
Bhind. 
. There have been similar surrender cere- 
monies. in the past decade for other ban- 
dits, each one made.a legend. in his own | 
ime by the sensational reports of his | 
But Phoolan Devi is something |t 
. special in fact that though the 
put her in prison, she 
' men as she re- 


fused to be separated from her group, one 
of whom is her lover. .. 

Forced into marriage at the age’ ко 13 by 
her impoverished parents, she deserted 
her husband,.married again and was de- 
serted in turn. Later she became the mis- 





gang which kidnapped and raped 
After emerging as а chief in her own 
ht, she carried out. а massacre in Feb- 
rüary 1981 in which 22 people, including 
women and children, were lined up and 
shot because she ut. their villa 





















nt tó the authorities and: her rivals 
е had not fled the country 
оран Devi nd 











Minister Yasuhiro Nakasone to "lend |. | 
understanding and cooperation in firmly | |. 










mel g gain. 


Resourceful — 
stable, reliable. 


The perfect three 
qualities of a life-long 


trading partner. | 
Queensl and has all 
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bandit identified by the unlikely name of 
Muslim caused the ousting in 1982 of Vis- 
wanath Pratap Singh, the chief minister of 
Uttar Pradesh. 

Police sources say Phoolan Devi had a 
succession of lovers and longed to bear a 
son until she was pronounced infertile by a 
village doctor. Some of her superstitious 
followers began deserting her, and even 
her plans to merge with other gangs in re- 
cent years failed because they thought a 
woman who could not have children 
would bring bad luck. Her depleted gang 
could have been tracked down in due 
course, but the government encouraged 
her to surrender so that the chief minister 
could gain political prestige. The inter- 
mediaries who negotiated with her could 
have given assurances of less than strin- 
gent treatment under the law, a common 
practice. 

The surrender was staged at Bhind, in 
the heart of Chambal valley which is 
India's own Wild West. The rugged ter- 
rain of the 2,000-sq.-mile valley, straddl- 
ing the borders of Uttar Pradesh, Madhya 
Pradesh and Rajasthan states, has been а 
haven for scores of gangs. Organised 
large-scale banditry in the Indian heart- 
land, which dates back more than eight 
centuries, is known to have originated 
among dispossessed princes waging 
guerilla battles against ruling kings. The 
ranks of the bandits grew as men wanted 
by the law for murders and robberies in- 


INDIAN OCEAN 
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ley fort: an B00-year-old problem 


volving blood feuds and land disputes 
joined the gangs. British colonial forces 
fought running battles for decades before 
they managed to contain the bandits in the 
Chambal valley by the end of the last cen- 
tury. 

The hold of the princelings has long 
vanished and today criminal elements rule 
the gangs. As the wheels of justice move 
so slowly, many an aggrieved villager is 
tempted to join a gang to seek justice. 
When a gang member is caught he will 
most likely rejoin the gang after serving 
his sentence. Then the cycle of revenge 
against informers sets in and crime esca- 
lates. Typical is the case of Mansingh, af- 
fectionately known as Raja (king) among 


A lease on trouble 


Mauritius continues its campaign for the return of Diego 
Garcia, and says it will grant no base facilities to Moscow 


By Mohan Ram 

New Delhi: Mauritius will try to persuade 
the non-aligned summit here in March to 
demand the dismantling of the United 
States base on Diego Garcia. The island 
republic thinks such a declaration will help 
its diplomatic offensive to recover the 
Chagos archipelago to which Diego Gar- 
cia belongs. Britain detached the islet 
1,200 miles north of Mauritius in 1965 as 
part of the deal which led to the colony’s 
independence in 1968. 

London has leased Diego Garcia to the 
US for 50 years. It is the only nuclear base 
which Washington has in the Indian 
Ocean. It is also the staging post for the 
Rapid Deployment Force. The leftwing 
alliance of the Mauritian Militant Move- 
ment and Mauritian Socialist Party which 
ousted Sir Seewoosagur Ramgoolam and 
his Labour Party at the June 1982 elec- 
tions had made the recovery of Diego 
Garcia and the Chagos archipelago a 
major issue. 

The new government got the National 
Assembly to proclaim Mauritius’ sov- 
ereignty over the archipelago. But it has 
backtracked on its earlier decision to take 
the issue to the International Court of Jus- 
tice in The Hague because it found that 


30 


the court can arbitrate only if both the par- 
ties agree to it. 

For Mauritius, Diego Garcia and the 
Chagos archipelago is an issue concerning 
Britain and has nothing to do with the US. 
Prime Minister Aneerood Jugnauth, on 
an Official visit to India in February, dis- 
closed that when he discussed the issue 
with British Prime Minister Margaret 


Thatcher: ‘conceded sovereignty.’ 








the legendary bandits of independent 
India. After completing an 11-year term 
for murder, he vowed vengeance and 
chalked up 185 murders, 1,102 robberies 
and Rs 500,000 (US$50,000) in ransom 
money before he was killed in a clash with 
police in 1956. Most bandits are known to 
be devout followers of Kali, the goddess of 
destruction, and adhere to the code of the 
outlaw scrupulously. Some chiefs even 
dispense justice in areas they control. 
However, since 1960 more than 500 
bandits have surrendered to receive le- 
nient sentences. Once free from prison, 
they often form links with local politicians 
who use them as strong-arm men in elec- 
tions. u 


Thatcher, she had conceded his country's 
sovereignty over Diego Garcia. But she 
thought the island base was necessary to 
defend democracy and the West and could 
only be returned when the need for such a 
defence posture ceased to exist. 

Jugnauth said that the compensation 
which his country had obtained (and its 
demand for more) related to the rehabili- 
tation of the 1,500 people displaced from 
the island. The payment was not in return 
for the sovereignty over Diego Garcia. 

The circumstances surrounding the loss 
of Diego Garcia are still not clear. Ram- 
goolam was a party to the agreement 
which detached the atoll from Mauritius, 
though he claims not to have known of the 
plan to lease it to the US. Later, he failed 
to persuade Britain to return Diego Gar- 
cia so that he could negotiate a long-term 
agreement with Washington directly. A 
select committee was set up in the Na- 
tional Assembly to look into the cir- 
cumstances surrounding the detachment 
of Diego Garcia. Ramgoolam testified be- 
fore it and a report is to be presented to 
the assembly. 

While the findings of the report might 
become a political issue in Mauritius, 
there is little prospect of Mauritius getting 
the atoll back. But Jugnauth dispelled 
fears that, out of frustration, his country 
might extend base facilities to the Soviet 
Union to balance the US presence. Jug- 
nauth said both the superpowers were pre- 
sent in the Indian Ocean, though the 
Soviet presence was at a lower level. But it 
was not a matter of degree and he wanted 
both of them to quit the Indian Ocean. 
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Maharishi Mahesh Yogi 


Founder of the Science of Creative Intelligence, 
Maharishi European Research University, 
Maharishi International University, Maharishi 
University of Natural Law, and the World 
Government of the Age of Enlightenment 
à ation has enveloped the family of 
nations, and the inevitable depen- 
dence on other nations has robbed each 
country of its natural freedom, Maharishi 
has made available the integrated science 
of natural law composed of the objective 
approach of modern science and the sub- 
jective approach of ancient Vedic Science 
which provides a technology to raise any 
nation to command the infinite power of 
natural law. 
Here is the opportunity for every nation 


to restore its dignity and freedom and 
perpetually maintain its sovereign status. 


Any government can utilize this strategy 
of invincible defence. The technology has 
been developed, tested, and proved; now 
it is just a matter of applying it and gaining 
the invincible authority of the total poten- 
tial of natural law. 

This will reinforce any existing strategy 
of national defence in any country and will 
bring national self-reliance, self-sufficiency, 
and the dawn of real freedom in invinci- 
bility, even to the smallest nation. 

In this nuclear age, when every nation is 
incapable of defending itself, when the 
United Nations has declared its failure to 
serve as a unifying platform, when the 
Security Council survives only in name, 
when the superpowers themselves are most 
afraid of each other, and when every nation 
is at its wits’ end to find a real friend 
when in need, the World Government of 


oday, when the fear of annihil- 


А DEFENCE. 


|. STRATEGY 


THE WORLD GOVERNMENT OF THE AGE OF К 
ENLIGHTENMENT OFFERS to every котен [ 
ment the invincible strategy of defence, which uses - 
the infinite power and intelligence concentrated i in 
the unified field of all the forces of nature. This will — 3 
neutralize the destructive capabilities of all. those - 
who possess the power of destruction found at the 
electronic and nuclear levels. 


Unification of the Four Fundamental Forces of Nature 
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the Age of Enlightenment offers indomi- 
table strength to every nation through 
Maharishi’s invincible technology of de- 
fence which uses the infinite potential of the 
unified field, the source of all intelligence 
and power in nature. 

Alliance with natural law is the only way 
now for any nation to survive with the 
dignity and freedom that should belong to 
any sovereign state. 

` Alliance with natural law is the clarion 
call of our scientific age. 
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Infinite Organizing Power of Nature 
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Infinite Dynamism 


Strategies of defence using the electronic 
and nuclear levels of nature threaten total 


annihilation. Alliance with the unified field _ 
of natural law offers invulnerable secur- _ 


ity—invincible defence. Each nation is in- 
vited to make its choice. 
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World Government 
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Sun; Taiwan warship visiting South Africa: courtship becomes a marriage of convenience. 


FOREIGN RELATIONS 


А bridgehead in Asia 


The relationship between Taiwan and South Africa provides 
a psychological boost as well as trade benefits 


By Andrew Tanzer 

Taipei: Diplomatic isolation and mutual 
interest have narrowed the vast distance 
between South Africa and Taiwan. Fol- 
lowing a brief courtship beginning in the 
late 1970s, the two countries have entered 
a sturdy marriage of convenience marked 
by close commercial, economic, political 
and military ties. Taiwan is today South 
Africa's best friend in Asia, if only be- 
cause Pretoria lacks suitors: Hongkong 
and Japan are the only other areas in the 
region maintaining diplomatic relations 
(via Britain in Hongkong's case) with the 
African pariah and each has only consu- 
lar-level links with South Africa. 

The rapidly maturing romance has had 
its tangible side, such as rocketing bilat- 
eral trade, and its intangible one in the 
strong psychological boost which the 
friendship provides the two staunchly 
anti-communist governments. Each side 
uses its embassy as a listening post in a dis- 
tant region. Taipei is Pretoria’s 
bridgehead in Asia and as one of only 
three major nations with which Taiwan 
has diplomatic relations (Saudi Arabia 
and South Korea are the others), South 
Africa gives Taiwan's diplomats rare ac- 
cess to a large number of their counter- 
parts from Western countries. 

South Africa is a newcomer to Asia, 
though it has a long-standing Chinese con- 
nection. Near the turn of the century the 
British took 50,000 Chinese to work in 
South Africa's gold mines. There was a 
Chinese consulate in Johannesburg dating 
from before the founding of the Republic 
of China in 1912. Most of the Chinese 
went home, but the consulate stayed 
open. The Chinese community in South 
Africa today numbers 9-10,000. 


32 





The couple were just ordinary friends 
until 1976 when Taiwan raised its dip- 
lomatic strength from consulate-general 
to embassy level. Taipei's move was prag- 
matic diplomacy. It had already lost its 
seat in the United Nations in 1971 and had 
lost its battle to woo the dozens of new Af- 
rican states emerging in the 1950s and 
1960s (Lesotho, Swaziland, Malawi and 
Ivory Coast are the only African countries 
maintaining diplomatic ties with Taipei). 
Taiwan reckoned — quite rightly — that it 
had nothing to lose and much to gain by 
playing the Pretoria card. 


elations improved dramatically after 

the opening of embassies, as was sym- 
bolised by Taiwan Prime Minister Sun 
Yun-suan's visit to South Africa in March 
1980, and Prime Minister Pieter Botha's 
reciprocal trip to Taiwan in October 1980, 
the South African leader's first official 
visit abroad (REVIEW, Nov. 7, '80). The 
partners quickly stitched together a broad 
range of agreements covering commerce, 
shipping, aviation, science and technol- 
ору. A conference on economic and tech- 
nical cooperation was upgraded to 
ministerial level in 1979. 

Each side showed the importance it at- 
tached to the relationship by dispatching 
senior diplomats. Taipei's ambassador in 
Pretoria, H. K. Yang, is a former vice- 
foreign minister. The South African am- 
bassador, Louis Vorster, formerly served 
as chief of protocol in Pretoria's Foreign 
Ministry and as ambassador to Malawi. 
The South African Embassy in Taipei has 
eight people with diplomatic status, in- 
cluding two military attaches and one 
commercial attache. Taiwan has a total of 








29 diplomats in its embassy in Pretoria and 
consulates-general in Johannesburg and 
Cape Town. 

Two-way trade soared from US$56 mil- 
lion in 1974 to US$685.9 million in 1981 on 
the back of high economic growth in the 
two countries and the complementary na- 
ture of their economies (each accorded 
the other most-favoured-nation status for 
exports in 1975). South Africa, rich in na- 
tural resources, ships bulk commodities 
and raw materials, including maize, sor- 
ghum, wood pulp, coal, minerals and 
basic metals to Taiwan. The island sends 
back manufactured goods, including tex- 
tiles, garments, footwear, electronics, 
machinery and sports goods. 

Maize has been South Africa's leading 
export item because of a series of govern- 
ment-to-government agreements dating 
from 1973. The most recent accord, a 
three-year contract signed in 1982, calls 
for Taiwan to import 600,000 tonnes a 
year. Some of the coal imports, now the 
second biggest trade item, are covered by 
long-term contracts. Taiwan Power Com- 
pany (Taipower), a state-run utility, has 
agreed to import 12.9 million tonnes of 
coal from 1981-90. Other coal consumers, 
such as cement plants, deal with South Af- 
rican suppliers on a private basis. 

South Africa is also going a long way to- 
wards satisfying Taipowers uranium 
needs. During Sun's 1980 visit, Taiwan 
signed a US$400 million contract to pur- 
chase 4,000 tonnes of uranium between 
1984 and 1990, by which time six nuclear 
reactors will be operating on the island. The 
yellowcake will be shipped to the United 
States to be enriched and processed and 
then will be re-exported to Taiwan. 

After years of astronomical growth 
(46% in 1980, 60% in 1981), bilateral 
trade fell back to earth in 1982 under the 
weight of economic recession. Taiwan’s 
shipments slumped 23.1% to US$242.9 
million, after having doubled in 1980 and 
1981. South Africa’s exports plummeted 
39.6% to US$223.6 million, following 
rises of 24% and 39%. Last year marked 
Taiwan's first surplus in trade between the 
two partners. 
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from all nations. A°30-40% appreciation 

in the New Taiwan dollar's value against 

the rand over the past couple of years has 
cut deeply into the competitiveness of the 
island's merchandise. 

Sagging export orders and mounting in- 
ventoriés reduced Taiwan factories’ de- 
mand for South African raw materials and 
in 1982 falling prices lowered the value of 
maize imports. Raphaely, a big South Af- 
rican. trading company; saw its steel-ex- 

“port business — worth up to USS60 mil- 
lion à year — nearly dry up in 1982 after 
‘China Steel Corp, came on. stream with 
new capacity for hot- and cold-rolled steel 
products. The trading house did start ship- 

ping a new product during the year — 

fresh fruit — but it will take more than ap- 
ples and citrus produce to make up for 

200,000 tonnes of stéel. 
































ronically, 


through a programme. which saw a 
number of engineers from the state-run 
steel enterprise undergo: training in South 


‘Africa. Pretoria ‘has also: given Taiwan 


technical assistance in mining; medicine, 
nuclear power and railways. In return, 


Taiwan agriculture specialists have pro- | 


. vided help in'sericulture and in raising 
freshwater prawns. 
Тп contrast to the brisk growth of trade, 


investments have been slow in develop- 


ing. South Africa's lone investment in 
Taiwan is à diamond-cutting factory set up 
in February 1982 in a Kaohsiung export- 
processing. zone. Five South. African 
‘banks have expressed interest in opening 
branches. or representative. offices in 
Taipei, but so far none has received ap- 
provdal from Taiwan's Finance Ministry. 


Earning. thé ministry's nod might involve |- 


‘reciprocity under which ^a local bank 
would open an office in South Africa. 
А few years ago there was talk of some 


of Taiwan's state-owned enterprises, such - 


as Taipower, Taiwan Aluminum Co. 
(Talco) and Taiwan Metal Mining Corp., 


(TMMC) investing in big projects in South 


Africa. The plans have been shelved. for 
various reasons; Taleo and "ММС, for 


example, are drowning i in red ink because 


of soaring electricity costs for smelting. 
Private manufacturers have made a bet- 


ter showing, investing in light industry in; 


the black ‘homelands, or black national 
states as Pretoria calls them. The Corpo- 
ration for -Economic 


in the homelands, has sought Taiwan in- 
vestors through a Taipei office. The CED 
-entices foreign investors to the homelands 
by offering subsidised loans, land and fac- 


“= “tory space at low rentals, tax concessions, 


subsidised housing and.partial rebates on 
“product-transport. costs. “Some govern- 
uments; such as Japan, forbid their manu- 
"Cfacturers to invest inthe areas. 77 
To. date the CED has approved 20i in- 


"rica to slap a 10% surcharge on imports - 


the. South Africans lent 
China Steel a helping hand in. 1980 


" Development- 
(CED), a semi-governmental South Afn~ | 
сап agency set up to promote investment. 





import acrylicy 

the finished garments locally and abroad. 
A proposed US$! ‘million furniture fac- 
tory nearby will export rattan furniture: 
One barrier to more investments is the 
great difficulty foreign factory managers 
have getting work Jem in South Af- 
rica. 

“Ait links, another one of the fruits of 
Sun's visit, have also drawn the géographi- 
cally distant friends together. South Afri- 
can. Airways (SAA) began a weekly 
round-trip.service between Johannesburg 
and Taipéi in November 1980. However, 
China Airlines, granted traffic rights on a 
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ing SAA landing rights. 

SAA has yet to. break even o 
Taiwan route (it does make mon 
weekly Hongkong flights). The: avei 
load factor of 60% in 1981 inched uy 
62% in 1982, but only because the air! 
removed some seats on the flights. 
hopes to reach the. projected break:e 
point of 70% in 1984-85. Cargo dropi 
‘sharply in. 1982, largely “because. 
Rubik's cubes -— which accou 
25% of Taiwan's cargo shipments in 19 














| 15-19 Bent Street, Sydne Liqui | 
of the Newcastle Region tive Limited this: кле: real , 


estate is offered for Se by tender. 


854-868 HUNTER STREET, NEWCASTLE - 


Development application has been granted by Ae. 
Newcastle City Council for: fe 


e 180 APARTMENTS © PROFESSIONAL SUITES 
e RETAIL SHOPS . e TAVERN 


Site Area 12,291 sq.metres (132,299 sq.ft.) including rights of way. Р 
Designed as a major retàil store, the main structure is brick and concrete : 
over four floors, including 338 parking.spaces on-site plus numerous 
small buil Idings. 13,848 sq. metres (149,058 вд. ft.) of retail floor Space. 
»105 metres (340 ft) main street frontage to Hunter Street. Access all: 
sides, : 

Agents enquiries welcome. , 
Present weekly gross income is $A4,130 for Gne floor only and carpark 












































NEWCASTLE is approximately 200 kilometres north of Australia s 
premier city - The Fabulous Sydney. 
tis the second busiest port i in Australia, with extensive coal loading 
facilities. 

industries include aluminium smelters, chemical plants, ега sands, 1 
‘timber, wine and meat. 





For further particulars, includin: brochure, contact Mr. E.G. Chant or ` 
Mr. Coates of: 


Deloitte, Haskins & Sells, 
15- 19 Bent Stréet, Sydney NSW 2000 Telephone (02) 221 231 1 Telex 22822 


` TENDERS CLOSE IN. SYDNEY ON. 26TH APRIL 1 pace 


















has been found guilty of вехиайу. abus ng 





a well-public sed visit. 
ili tees officers to 
By Sheilah Ocampo-Kalfors . 
Olongapo City: In a four-day court-mar- 
tial by United States Navy authorities in 
Guam that ended on February 3, Chief 
Petty Officer Daniel Dougherty, 40, was 
fond guilty on 13 counts of carnal abuse 
of children, but was acquitted of other 
serious. charges brought against him in- 
cluding rape, sodomy and battery. The of- 
fences, which. were committed in the 
Philippines, were particularly sensitive 
because they involved child prostitutes — 
one thought to: be only nine ‘years old. 
Dougherty was jailed for one year. — ^ 

The case first came to the attention of 
| Philippine authorities in June last year 
when one of the. girls, Anita Diego, 13, 
complained: of raslies гапа sores on her 
? genitals. (She had confided in nuns at the 
| by John Paul XXIII community centre 
y located next to the huge 

y base.) Subsequently, two 
thier girls | Aiinaliza Morales; 12, and her 
half-sister Marilu, 14, appeared at the 
аг complaints. - 
rmined that the girls 
eal diseases, a discreet 
nched by Olongapo 
City Mayor Richard Gordon who located 
‘nine other girls, mostly youngsters, also 
suffering from venereal disease. The in- 
vestigation showed that Dougherty was 
the girls’ frequent customer, All 12 young- 
sters were admitted to Olongapo General 
| Hospital and placed in the custody of the 
mayor's office. Instructions were given to 
ais | hospital staff that none of the girls were to 
speak to anyone without permission. `; 

It was not surprising that Gordon tried 
to keep a lid on the case, considering the 
stir caused in recent years by similar cases 
coming to public attention. In late 1981, 
_ French TV journalists produced a film cal- 
led Streets of Manila which showed child 
prostitutes operating in one of Manila's 
sleazier districts. And more recently 
British and American media have touched 
on the same sensitive issue. 

The Olongapo City case may well have 
remained under wraps if four ofthe girls at 
the. hospital had not.slipped.out from 


lying Afrikaans, о т in prepa- 
ration for taking up posts as military at- 
aches in Pretoria: awe are 2 Currently 




























government official. 
ninvolves the 7 





ledged assistance to the 
ates in their struggle. 
ndence and black 


ana year ago, 
to South A; 


- would hostthe state banquet and 
other activities. And Taiwan, which only 
recently won a- long struggle to be 
reinstated in the Olympic movement, is 
maintaining а low profile in its recent 
ports competition with South Africa. The 
isit -of a South African. rugby team of 
choolboys in early 1982 was kept quiet. 
"We. have to guard against losing our 
Olympic status,” said a povernniont offi- 

ial. 

“If the rapid expansion which charac- 
erised relations until recently has trailed 
off, it is only because the two sides have al- 
cady drawn into a close friendship. South 

Africa is no doubt keen to expand ties with 
other Asian -nations- but;- for. the. time 
cing, it will have to sit tight in its Taiwan 
ridgehead and search for back-door en- 
rances. For example, Asean. boycotts 
fade, butimports South African products 
abelled: “Zimbabwe” or. shipped from 
E Mozambique. Even Chinais now allowing 
-ir South African tourists: ‘who trave 3 























July last year and told their tales to Fr 
Shay. Cullen, an Irish Columban priest 
who runs a drug rehabilitation centre in 
the city, Ininterviews taped by Cullen, the 
following profiles of five of the girls 
emerged: . 

» Jennifer dela Pena, who claimed to 
be 11 years old, but is believed to be about 
nine by nuns who have interviewed her, 
was introduced to Dougherty by another 
youngster named Maya. Jennifer told Cul- 
len: "I need money, so I allowed Doc [the 
girls‘ nickname for Dougherty] to have sex 
п] with me, but it was Leo, a. merchant 

| marine [sailor], who took my hery, He 




















-under the watchful eye of authorities in. 





young girls, but the problem of child prostitution remains - 





















paid me 178820, but I asked for US$40 ad- 
ditional.” Jennifer was found to be suffer- 
ing from gonorrhoea. 

» Anita Diego, 13, said she was raped 
by a policeman behind a village fire station 
and after that experience became a prosti- 
tute. She said she did not know-how many 
men she had been with since then, butthat 
she took on both Filipinos and Americans 
whenever she needed money. She said she 
had sexual intercourse with Dougherty at 
least. three times a week at опе time. 
Dougherty paid her P125 (US$13.3) the 
last time she saw him, on June 25. Anita 
was suffering from herpes genitales. . 

» Annaliza Morales, 12, said she did 
not know who her father was. Her mother 
supports her five brothers and sisters by 
washing clothes..Annaliza also said village 
police had raped her before she became. a 
prostitute. Dougherty paid her. about 
P200 for her services. Annaliza was 
treated for secondary syphilis, — . 

» Marilu Morales, 14, said she.sold.her 
virginity to Dougherty for P 250, She later 
worked as a bar hostess. о 

» Susan Guevarra, 14, said her parents 
were separated. She said another girl per- 
suaded her to sell her virginity to 
Dougherty for P300. Susan later dropped 


. out of school and became a bar girl. She 


was suffering from syphilis. 
When Cullen exposed the girls" stories, 


. Gordon initially denied the prostitution al- 


legation, claiming instead that the girls were 
rape victims. He attacked Cullen formak- 
ing thé Dougherty case public while it was 
still under investigation. Later, Gordon 
conceded that there was. a business link 
between the girls and Dougherty, who by 
сапу July had been discreetly transferred 
from the Philippines — officially because 
his normal tour of duty had ended. It was 
later learned that Dougherty had not had 
venereal disease: during the time he had 
contacted the girls, a fact that also weak- 
ened Gordon's initial claim that the girls 
were not prostitutes. 

Seven- of the girls testified. at 
Dougherty's court-martial, but Jennifer 
was not among them — some, say because 
her youthfulness would. have. generated 
even more bad publicity for the Philip- 
pines. But more bad publicity is inevita- 
bie... There. are. an estimated 16,000. bar 
girls registered. at Olongapo City's social 
hygiene clinic. The girls are. tested there 
weekly for venereal infections and other 
diseases. And among the 16,000 there are 
likely to be more: Jennifers. Social Ser- 
vices Ministry sources told the. REVIEW 
that the. government-run Marilac Hills re- 
habilitation . centre. for..girls, in Metro- 


Manila, has been. home: for about 200 
| underaged victims of the city’ s otorious | 
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Dotted along these E 
are resorts of an international 
standard. Rantau Abang, 
where giant leather-back 
turtles come ashore-to nest 
between May and September. 
Tanjong Jara, Malaysia's 
newest resort.sited around a 
horse-shoe shaped lagoon. 
And Club Mediterranee, the 

ipren AN tie only resort of its kind in Asia. 
ud e S Bastand But ii you wish to get away 
- Allrunning to the | from it all then visit our states 
Warm tropical seas. of Sabah and Sarawak where 
Dc not far the beaches are soft, golden 
Kuala Lumpur is Port and unspoilt and where the 
where you could Sunsets are without doubt 
, collect а some of the most enchanting 
П or Sail, windsurf ог | in the world. 
d over 1 the E waters So why not experience them | 
all by completing 
the oer fesse 
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To create a really top b 
we started at the be 


Announcing the arrival of Thais new 
Royal Executive Class. Cre 
Designed to improve 
Business Class, we started out 
where a passenger spends 
most of his journey. 
On his seat. 
The result, on our 
747 Jumbos, is a First Class 
seat in every sense of the 


word. Bigger. Wider. More comfortable. 
Not surprisingly, we 
needed more room to put them. 
So we created two 
spacious areas. One located 
upstairs where the First 
Class lounge used to be. 
The other downstairs 
with only twenty-four seats 
instead of thirty-five. 





iness class 





This means the aisle is not only 
wider, but theres considerably more space 
between your seat and the one in front. 

Catching forty winks is 
also easier because the new seat 
reclines a full twenty inches. 

Enough on seating. 

On to eating. Part of any great 
service is serving great food. 

In Royal Executive Class 






Royal 
F yell 


ШО g 
Class с» 


we go one better and give you a choice 
of menus. 
So now you can choose between 


the Chicken Legs and the Beef Stroganoff. 





Served on elegant china with fine cutlery 
and table linen. 

Other niceties in the air include a 
selection of excellent wines and liqueurs, 
cheeseboards and baskets of tropical fruit, 
electronic headsets for your ears and 
comfort socks for your feet. 
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On the ground we offer speedy check- 
in at special Royal Executive Class counters 
plus lounge facilities at most airports. 

What's more, all this can be enjoyed 
for just the full economy fare, or a little 
more on certain intercontinental routes. 

Royal Executive Class is also available 
on our DC10 flights to the Middle East 
and our A300 {| routes throughout the Orient. 
So even if « \ you change planes, you 

—— "X. start and finish your 
journey in style. 
* Fortheultimatein 
© Business Class, fly Thai's 
Royal Executive Class. 

We think you'll 
appreciate it from top 
to bottom. 





That s 





OUR EXECUTIVE BUSINESS CENTRE: 
NO REQUEST IS TOO BIG OR ТОО SMALL 
EVEN AT 2 A.M. 


Shangri-La hotel» HONG KONG 


Telephone: 3-7212111, Telex: 36718 SHALA HX 


NH 
Other Westin Hotels in Asia: 
Shangri-La, Singapo 
Philippine Plaza, Manila 
Chosun, Seoul 





"beas far as 3 | | 
the creatio i tive security agreement 
for the Gulf, an en cavour being sponsored by 
Saudi Arabia and supported by the United States. 
Nevertheless it has achieved significant progress 
in increasing socio-economic cooperation between its six« o 
members and in reducing the level of friction between Oman | б. 
and its communist neighbour, the Peoples’ Democratic . itself, Moscow's policies in 
Republic of Yemen (South Yemen). Soviet-backed regime's virtual 
Optimism was high on the eve of the third GCC summit last Yemeni-sense of identification 
November when rulers of the six member nations (Saudi Arabia, the region from whom their prese t rulers have isolated th 
Bahrain, Kuwait, Qatar, Omanand the UAE) met with the Я 
avowed intention of signing a joint security pact. However, the ju while, the Soviet Unions was ag to, pou 
meeting dispersed for another year without an agreement either j 
on joint defence or on joint support for Iraq's war effort against: 
Iran, much to the disappointment of the Saudis. 
Nevertheless, the GCC registered a considerable trium 
when, under its aegis, the Sultanate of Oman and South Yemen | 
signed a rapprochement agreement on October 27, 1982, endin 
the hostile confrontation which has marred relations betwee 
the two countries ever since 1967, when the British quit A 
and South Yemen achieved independence under a communist. 
government which has since en joyed Moscow's active support. 
Since that time the Aden regime had consistently attempted 
to overthrow the sultanate. It first supported and supplied an 
armed rebellion and a terrorist campaign and later, as the more 
enlightened policies of the present sultan replaced the: 
obscurantist authoritarianism of his father, it critically 
weakened the insurgency by mounting a campaign of subversion | Omar was not only a-drain on Moscow's resoure s but it had. 
and hostile propaganda. become clear that it was also futile: Aden had all too obvious! 
Although the October rapprochement referred to.a border | failed to destabilise Oman and had lit j 
dispute, setting up a committee in which Furthermore, if South Yemen were 
Kuwait and the UAE will participate to solve = welcomed into ће Сш fraternity, the 
the issue in accordance with the borders could well be lulled into sucha sense of ^ 
existing in 1967, there was little real cause ша De Sara EA complacent security that defence 
forthe Oman-South Yemen conflict apart om tne ull, Berek Vavies т expenditures might be lowered and Saudi 
from ideological differences and, Hongkong co-authored hopes of achieving a joint security agreem 
presumably, Yemeni ambitions to gain The Superpowers. frustrated. With their guard lowered, t 
possession of the Omani oilfields. : _ Gulf states might be persuaded to distan 
ThesuccessofSaudidiplomacy and тпс AAA |; from the US both politically a 
GCC in bringing the negotiations to militarily, while South Yemen itself.could: 
rapprochement was unexpected. South Yemen provide a medium Бу which the Soviet Unioi 
had previously been а faithful follower of could enlarge and expand its influence and 
Moscow and was regarded as the primary agent presence in the region. 
of Soviet ambitions to expand its influence in Such suspicions were enlivened by the 
the Gulf and the Indian Ocean. South Yemen's failure of the November GCC summit to ag 
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climb-down was complete: the two countries Ой Investment 44 on a joint security pact, despite the: high 
committed themselves to establish normal : optimism voiced on the eve of the meeting: | 
relations on the basis of mutual respect and Gulf Cooperation Saudi Minister of Defence Prince Sultan bin: 
non-intervention in the other's internal affairs; Council _______. 46 Abdul Aziz had declared emphatically that 
to resolve their differences (including the Souk Al Manakh 51 the main issue before the six heads of state ^ 


would be “defence coordination in the Gulf — 
for collective security." Simultanéously; ^ 
Bahraini Minister of Information Танд 
Abdulrahman Al Moayyed had expecte 
third summit to prove "the first truly | 
conference in view of the fundam 
decisions to be tak 


shadowy border dispute) by friendly and 
peaceful means; to end all media and 
propaganda campaigns; to renounce all 
ambitions against the other's territory and to 
prohibit any foreign troops to use either's. 

terit o mount aggression or provocation. 
ot math Yemen's volte-face > 


Finance _______.. 52 
The Gulf in pictures _. 54 
Arab Aid 56 
United Arab Emirates — 57 
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nd defence." After the summit; Bahrain's s Foreign: Minister ] 
Sheikh Mohammed bin Mubarak had conceded the existence " 
of differences on some unidentified issues but had blocked: 
further questions with the remark: "We do not talk. publicly. 
about military aspects of our cooperation". 
Although political and economic integration of the Arabian 
Peninsula remains Saudi Arabia's burning desire, it does not 
ike to be seen pushing too hard. Given its predominant position 
on the peninsula and its old history of tribal rivalries, it can ; 
arouse suspicions easily. Understandably, rather than working 
directly on some of the highly sensitive politicalissues, it prefers 
to work through member states depending upon its largesse. 0 
Conscious. of their limitations vis-a-vis Saudi Arabia, other Gulf 

es deinen enthusiasm " y concept but are: 
ti iselves to concrete 
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For instance, apart from draggin heir feet.on joint defence, 
participants at the summit failed along with a proposal to 
«announce joint support through collective contribution to Iraq's 
war effort, Saudi Arabia — to its Consternation — found Kuwait 
and the UAE firmly against the GCC Takinga collective stand 
against Iran. | 
The GCC's position was best: summe: up by 
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` demanding caution versus the threat posed by Islamic 


` DIEGO GARCIA 


BEVIEWMAP by Pant Таа. 


shrewdest Arab diplomats, secta gent of the 


within the framework of non- alignment. 


the Saudi effort because the Gulf is experiencing too 
many contradictory impulses. It wants the US to ensure 


; N: alignment is used for slowing rather than blocking 


e security-of the region but does not want itself to be seen 
‚ encouraging this US role, The Iran-Iraq war — described as a 


strong element of instability in the région '— is also seen as an 
event keeping at bay two potential threats to the Arabian 
peninsula. As one experienced diplomat told the REVIEW: 
“They were apprehensive firstof Iraq pushing too far into Iran 
and now, with the Iranians gaining an edge, they are worried 
about Iran pushing too far into. Iraq. The clear ascendancy of 
either creates panic here." ` 

Similar contradictory. impulses are dyitastic and tribal rivalries 





resurgence and Palestinian radicalism necessitating quick 


ecurity. Further, public claims of the 







-circles that Arabism and Islam cannot be separated are — 
. countered by private complaints of анай Азы: 
revolutionaries interpreting Islam too literally. 

It looks ironical (but explicable) in terms of Arab history 
that a people who, until less than two decades аро, roamed the 
peninsula freely without experiencing the barriers erected by 
modern statehood, are now locked in bitter border disputes. 
Bahrain is in dispute with Qatar over AI Hawar Island, which 
is said to be rich in offshore oil. Similarly, the discovery of a 
big field of condensates has reopened a border dispute even 
between the UAE's federating units of Sharjah and Dubai, 
which stationed tanks on the border in November to prevent 
Sharjah’s foreign contractors from drilling. 

Acutely conscious that the region's border disputes were the 
main obstructions to Saudi Arabia's long-term objectives, the 
Saudis assumed the lead in efforts to settle them, Their basic 
thesis was that South Yemen — to their own and Oman's south 
— was and possibly still is the Soviet key with which Moscow 
hopes to open access to the Arabian Peninsula, while the 


presence of Cuban, East German and Soviet military instructors | 


in South Yemen represented the greatest (and increasing) threat 
to the region. Riyadh was the prime mover in the diplomacy 
which led to the Oman/South Yemen rapprochement and in 
initiating ministerial-level dialogues to settle other border 
disputes. 

Tensions certainly relaxed in the aftermath of the 
rapprochement and the propaganda war between Aden and 








Qaboos bin Said, is due to pay a state visit to the US in mid- 
April, which undoubtedly will also be denounced by Aden. 
However, it is known that the sultan, who kept US troops at 
arms length for many years, is no US puppet. Although in 
Washington he is likely to stress America's responsibilities for 
the peace and security of the region, he is also expected to warn 
the Americans not to take their friends for granted — to 
embrace but not squeeze them to death, a nuance which may 
prove difficult to communicate to President Ronald Reagan. 


a secret GCC agreement on thé exchange of 

intelligence data, especially on political dissidents. More 
importantly, it now has security agreements with each GCC 
state separately, except Kuwait which considers such an 
agreement unnecessary. Agreements between Saudi Arabia 
and Oman, UAE, Bahrain and Qatar followed the discovery in 
December 1981 of a plot to overthrow the ruling А! Khalifa 
family of Bahrain, 

The bilateral security agreements, though unpublicised, are 
said to exclude creation of any integrated military command or 
joint military planning or even full coordination in military 
activities. But faced with several GCC states’ insistence on 
preserving their independent military structures and full 


O~ concrete achievements of Saudi diplomacy include 
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US Marines in Thailand (1982): they could be in the Gulf when needed. 





freedom of military planning, Saudi 
Arabia has toned down its joint- 
security-pact proposal. It now wants 
the proposed GCC pact merely to 
duplicate bilateral security pacts that 
are said to be identical. The toning 
down of the proposal is said to 
"have been done before the third 
summit at Bahrain but differences 
continued. r 
This reluctance, however, could 
disappear with the end of the Iran-Iraq 
war that would free Teheran to back 
the Palestinians in their bid to 
radicalise peninsular politics. Some 
analysts argue that the Palestinians 
are pacified right now by the swing of 
world opinion in their favour following 
the Beirut tragedy but that their mood 
could turn ugly soon. They may not 
wait beyond the middle of this year 
and begin adopting violent tactics. 
IThat could signal the beginning of a 
Saudi-Iranian struggle for political 





Muscat virtually ceased. South Yemen naturally denounced 
the joint military exercise held by Oman and the US in 
December 1982. Codenamed Bright Star it was the second such 
joint exercise, following Mid Link mounted with US troops 
who arrived in Oman in December 1981. Masirah Island, the 
nearest strategic military base which could command the Straits 
of Hormuz — and thus access to the Gulf — was the focal point 
of the latest exercise. Along with a string of other US staging 
posts from Ras Banas in Egypt through Berbera in Somalia to 
Diego Garcia in the Indian Ocean. Masirah's base facilities are 
being developed swiftly. 

Aden's response to the exercise was naturally hostile but 
couched in language less inflammatory than its pre- 
rapprochement style. A South Yemeni spokesman said that 
Aden had been "surprised and even shocked" by the 
manoeuvres, while Aden Radio said that it was clear that they 
showed that the US still aimed to bring the region “back to the 
era of direct imperialism, hegemony and imperialist control" of 
the resources, wealth and peoples of the region, adding that 
the exercise “will undoubtedly harm the good results of the 
positive efforts exerted during the negotiations" leading up to 
the rapprochement agreement. 

Nevertheless, Oman is determined not to loosen its close 
links with the West and with the US. The country's ruler, Sultan 
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— = dominance of the peninsula, forcing 
smaller Gulf states to choose between the two rival regional ~ 
spheres of influence. The choice is expected to be in favour of 
Saudi Arabia 

Following the attempted subversion in Bahrain, Kuwait this 
year expelled several thousand foreigners, most of them Shia 
Muslims. Bahrain shipped out about 300 to Iran and Bahrainis 
now allege that Gulf dissidents are receiving military training 
at two camps in Iran and one in Syria. Political indoctrination 
at these camps is said to be primarily against Saudi Arabia, 
portrayed as a US surrogate covertly supporting Israeli moves 
in the Middle East. 

Faced with these and other uncertainties, Omanis going along 
its chosen path of close links with the Western powers — hence 
its participation in the Mid Link and Bright Star manoeuvres. 

The US is no longer as vitally dependent on Gulf oil as in the 
1970s and should be much less so by 1984 when Chevron drilling 
on the Santa Barbara coast is expected to begin pumping out 
1.1 million barrels a day. All the same, the 999,289 sq. miles of 
Arabian desert containing 56% of the world's known oil 
reserves in a vital strategic location is considered too important 
to be abandoned to its own instabilities. The stepped-up 
preparedness is in that context. 

The Unified Southwest Asia Central Command, based at 
McGill Airforce Base in Tampa (Florida), was established on 
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ped into a truly aw 
с isions, two wings of strategic B52 bom TS hree 
carriers and necessary escort and supply s. With a 


] designated strength of around 220,000 men, it ranks second à 


to the strength of US forces committed to Nato. Its key 
aging area is to be the fast-expanding Diego Garcia base. 
e RDF’s aim is defined as not only to prevent Soviet 
ion or infiltration of the Middle East but also to counter 









the US the capability to project military pewer in the > 
rrespective of any invitation from опе of the local 
ments. Some Gulf foreign ministries believe that the 








































п by the Soviets or large-scale destabilisation of the iad 
insula due to other factors. | 

uch preparations make some GCC members nervous but 
from Kuwait, which strikes out on an independent course 


the Saudi lead in their dealings with the two superpowers. 
adh, for the past two years, has pursued a policy of sending 
essages of good intentions to the Soviets through common 
iends. The latest attempt was during Indian Prime Minister 
ra Gandhi's visit to the Saudi capital in mid-1982. Riyadh 
has perfected a system of conveying to Moscow its desire to 


me persistent intermediaries have been told that, since the 


embassies would only increase Arab dependence on Western 
ons because of the lack of trained manpower on the 
peninsula to monitor Soviet activities. | 
Contrary to the general i impression that the Saudis do: nat: 


Riyadh hdve always recognised each other. A Sovi 
nbassador was resident in Jeddah until 1925 when he went io 
loscow and was not allowed to return for reasons m 
ith Saudi relations with other major powers than Is 
sequently, Saudi embassies have never refused to 
' knowledge the existence of Soviet embassies in third 

untries. But in 1971 the newly created UAE rescinded its 
sion to exchange ambassadors with the Soviets on advice 
mthe Saudis. All the same; as in previous years, on 
ovember 7 last year King Fahd of Saudi Arabia sent a message 
ongratulations to the late president Leonid Brezhnev on 
the occasion of the 55th anniversary of the 1917 Bolshevik 
revolution. 8 


Gulf at a glance 


AUDI ARABIA 


Largest state on the Arabian Peninsula. 
System of government: monarchal- 
autocratic. Head of State: King Fahd 
bin Abdul Aziz: Area; 2,150,000 sq. 
kms. Population: 8.9 million. Capital: 
Riyadh. Currency: Saudi Riyal (SR) 
divided into one hundred halalas; 

SR 3.4:US$1. GDP (billions 
SR 498.8. Per capita income: SR 56,044. Exports (bi 
1980): SR 43.1. Imports (billions — ы) SR 95. 


OMAN 


4 | Second largest state on. the peninsula. System 
ү f g rnment; monarchal assisted by an advisory 

ed by the king. Head of State: 
rea: 272,000 sq. kms. 
al: “Muscat. E 
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у instability threatening US interests in the region. It is also 


would be ineffective in a situation of total crisis — invasion 


own in foreign relations, other GCC states are content to- 


normalise relations but not actually getting around to doing so. : 


Saudi lead would be followed by other Gulf states, an exchange’ 


cognise the Soviet Union because it isa godless state, Mos ow. 












From the Persian capture of Bahrain in 532 BC 
by Alexander the Great to the rise and fall of the 
Turkish and British empires in the region, the ` 
Gulf's strategic importance has remained 
г undiminished. Its role as a target for foreign 

7* ambition has been accentuated in contemporary 
context because two-thirds of the world's proven oil reserves 
are there. Controlled entirely, as these reserves are, by 
relatively under-populated local states — kingdoms or emirates 
(principalities) — the current threat to regional security stems 
as much from East-West rivalry as from the anachronistic nature 
of these regimes whose ability to measure up to increasing multi- 
dimensional foreign and domestic challenges is highly 
debatable. i 
Huge incomes generated since the 1973 oil-price boom have 
catapulted the Gulf Arab from tents, camels and sand dunes to 
high-rise buildings, gold-plated’ limousines and am 
parks. Some examples of the vast changes are ice-sk 
in Kuwait, the highest cost of living of any 
Abu Dhabi and the free he 

















7} emergencies in Oman. Eve 


adverse oil- market conditio 





located in the Gulf. 
] y surpluses being generated are going into. 

|. overseas investments, local commercial ventures — ranging 

from banking and reinsurance through local industrialisation 
and development of infrastructure — to project aid and balance- 
of-payments support abroad. The money is attracting 
unprecedented numbers of job-seekers from abroad, especially 
from nearby, grossly overpopulated and highly impoverished 
South Asia. The Gulf has become an Eldorado for a world 
reeling under twin blows of inflation and stagnation. 
But there i is no constant definition of what constitutes the 






























OR 1.138. Tapiri (millions — 1980): OR 700. а 
UNITED ARAB EMIRATES (UAE) 


UAE is a federation of seven independent - 
sheikhdoms of Abu Dhabi — the largest and 
richest — Dubai, Sharjah, Ras al Khaimah, 
‘Fujairah, Umm el Quayium and Ujman. 
System of government: monarchal with а + 
council of state acting as the supreme decision- -making body 
which comprises the seven rulers of the seven federating states. 
Head of State (elected by the Council of State): President 
Sheikh Zayed bin Sultan Al Nahayyan. Area: 83,600 sq. kms. 
Population: 1.2 million. Capital: Abu Dhabi. Currency: 
‘Dirhams (DH) divided into 100 fils; DH 3.6:US$1. GDP 
(billions — 1980): DH 96. Pet capita income: DH 92,310. 
Exports (billions — 1980): DH 74 ;786. ере» СР = 
1980): DH 31,772. puo 


QATAR 


Protrudes off the. Arabian Pe 
05 System of government: monarch 
State: Amir Sheikh Khal in Hamad Al Thani. Area: 
1 2000 a kms. die 
i 100 dirhams; 
788. Per capita 








south. Xcluding the two Yemens; ` 
stal states — Saudi Arabia, Oman, 
n and Kuwait are now aligned through the 
псі (GCC) aiming at economic 









integration as : 






ep towards greater unity and (possibily) 
eventual integration. The title of Gulf isnow claimed exclusively 
by the GCC states: 115 on the quif i is confined to that 


region alone 
The GCC régi 
a population ofa 
US$210.034. 

states. The sim 
conditions mak m 
feuds lurking just unde 
tribes fought over wate: 
quarrel over oil wells 






total land ’area of 999, 289 sq. miles, 
ion and a combined GDP totalling 
| features common to its menir 













ek an cultivation of the. 
sä pattern of leap-frog diplomacy 






rui йу is undeniably strong. GCC 
Bishara said in Bahrain last 
modern articulation of an old 
ition." ' According to Bishara, the 
indivisibleness." He argues: "The 
ders and customs barriers are alien 
and that the people (until the 1950s) 
of statehood. 

ionship of the Gulf region is a product 
ince time began of nomadic Bedouins 
ninsula to the east coast. Even today, 
large percentage of the population of 
ling to the UAE Government, they form 
‘ns, 7096 of Qataris, 74% of Bahrainis, 
and 70% of Omanis. Despite the billions 
sing, schooling, health and other social 
| now has little appreciation of state 










55% of UAI 
being ройге‹ 
services, ће 


de the. ‘organised sector of the economy, the 
imitation on GCC states acutely short 
y, foreigners constitute the 

h Iming majority of the region's workforce. In Saudi 
foreign workers make up 30% of the population but 
of the country's workforce: In Qatar, of the total 
population of around 270,000 hardly 50,000 are citizens: in 
Kuwait, only about 40% have citizenship rights. But, 





income: OR 100,100. Exports (billions — 1980): OR 20. 654. 
Imports (billions — 1980): OR 3.388. 


BAHRAIN 


Ы Island state currently being linked with the Arabian | 
a Peninsula through a bridge under construction with 
Saüdi aid. System of government: monarchal assisted 
by nominated council of advisers. Head.of State: Amir 
. Sheikh Isa bin Salman Al Khalifa. Area: 598 sq. kms. 
- Population 350,000. Capital: Manama. Currency: 
Bahraini Dinar (BD) divided into 1,000 fils; BD 1:US$3.5. 
«GDP (millions — 1979): BD 805. Per capita income: BD 2,370. 


` Exports (billions — E ood BD 1. 445, Imports (billions — 1980) 
“BD 1.345. B 
- KUWAIT | 
Stàte with the highest per capita income in the world. 
FER System of government: monarchal assisted by a 
parliament elected through direct adult franchise. 

; Head of State: Amir Sheikh Jaber Al Ahmad Al 
Sabah. Area: 17,818 sq. kms. Population: 1.358 million. | 
Capital: Kuwait City. Currency: Kuwaiti Dinar (KD) divided 
into 1,000 fils; KD 1:US$3.69. GDP (billions — 1980): KD. 
6.85. Per capita income; KD 9,280. Exports (billions — 1980): 

KD 10. 735. аро (ior 1980): KD 3.218. Ш 





























y 
The causé of the phenomen ni 
Arabia. Following its two five-year | 
of US$8 billion and US$140 bil zi 
now working on its third plan of över | 
huge projects like Yanbo port cor 
pipeline, highways and residentia 
ever-increasing numbers of skille 
Arab countries, the Subcontij 
away às Indonesia. Taiwan and 
Reliance on an expatriate w 
the small indigenous population 
percentage is below 18 years 
Arabia. Besides, local social t 
to work except їй а few sectors 1 
women's hospital wards. Additi 
local workforce is claimed b 
sensitive sectors of státe machine 


audi Arabia is accepted 
S among equals for a variety of rea 
the largest peninsular state in. term 
population, it is the next door neigh 
terms of resources, judging by 1980 figur 
reserves are 167.2 billion barrels comp 
billion, UAE's 31.3 billion, Qatar's 4 6 
and Bahrain’s 250 million. — 
Also, pursuing a post-1973 oil-p 
sweetening relations with neighbour 
and loans, it has acquired considerable 
and Oman whose oil wealth is far short 
economies. More importantly, all neigh 
understand that Saudi Arabia remains 
radicals; any basic political change in Sau Аг | 
each one of them a push-over. — | 
Apart from the Saudi ruler, the only. GCC king 
Qaboos Bin Said of Oman who rules the second largest si 
on the peninsula. Taking over from his father through a 
assisted coup in 1970, the king has changed his country's. 
medieval face through roads, electric-power stations, 
communications and social services. Although, compared 
his father — who banned the use of books, radio, Western. 
medicines, cameras, spectacles and even trousers == Qa 
has modernised Oman, he remains an absolute monarch wi 
no constitutional restraint on his personal autho 
law-giver assisted by a consultative body nomina 
personally. 
The UAE next door is a federation of seven n principalitie 
which Abu Dhabi is the.largest and richest. The ги 5 
over the UAE Federation and pays 90% ofthe federal 
expenditure. His largesse keeps poor partners of the federa 
favourably disposed towards Abu Dhabi's pre-eminence. 
next important partner — Dubai — is ruled by Sheikh 
Al Maktoum who is vice-president of the federation which: 
governed by a supreme council comprising all sevén ruler 
Decisions can be reached only if five members — never 
excluding Abu Dhabi and Dubai — support it. Dubai is - 
important not because of its oil — negligible compared 
Dhabi's reserves — but because of its po: 
trading centre and largest port. Although 
are no longer as mutually antagonistic now as in the pa 
of cohésion among federal units is still noticeable. 
Qatar — ruled by the 1,000-strong Al Thani family in à 
population of less than 50,000 — is the quietest member of 
GCC. As in Saudi Arabia, ecclesiastical and temporal 7 
authorities are integrated in the state's administration. Th 
considerable oil wealth and (more importantly) a boom in tra 
have kept the local population quiet and busy in making mon 
The country has a consultative assembly nominated byt е: 
alone. 
An archipelago of 33 islands with an overwhelmi 
population ruled by the Sunni dynasty of Al 

















































































































> he! ped the country hos 
quarters of a number of major 
Rocked last year by an abortive p 









'ctoral politics of the 19708. ui 
Relatively least autocratic of all Gee states, Kuwait һава an 


An incorrigible optimist, secretary-general of the 
Arab Organisation of Petroleum Exporting 
Countries (Aopec) Ali. Attiga seesthe energy 
crisis of the 19708 and the present. depressed world 
oil market as blessings in disguise. Rising oil ©: 
prices, he argued at the end of 1982, brought 
about. a saving of world oil reserves, diverted attention to 
alternate sources of energy; made marginally economic ой fields 
ike Britain's (in the North Sea) and Siberia's profitable; 
ntensified oil exploration globally and hel ped developing 


aking them conscious of the role of energy in their 


venues for oil producers; helping them. adjust their economic 
rities as well as try to overcome the ill-effects of the influx 
liquidity that had been diverting attention from productivity. 
‘But irrespective of Attiga's optimistic outlook on the: = 
pressed oil market, some Arab policymakers had sounded: 
unmistakably unhappy with the situation even before their 
sagreement at the latest Opec meeting over individual 
roduction quotas.and — more importantly — prices of various 
grades of crude. In private-cotiversations with the REVIEW at ` 


States in the hope that a help in building the US strategic oil ^ 
;feserves and reserves of companies.around the globe would 
make an impact on US policy towards Israel. They recall bitterly 
Saudi Oil Minister Sheikh Ahmad Zaki Yamani's elaborate - 
_ lack of interest in the Opec argument linking production with 
| prevailing demand. However, they had to concede thatthe 
Saudis, having learned their lesson, are now unlikely to go 
_ against the oil cartel’s collective interest again. 
All the same, at the latest Opec meeting it was Abu Dhabi 
that broke ranks — no ch on quotas as on prices for 
various grades of crude, So far Opec members have been >. 
hering to their prescribed production quotas. The reduced 
total Opec quota of 17:8 million barrels aday (b/d) was further 
reduced at the end of October 1982 to 16,8 million b/d. With... 
{һе sole exception of Iran, engaged in.a war and for that reason 
need of cash urgently, all Opec members have respected the 
cuts imposed proportiomately on their individual productions. 
However, despite the depressed market and the generally 
gloomy prospects — bad: enough even before the latest Opec - 
disagreement — the Arabs do not seem too worried about long- 
term market prospects. Towards thé end of 1982 fram Aopec 
through Kuwait Oil to Abu Dhabi Oil Co., all were expecting 
à recovery to begin by Iculatión was based not 
on any anticipated significan n global demand but on 
an expected improved abil bal economy to absorb 
future oil price increases: AN DLE B4 eK 
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of its private itizens ~ 





countries secure a new inflow of economic assistance while also ` |- field of condensates on the borders: 


development. Also, the depressed market has meant declining .. 


the end of last year, they blamed the current depressed market, 
Saudi Arabia's policy two years ago of appeasing the United 





s abroad — including t së 
already equal its oif revenue. Ku 
the only GCC state. with S AMA relations with Sovi 










sophistication mati is the envy of many Arab diplomat 


i пабе fé&eatühors Чар with th nterationat 

Energy Agency's view that the current world recession masks’ 
“potential oil shortages and that the late 1980s could see the re- 
. emergence of an oil crisis. They argue that high interest rates " 
‘are already things of the past and that an economic recovery 
should be expected to begin soon in the US, taking about à 
year to gather momentum before impacting on Western Europe 
and Japan; Such à recovery would first benefit US; Canadian, 
Mexican and then. North Sea oil. Opec, however, would: be- 
the last to benefit and even then additional demand would not 
go beyond 2-4 million b/d above the current production level of 
16.8 million b/d. Hence, recovery could never matk a return to 
the days of 6-876 increases in global annual consumption 
levels. : E 
Gulf economists also point to the US Defence Intelligence: 
Agency’ s estimates that Soviet oil production should continue: 
rising slowly until 1985, level off for five years and then resume 
its rise in the 1990s. They further argue that China is пог 
expected to become a net importer of oil for the foreseeable 

















































"future. 


Attiga told journalists visiting Kuwait last November that 
exploration is now picking up.in key member countries of 
Aopec. His claim is supported by the recent discovery ofahuge — 
Dubai, Sharjah, Ujman 
апа Umru.el Quayimm, currently pitting the four neighbours 
in the United Arab Emirates against each other in a bitter i 
quarrel that has seen Dubai move a'squadron of tanks юш 
point where the four borders meet. 

The British general matiager of Abu Dhabi oil Co. maintains 
that the depressed market has not affected his exploration ~ 
operations: the company is drilling exploratory wells both on- 
shore and off-shore. But according to the Arab general manager 
of Abu Dhabi National Oil Co:, which controls the government's 
entire oil interests; the state is spending around US$2 billi 
per year-on exploration and development of new fields. 

Optimistic long-term expectations apart, continuing 
depression in the oil market has brought about significant: shifts . 
in marketing strategy, as well as changes in the economic 
policies of Arab oil producers: Currently producing abou 













million b/d:and 2 million b/d respectively, both Abu Dhabi nd 
Kuwait are seeking stable outlets through: long-term . 
relationships, diversification of their markets and deals w 
final consumer firms rather than intermediaries. This ye as 
proved tough, especially for the intermediaries which were hit 
not Suy by depressed demand: but also by fluctuating currené 
rates. è 


röng òf présent mar rketing strategy is the 
i of local oil-refining capacities. Both Kuwait" 
MÀ. and Abu Dhabi have decided on major investments in 
this sector, with Kuwait planning to create enough capacity to 
"process its entire current 2 million b/d crude production. This 
decision anticipates increased revenue through the sale. of 
refined products while also paving the way for several ' 
downstream projects. But neither of the two producers is” 
prepared to clarify whether they will ultimately stop exporting 





` their crude and ask customers either to cut down their refining 


projects — or existing кш capacities — = тапа buy finished 
products. : 
Adverse market 












countries, favours local petrochemical industries with the 
argument that an expanding market in member countries, 
coupled with the inherent advantage oil producers have over 
countries like Japan, Taiwan and Korea, would make these 
industries competitive. It also believes that great potential exists 
in the areas of refining, liquefaction of gas and chemical 
fertilisers despite the cyclical nature of this commodity's 
demand. 

Some major oil producers like Kuwait are now thinking aloud 
of the possibility of joint ventures with potential major fertiliser- 
consuming countries in Asia and Africa. But no specific joint 
ventures in fertilisers have been mentioned so far. Aopec is 
also examining the feasibility of projects to be set up in 
collaboration with Britain's Imperial Chemical Industries for 
producing proteins from methanol and some projects for 
producing lube oil locally. Other projects under scrutiny are 
for removing lead from oil. All these efforts are based on 
collaboration with foreign exporters of technology. 

Meanwhile, the decline in oil revenue influences economic 
policy and investment strategy. Both Kuwait and Abu Dhabi 
registered budgetary deficits last year and anticipate deficits of 
11-12% for the current year. According to Kuwaiti Finance 
Minister Abdul Latif Yousef Al Hamad, deficits are being 
covered by reserves, for the time being. However, according to 
both Al Hamad and the governor of the State Bank of United 
Arab Emirates, declining revenues have forced decisions to cut 
down on wasteful spending. introduce better budgetary 


Arabian Peninsula's muscle: Saudis at an Opec meeting. 
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The Kuwait-based Arab Bank — modelled on the World 
Bank but intended only for Arab states — with a paid-up capital 
of KD 800 million (US$2.95 billion) points out that of the Arab 
oil producers, only four — Saudi Arabia, Qatar, UAE and 
Kuwait — have investible surpluses and that even for these 
investible funds have been declining. But, according to 
the bank, this decline has not yet affected their commitments 
either to the Arab Bank itself, their own separate soft-term 
lending agencies, international aid agencies or to their own 
present development projects. 

Nonetheless, as the most conservative of all Gulf-based 
economic insfitutions, the Arab Bank expects — should the 
downturn in oil demand continue — that it could affect aid 
flows, both local and international. It could also resultin the 
introduction of taxes to supplement governmental revenue.now 
drawn almost totally from oil. 


search for secure and profitable investments. According to 

Al Hamad, Kuwait is to step up investments in Tokyo, 
Singapore and Hongkong. But he argued that his search is 
circumscribed by the relatively limited opportunities available 
in Southeast Asia 

Asked to explain his preference for non-Asian markets, he 
commented: *We cán 
buy Santa Fe in the US 
but can we buy 
Mitsubishi? You tell 
me of a profitable, 
secure investment in 
your region, I will put 
up the cash. We have 
to turn to the.US and 
the EEC. We do not 
move in anywhere 
unless we are accepted 
and respected." 

The Kuwaiti 
Government's foreign 
investment at the end 
of 1981 stood at 
US$41.5 billion spread 
over 44 countries 
yielding an average 
annual return of 8.7%: 
countrywise the 
breakdown remains 
secret. But Al Hamad 
agreed that annual 
returns from 
government 
investment in financial 
instruments abroad, 
plus that of Kuwaiti 
citizens, has now 
exceeded the income 
from oil. 

Understandably, 
international industrial 
and commercial circles 


I the investment sector, surplus states have renewed their 








practices, emphasise stricter adherence to budgetary discipline, 
ensure inter-ministerial coordination and re-examine 
development priorities. 

For his next year's budget, the minister said he was looking 
for new sources of revenue. There was also a possibility of 
imposing taxes. The welfare programme and welfare-oriented 
development of infrastructure would continue, but subsidies 
on food and other items would be reduced. Like most Gulf 
states, Kuwait is now charging between 4-15% ad valorem 
customs duty and also corporate tax levied on non-Kuwaiti 
firms. The highest tax — 35% — is levied on cigarettes and 
tobacco but there is no income tax or and other fiscal levy. 
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consider the Arabian 
peninsula a high growth area, irrespective of the current decline 
in oil income. Shinichi Adachi, managing director of Wako 
Securities of Tokyo, said during his October 1982 visit to the 
Gulf that he believed the peninsular states could be the biggest 
foreign investors in Japan in years to come. Right now 
foreigners account for 12-14% of investment on the Tokyo 
stock exchange but the Arab share in this investment is not 
known. 

As part of the Gulf drive for economic integration of the 
peninsular states, the six GCC countries — Saudi Arabia, 
Oman, Qatar, Bahrain, UAE and Kuwait — are soon to set up 
a GCC investment council to coordinate investment policies. 
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ave been obliged to pull out of foreign investments. Butit 
ears nonetheless that, should the adverse market conditions .- 
sist, those with non-surplus oil-revetiues might be forced to 
hdraw. Aopec also believes, however, that both 
ustrialised states — and also the more advariced among the 
eveloping countries == have stake i in maintaining stable: oil 
ces. i 

mpared to Kuwait's ; Cost ‘of production of oil of 75 US cents 
yer barrel and Abu Dhabi's slightly more than US$2 per barrel, 
hé cost of production in the West is too high. Besides, the West 
as yet to recover its huge investment on exploration and 

i ally, several fields around the world are 


With Kuwai сіле as trend-setter for moves to 
"ensure a secure, post-oil economic future through 
diversification of a local economic base currently 
dependent totally on six member- 
countries of thé Gulf Cooperation Council (GCC) 
seem to have opted for the tithe being for à two- 
| pronged strategy: industrial integration e 
ploitation of the fast-growing regional economic potential to . 
etain the maximum possible profits and benefits locally. The 
C industry ministers’ meeting early in November 1982 at 
if in Saudi. Arabia discussed several undisclosed industrial. 
_joint ventures. The GCC summit a few days later i in Bahrain 
pproved the ministers’ recommendations. 
Although specifics of the joint véntures are unknown; the 
summit is said to have approved a master plan for distribution. 
- of industrial projects among the six member, states. Among ^^. 
; Others, the objective is to avoid the pz uneconomic: 
duplication of industries in the GCC area. Concrete steps agreed 
to by the Six include a unified system for standards and 
pecifications, a regional centre for technological research and 
he creation of à Gulf investment authority with paid-up capital 
of US$2.1 billion contributed equally by the states. 
The most important step approved and not yet implemented, 
«has been the GCC economic cooperation agreement signed at 
he Riyadh summit in 1981. It was due forstep-by-step 
implementation from December 1, 1982. Technical and - 
ministerial committees meeting over the past yeár sorted out. 
various details: unification of trade and transit regulations; 
abolition of duty on inter-state trade in goods produced wholly 
within the GCC area; rates of duty on рагу: ССС goods linked 
to their import contents; uniform import duties and a uniform 
` travel policy. The agreement envisaged economic integration 
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"d of cash — -all ыз members respected the proportionate cuts: 


Aona says that so far none of the producers investing abroad | 
аре mark spe 





Беріп in the US by mid-1984 and that it would cake about one 



















: iks not so much on production quotas as on prices 
for the various grades of crude. Until their disagreement in: 
January this year, Opec members had been adhering to their - 
prescribed production quotas. The reduced Opec quota of 17. 8 
million barrels per day had been further reduced at the end of 
October 1982 to 16,8 million barrels. With the sole exception. 
of Iran — engaged па nd for that reason urgently in need 



















Arab oil marke archers disagree with the International 
Energy Agency's view that current world recession i$ masking 
potential oil shortages and that the late 1980s could ‘see re- 
emergence of an oil cr 








year to make its impact felt in Western Europe and Japan. 
The Middle East would benefit last but even then the 
additional demand for Middle East oil would be between 2-4 
million b/d. They conclude that a global economic recovery 
can never lead to old global levels of 6-8% increase in annual 
oil consumption. fil 


of GCE states over a five-year period beginning with the first 

step -=the removal of tariff barriers from that date. The Bahrain 
summit, however, decided to postpone the implementation for 
three months, from December 1,1980-Ma 1983 to enable 
member states to consult their parli nents or advisory councils 
and draft necessary legislation. 

However, hoping to quicken ini in, Saudi Arabia 
announced іп October 1982 its oaa for awarding 
contracts in the kingdom to GCC construction and engineering 
companies. Deciding to follow the Saudi lead, Oman is to make 
an identical announcement soon. It unilaterally abolished entry 
visas for GCC citizens from the beginning of November 1982. 
Both Oman and Saudi Arabia hope that Qatar, UAE, Bahrain 
and Kuwait will-follow suit, 

Acting on its announcement, Saudi-Arabia has already . 
awarded a US$14 million contract to Abu Dhabi's National 
Petroleum and Construction Co. for the design and cónstruction 
of the Aramaco (Arab American Oil Co.) pipeline and other 
works íi its oilfields. 1t also awarded а US$100 million contract 
to CF Braun for design. and construction of storage faciliti 
oil and gas separation plants and pipelines. Braunis a si 
of Santa Fe of the United States, bought | last year Dy Кима 
Petroleum Co. for. 0582. 5 billion: 

















he Saudi decision to force the pace of всс economic 
cooperation in the field of construction and 
engineering coincidés with the emergence of both 

regional firms and.major projects, including a gigantic strategic 
oil pipeline from Kuwait to Oman to overcome the vulnerability 
of oil tánkers now passing through the constricted Straits of 
Hormuz. Arab policymakers do not deny existence of the 
project but, perhaps considering it a top security matter, are 
reluctant to discuss progress. 

Kuwait, Saudi Arabia and Abu Dhabi have already either 
purchased or established important engineering and 
construction firms. Besides, influential merchants’ families of 
the Gulf have also set up such cofhipanies. Qatar's government- 
owned Oil and Gas Production Co. isalso said to be considering 
creation or acquisition of a similar arm. 

Saudi businessmen are currently negotiating full purchase 
and, if that is not possible, substantial equity participation in 
the huge US contracting firm of Ralph Parson that now has 
major contracts in Saudi Arabia and outside the kingdom. 
Besides, the US$3 billion government-owned Saudi Arabian 
Basic Industries Corp. has decided to offer 75% of its stock to 
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Exporting is never easy. But 
with expert back-up, and detailed 
knowledge of your market it can 
be made a little easier. 

Barclays Bank can do that. 





THE CORNERS OF THE 
EARTH. 


Barclays is a truly international 
network, with over 5,300 branches 
across 84 countries. Every one is 
staffed by people who really know 
what's happening in their market. 

People whose local contacts 
give a balanced picture of market 
conditions. Whose local intro- 
ductions cut through red tape. Who 
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can supply full local document- 
ation. Who can give you the details 
on local factors - like currency 
regulations. And of course, who 
speak the local language as well 

as yours. 


THE CORNER OF THE 
STREET. 

But Barclays Bank's 
international service begins in 
your own country. Close at hand, 
you'll find a branch that can give 
you the kind of 
world-wide 
picture that only 
comes from 


having people on the ground in 
every corner of the earth. 

And as you'd expect from a 
world-wide bank with total assets 
of over US S93 billion (as at 
December 31,1981) Barclays is 
second to none when it comes to 
arranging export finance, and 
noted for particular expertise in 
the key areas of foreign local 
currency finance. 

So whatever your interest in 
exporting, talk to Barclays first. 

They will 
help you 
come in from 
the cold. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 
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Asia houses over half of mankind. Every day events аге 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


Announcing The All New 24th Edition 
We give you Asia, 
minus the mystery, 
‘minus the 
Asia 1983 Yearbook 





myth: 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9.95/S/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 
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To: Publication Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1983 Yearbook as 
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Old camel and new Caterpillar: on a Qatar road. 
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subscription by Saudi citizens by the end of this year. However, 
it has decided to limit the number of shares each citizen may 
buy. 

The firm, in collaboration with several foreign firms, has 
already landed contracts for huge strategic industrial projects 
at Jubail and Yanbo in Saudi Arabia. Work on all these projects 
is to begin between 1984 and 1986. 

Judging by the limitations of available manpower (of every 
description) on the peninsula, coupled with the accelerating 





pace of econamic activity and the size of the projects about to 
be launched, there seems little chance now of the diminished 
oil-income surpluses blocking the intake of a labour force 
coming from South Korea through Indonesia to India and 
Pakistan. Besides, there is growing scope at intermediate level 
for the relatively cheaper Asian firms to acquire part of the 
contracts. However, there seems little room at the top: the 
Arabs seems to be buying up everything within sight if it is big 
and profitabie. 





SOUK AL MANAKH 


The crash 
of ?^82 


Bankers in the oil-rich Gulf are worried by lack 

of liquidity in the regional market. Coupled with 

this, the investors' wait-and-see attitude is 

preventing banks from making commitments to 

new investments. Similarly, Saudi, Bahraini and 

UAE plans for setting up stock exchanges, 
including one international exchange at Bahrain, stand frozen 
for the time being. In Saudi Arabia alone, a total of 360 million 
shares of 40 joint stock companies with an authorised capital of 
SR 45 billion (US$13.08 billion) are awaiting official clearance 
for flotation. 

The immobility is one outcome of the crash of Kuwait's 
unofficial stockmarket of Souk Al Manakh — a phenomenon 
currently watched carefully by Gulf finance ministries anxious 
to avoid Kuwait's mistakes. Basically attributable to an almost 
total lack of control, the Manakh crash is likely to turn many 
Arab millionaires into paupers and hit hard a much larger 
number of lesser family fortunes. Although for complex political 
and other reasons, the true extent of the crash may never be 
known, the face value of claims for losses filed with the Kuwaiti 
Government total an astronomical KD 26.8 billion (US$98.89 
billion). 

According to Kuwaiti Minister of Finance Abdul Latif Yousef 
Al Hamad, the crash stemmed from a minor stock exchange 
crisis of 1977 that had obliged his government to launch a bail- 
out scheme of US$500 million. But, it had also led to a royal 
decree banning the floating of all new companies: and since 
local savings were multiplying fast and avenues of investment 
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were blocked, offshore companies' shares began to be traded 
in Kuwait's unofficial stockmarket. 

Companies launched in Bahrain attracted millions in over- 
subscription. Even contractors who had undertaken work at 
uneconomic prices to get up-front payments turned to Manakh 
for capital. The lack of opportunities for investment drove up 
prices of all shares, including it is said, of even a few paper 
companies. 

The government stepped in at that stage, but it was too late 
and hence could merely ease off some of the pressure rather 
than correct the situation. It permitted incorporation of some 
limited-liability companies in Kuwait and made their 
registration relatively easier. Locally registered companies — 
unlike offshore firms — could be watched and regulated. A 
government study in September 1982 of the pattern of shares 
traded showed that not more than 11.6% of outstanding shares 
of Kuwaiti public companies were ever traded and that the 
remaining 90% or so were never sold by their original owners. 

The other distortion in the economy was created by the 
government's restrictive credit policy that was totally out of 
step with the loan demand of the parallel investment market. 
This inevitably created a parallel and equally unofficial credit 
system of issuing post-dated cheques which circulated among 
investors without ever being cleared through the banks. The 
system was based on buying shares against cheques dated up to 
one year (or even more) ahead, becoming owners of the shares 
immediately and acquiring the ability to sell these shares for 
cash. 

The entire trade was built on trust and Souk Al Manakh 
became less of a brokerage centre and more of a casino with a 
reputation for yielding a fast buck. This reputation spread 
quickly all over the Arabian peninsula. Non-Kuwaiti Arabs, 
prevented by the local law from playing the market directly, 
did so through Kuwaiti front men. 

The merry-go-round of cheques might still be continuing but 
for rumours — initially blamed on Western financial circles — 
of some big dealers caught short on their payments early in 
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1982. Some cautiously unloaded but reassurances from the 
mighty, including the crown prince himself who was speculating 
heavily, allayed most fears. The crash came, however, when a 
buyer panicked and rushed to the bank in July with a cheque 
for the equivalent of US$345 million issued by a dealer named 
Jassim Al Mottawa. The cheque bounced and everyone made 
a bee-line to the banks only to find that almost everyone who 
had issued a post-dated cheque did not have sufficient funds to 
cover it. Jassim was found to have signed as many as 5,000 post 
dated cheques with a face value of about US$13.8 billion. 
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Inevitably the government stepped in. Unable to assess the 
extent of the crisis, it fixed October 20, 1982, as the last date 
for registering claims. It received post-dated cheques by the 
sackful. The total face value of cheques held by some 100,000 
Kuwaitis was equivalent to US$92.46 billion. 

The Kuwaiti Government is now in the process of sorting 
out who owns how much to whom. Leaving out inflated claims 
of interest and cancelling out mutual debts of the claimants, it 
expects to end up with only a small portion of the current total 
claim. It has set up a US$1.752 billion bail-out fund to pay 





FINANCE 


The Gulf?s 
financial hub 


With its relatively small oil resources petering 
out as it anxiously looked round for a secure post- 
oil future, the tiny Gulf Emirate of Bahrain in 
the early 1970s opted for an economy based on 
developing service industries, complementing 
rather than competing with others of the region. 
But its big chance came when the foremost Middle East banking 
centre of Beirut was reduced to shambles by the civil war. 

Bahrain stepped in with a package of incentives to offshore 
banking units (ОВ Оз) to turn itself into the oil-rich Gulf's 
financial centre. The strategy paid off and the number of OBUs 
— starting with a hesitant two in 1957 — have now grown to 67 
commanding between them total assets of more than US$60 
billion. 

The advantage, affecting Bahrains cost/benefit ratio springs 
from the emirate's time zone, which overlaps the Tokyo closing 
and the New York opening. It gives Bahrain three or four 
precious hours for transacting deals in Singapore, Europe and 
London at rates prevailing in major financial markets of the 
world. Besides, with huge funds constantly generated in its 
immediate neighbourhood, Bahrain has an advantage few 
financial centres can match. Understandably, there is consensus 
in local banking circles that an OBU in Bahrain becomes a 
profitable proposition within one year of the commencement 
of operations. 

According to the Bahrain Monetary Authority (BMA), of 
65 OBUs operating at the end of 1981, 12 were from Bahrain 
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itself, four from other Arab countries, 22 from Western Europe 
including Britain, 10 from North America and 17 from other 
regions including seven from Southeast Asia. Slow in 
appreciating Bahrain's potential, the Japanese were late 
arrivals: all the same, bankers now note the fast-increasing signs 
of a bigger Japanese presence next year 

The source of OBU funds is largely Arab countries and 
Western Europe. The Arab share, however, has gone up from 
41,5% at the end of 1976 to 67.2% at the end of 1981. The 
private sector of the Arab world is coming forward increasingly 
in the Bahrain OBU market to take advantage of the services 
available: these comprise deposit facilities, exchange 
transactions, financing of foreign trade and provision of 
performance and guarantee bonds. It is because of the latter 
factor that banks of countries like South Korea and Japan — 
with their own contracting and other firms operating locally — 
are the most successful. A major Spanish bank pulled out last 
year after a brief stay mainly because Spain does not have many 
major firms doing business on the Arabian Peninsula. 

Like all Eurocurrency centres, the Bahrain market is 
predominantly an inter-bank operation. On average, 70% of 
OBU funds are inter-bank deposits and 71.5% of their 
placements are with banks. Almost 78.5% of deposits are from 
outside Bahrain and likewise 78% are placed abroad. Even if 
these figures are taken net of their own funds, the relative 
percentages at 69.8 and 65.5 remain high. 

All the same, transactions with official agencies, regional 
and international firms — especially contractors and 

multinationals — at about 25% of their total business remain a 
substantial part of OBU operations. Apart from providing 
normal deposit facilities like exchange transactions and 
financing of foreign trade, an important part of OBU business 
is provision of performance and guarantee bonds to the 
contractors. OBUs also extend medium- and long-term loans 
either as single bank credits or as syndicated loans contracted 
both in Bahrain and abroad. Besides, OBUs participate in bond 


MARCH 3, 1983 e FAR EASTERN ECONOMIC REVIEW 


e smaller the amount the шске: the maturity. But no 
individual claimant is to be paid more than US$6.9 million. 

Non-Kuwaiti Arab investors' claims are not known, though ` 

i ial circles estimates UAE stakes at OSes million and 













not st look into who is ет for whom and 
nder the announced formula. 


‘predicament by traditional Arab 
me of the eight largest dealers, — — 
four of his major creditors waiving their 
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érnment policy will lead to rich 
including property) to avoid total 
solvency and imprisonment. The 
e some of his cabinet colleagues — 
И anakh operations and is determined to 

ruin the defaulters, T king of one dealer he said his default 
would lead not only to liquidation of all assets and annulment 
of his civic rights but also to prison terms that would total 25,000 
years’ hard labour. He believes that most debtors will square 
up their accounts. 

Irrespective of what may happen eventually, land values in 
the commercial area of Kuwait city have nose-dived, The fall 
in share prices of Bahrain-Kuwait Investment has been 35%, 
of Bahrain Middle East Bank 65% and of Bahrain International 
Bank 45%. Some previously hot-selling shares with a face value 
of KD 1 are selling at 90 fils (there are 1,000 fils to the dinar). 





liquidation, d 
minister of fi 








But because of liquidity problems and the banks' refusal to 
advance loans against share collaterals, there are few takers at 
the distress sales. B 


issues denominated in Gulf currencies including those in 
Bahraini and Kuwaiti dinars. 

The maturity analysis of OBUs shows their banking | 
transactions are predominantly short terr. On average, 87% 
of their assets and 97% of their liabilities are of one year or less 
maturity. Besides, of US$50.743 billion assets (which equalled 
liabilities) at the end of 1981, US$34.316 billion were in US 
currency, US$10.568 billion in Saudi riyals, Kuwaiti dinars, 
UAE dirhams and Qatar riyals; US$1.579 billion in 
Deutschemarks, US$1.635 billion in Swiss francs and US$2.634 
billion in other currencies. Of their liabilities, US$32.958 billion 
were itr that curtency, US$12.437 billion in Arab regional 
currencies, US$1.483 billion in Deutschemarks, US$1.483. - 
billion in Swiss francs and US$2.440 billion in other currenciés. 


should be a branch of a parent bank; each must be fully 

staffed and operational and not merely a brass-plate 
booking office for business written elsewhere: each must submit 
prescribed monthly returns and audited annual accounts: and if 
need be, satisfy BMA that itis liquid enough to meet its 
obligations and that no OBU deals with residents of Bahrain 
except the government, its agencies and fully licensed banks. 
OBUS are permitted to participate in local development | 
projects under government permission granted on a case-by- 
case basis. 

OBUs are exempt from payment of income or corporate 
taxes and are not required to maintain either reserves with the 
local government nor any liquidity ratio. No exchange or trade 
controls exist and there is no withholding tax on interest earned 
by OBU deposits. Coupled with adequate infrastructure — 
espécially a highly efficient telecommunications system — the 
total absence of any restriction on private business makes 
Bahrain a highly attractive host for international banking 
circles. 

Thei income of OBUs during calendar 1981 was calculated by 


R» laid down by BMA require that each OBU 
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The NBB: home of the Сиг OBUs. 
























BMA at US$495.5 million gross of which US$406.2 million 
came from interest, US$11.4 million from foreign exchange 
commission and US$77.9 million from other heads. Expense 
during the same period totalled US$161.7 million, yielding 
net income of US$340.8 million. Of their total expenses of 
US$161 million, OBUsspent US$132.43 million in Bahrain 
itself. Bahrain charges а licence fee of BD 10,000 (US$35, 500) 
per OBU per year. 

Given the attractive market conditions and irrespective of 
considerable variations in the year-to-year increa 
the assets/liabilities of OBUs have expanded a 2 
annual growth rate of 30%. But some analysts аге now arg 
that this rate of expansion may not be sustainable in years 
come. Some oil-rich peninsular states -— perturbed by the fligl 
of local capital characterised by pressure on the availability o 
local currency savings — are liberalising рш controls to 
make retention of capital locally more attractive 

For instance, Abu Dhabi Central Bank governor Abdel Malik. 
Al Hammar told a group of visiting foreign journalists last 
November 15 that since the beginning of that month he had 
freed local banks of the old restriction that interest rate on ` 
deposits up to UD 5 million should range between 6-1096.. 
Besides, current reserve requirements in Abu Dhabi are 7 
local currency deposits and 5% of foreign currency hol 
These relatively liberal stéps seem designe: 
compete with OBUs in Bahrain next door. 
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LEFT-HAND PAGE: (Clockwise from top left) President Ferdinand Marcos of the Philippines decorates Saudi Arabia's 
Sheikh Zaki Yamani as Mrs Yamani looks on; Sultan Qaboos of Oman; the world's first solar-powered garage in Bahrain. 
THIS PAGE: (Clockwise) Qatar hotel; the Kuwaiti Oil Ministry; fishing boat off Dubai in the United Arab Emirates. 
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Only a 96 US cents return on 


US$1 lent 


Pointing out that, over the past several years, 

the developing countries of Asia have been the 

sole high growth area of the world, the Arab 

Organisation of Petroleum Exporting Countries 

(Aopec) is strongly arguing for a massive infusion 

of aid into these countries under a cohcerted plan 
of combating world recession. Aopec secretary-general Ali 
Attiga believes “the recovery can begin almost immediately if 
Western countries begin investing US$10 billion per year,” 
pointing out that this figure is between one-fifth and one-sixth 
of what the West is now spending each year on armament. 

Aopec countries, with the notable exception of the four that 
still have huge revenue surpluses, are worried by the general 
outlook of the world economy. The main components of their 
worry are the currently depressed world price of oil, their own 
appreciation that even a recovery may not significantly increase 
the global demand for oil and the negative impact of the gradual 
withdrawal of Western aid donors as underscored by United 
States reluctance to replenish International 
Development Agency funds and support other 
soft-lending windows of the World 
Bank. ` 

They point out that except for Saudi Arabia, 
Kuwait, UAE and Qatar, almost all members 
of Opec will be net borrowers of funds this 
year; that some of them like Mexico and Iraq 
are borrowing heavily and that Opec alone 
cannot carry the aid burden shed by the West. 

` Aopec is now lending sums a third the size of 
World Bank's annual loans. 

But irrespective of Attiga's plea, some Arab 
bankers fear that current aid flows from the 
Gulf may be affected by a continued 
depression in the oil market. Opinions vary, 
but the most pessimistic view is held by the 
Kuwait-based Arab Bank with its paid-up 
capital of KD 800 million (US$2.95 billion) 
contributed by all Arab countries from 
Mauritania to Oman. Apart from conducting 
its own aid operations, this bank coordinates 
activities of the various national Arab foreign 
aid programmes. 

Although it concedes that the recent decline 








Street-level Arab aid: give a camel a lift today. 


for Western Europe is US$7 for every one. The Central Bank 
of Kuwait has calculated on the basis of information from 
unidentified World Bank sources that foreign debts of 
developing countries totalling US$370 billion in 1980 increased 
in 1981 to US$450 billion. The Kuwait Bank calculates that the 
13% debt-servicing ratio for these countries in 1976 rose in 1981 
to 21% — over one-fifth of their export revenue. It further 
estimates that, in years to come, they will be paying escalating 
proportions of their export earnings towards repayment of 
foreign loans. 

Kuwait further claims that for each dollar it gives in aid, its 
recovery eventually is only 96 US cents. This assertion — like 
estimates of aid returns to Western countries — may be 
exaggerated. All the same, the lack of exportable technology, 
goods and services in Arab countries cannot but keep their aid 
united. This factor, coupled with a 1.5-4% rate of interest and 
a RT years period of repayment, make Arab loans extremely 
soft. 

Apart from moral considerations, Arabs’ advocacy of a 
concerted international effort to provide development funds to 
developing Asian countries stems from their pragmatic 
consideration that an accelerated development of these 








in oil revenue has not yet affected either its 
own operations or those of any other Arab fund, it argues that 
the shrunken income has already caused shock waves as 
emphasised by affluent Kuwaitis beginning to think of taxation 
as a serious source of government revenue. It argues that 
continuance of present oil-market conditions could hit 

Arab contributions to multilateral aid agencies like the 

World Bank and also to aid flows under bilateral 

agreements. 

Conceding that smaller revenues are a factor, Aopec believes 
that this can be overcome, however. The Abu Dhabi Fund for 
Arab Economic Development does not seem to have done 
sufficient advanced thinking on linkage between reduced oil 
production and aid flows. The Kuwait Fund for Arab Economic 
Development seems most optimistic: arguing that Kuwait has 
reached a level that isolates it from great fluctuations in oil 
revenue, the fund declares confidently that it can preserve its 
present aid average for the past few years of US$400-550 million 
yearly over the next few years. It also points out that Saudi 
Arabia only last year raised the capital of the Saudi Fund for 
Development by as much as 67%. 

The chief executive of the Kuwait Fund argued to a group of 
visiting foreign journalists last November that the US recovers 
as much as US$9 for each dollar it loans in aid and the figure 


countries will lead to a substantial increase in global demand 
for energy sources, particularly oil. Their own aid-funding now 
is through both multilateral agencies like UN agencies, World 
Bank, Opec International Development Fund, Islamic 
Development Bank, Arab Fund for Economic and Social 
Development and Arab Bank for Economic Development in 
Africa as well as through bilateral agreements between recipient 
countries and national agencies like the Saudi Fund for 
Development, Kuwait fund and Abu Dhabi fund. National 
agencies are also used by most oil-rich countries for channelling 
funds through multilateral agencies. 


countries currently are negotiating participation in the 

Asian Development Bank's (ADB) operations. The 
ADB has decided to raise its capital ceiling and expects Arabs 
to make up the difference. Arabs helped the Islamic 
Development Bank last year to raise its capital from US$791 
million as special drawing rights to SDR's 1.21 billion. 
Additionally, the same year the Saudi Arabian Government 
raised capital of its Fund for Development from SR 15 billion 
(US$4.36 billion) to SR 25 billion. 

The Kuwait fund quotes a 1980 Organisation for Economic 


А ccording to Hassan Saleem of the Abu Dhabi fund, Gulf 
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ration and Development report that the Saudi aid level 
at US$5 billion from 1978-80 surpassed that of the US. 
Compared to the UN plea that financially well-off countries 
should set aside 1% of their GNP for foreign aid, Kuwait 
contributes 4%, Qatar and Saudi Arabia more than 4% and 
the UAE 7.5%. Apart from the Scandinavians — who have 
surpassed it — no Western country has been able to meet the 
UN target. 

Started in 1961, the fund now has a capital of KD 2 billion of 
which half is committed in loans of which 65% has been 
disbursed. During the first nine months of 1981, pledges totalled 
KD 153.4 million. The fund's capital is always kept semi-liquid 
through investment around the world in secure and ready 
marketable scrip. Loans are allocated on a first-come-first- 
served basis to finance economic development — especially 
transport, electricity, agriculture and industry — and for 
support in balancing payments and foreign trade. Political 
considerations are stated to be of no importance for recipient 
countries and range over a broad political spectrum from Jordan 
through India to Vietnam. Terms of the loans are decided on 
the basis of each country's per capita income with India 
paying 1.5% and Turkey 4%: period of repayment is 15-40 
years. 

But in relation to the Kuwait fund, Abu Dhabi's fund 
performs slightly more complex functions ranging from 
technical assistance through concessional loans and grants to 
equity participation in developing countries. Apart from 








administering its own funds totalling DH 2.1 billion (US$583.33 
million) at the end of last year, it also administers loans and 
grants made separately by the UAE Government. Until the 
end of last year, under both categories its jurisdiction extended 
over DH 6.15 billion committed to 104 projects in 46 countries. 
However, the bulk of these commitments were to Arab and 
African countries. On the Asian continent, beneficiaries were 
Indonesia, Malaysia, Bangladesh, India, Sri Lanka, Maldives, 
Pakistan and Afghanistan. Funds committed until the end of 
1981 totalled DH 42.5 million in Asia for 11 projects ranging 
from Bandung electricity in Indonesia through Suai Oil Palm 
and Sabah Flour and Fodder Mill in Malaysia to Afghanistan's 
Baghlam Sugar Factory. 

Abu Dhabi's programme of funding emphasises development 
of infrastructure and agriculture. It often suggests equity 
participation to applicants from top and middle levels of the 
developing world. But its equity participation towards the end 
of 1981 totalled only DH 168 million in Morocco, Tunisia and 
some African countries. In granting loans, the basic condition 
of the fund is that the size should not be more than 10% of its 
own capital or more than 50% of the total cost of the project. 
Interest rates are 3-4% and repayment periods are 10-15 years 
with three to five years' grace. 
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UNITED ARAB EMIRATES 


Trade volume 
hasn't dropped: > 
margins have - ч 








[ - A British MP once declared at a London seminar - | 
that the unpleasant image abroad of the kefayah- | 
wearing Arab vulgarly flaunting his oil wealthis — 4 
а historical phenomenon of the masses, especially — 
the media, reducing the citizens of rich countries — | 
to an ugly stereotype. He recalled the British 4 


Edwardians' visits to the French Riviera early this century and | 
the French press caricaturing “their arrogance, their vulgarity — 
and their gauche, parvenu lifestyle.” When the United States 
emerged as the world’s super rich, the masses discovered the 
cigar-chomping, dollar-bill-waving, flashily dressed over-paid 
and over-sexed standard ugly American. 

The MP did not recall the Japanese image in Indonesia and 
elsewhere in Southeast Asia. That too would have fitted into 
his argument but it could be taken only that far and no further 
for neither the British, nor the Americans, nor latest of all the 


Japanese, have been even remotely as guilty of squandering : 
their money as the Arabs were until the recent downswing in | 
their oil revenues. Although now gone for ever are the days 4 


when sleek and expensive cars were discarded in the desert for Е! 

minor mechanical failures, the Gulf still abounds with ^ 

monuments to expensive national follies. ; 
Recovering not too quickly from the initial glow of a sudden —— — 

downpour of money, all Gulf states became aware of the 

inevitability of oil running out some day. The solution some of г 

them sought ranged from the 200,000 tonnes-per-year | 

aluminium plant and huge dry dock at Bahrain, through another | 

145,000 tonnes-per-year aluminium plant and also a dry dock 

at Dubai, to an oil-tanker company that by now has lost US$22 

million and cannot sell its level for more than scrap value. The | 

Bahrain aluminium plant has 70,000 tonnes of unsold stocks 

awaiting buyers in a globally depressed aluminium market. 1 

Bahrain too is looking for customers. No one is prepared to i 

discuss the losses incurred. The Bahrain dry dock admits 

reduced losses of US$10 million in 1981 compared to “much 

bigger losses" during preceding years. Although it is not 

prepared to discuss its losses, Dubai is believed to be in a worse 

position. J 
The most outstanding example of past ill-conceived 

investments, however, is the seven-sheikhdom Federation of 

the United Arab Emirates (UAE) itself where ports and so- К 

called international airports stand cheek by jowl. Within about ] 

50 kms of its coast are three major ports — Mina al Zayed, | 

Mina al Rashed and Mina Jebel Ali which is the biggest man- 

made port ever built. With 67 berths now operating, including | 

some that can handle vessels in the 70,000 dwt range, along | 

with support facilities that are the envy of many ports around 

the world, Jebel Ali has been suffering undisclosed losses. 

Similarly, almost every next state in the UAE has an 

international airport of its own, making cynics quip: "In certain 

cases, the state boundary ends where the runway does." 
Conceptually, however, these investments are not half as 

wasteful as the barbarously ostentatious facade of the 

headquarters of the Arab Monetary Fund in Dubai. The entire 

structure is covered with mirrors perpetually reflecting the 

golden tint of dawn or dusk, for polishing of the one-way mirrors 

has been done with gold compound. Yet another instance is 

the UAE's purchase of (French) Crotale anti-aircraft missiles 

followed by the acquisition of (British) Rapiers. Years after 

their purchase, these sophisticated, lethal weapons are still in 
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an ware is purchased not во: kuch asa errele need А 
rather to please some of the weapons-manufacturing friendly 
ites. 

Ithough Opec is far from the death-bed that some argue it 
lying on, the recent decline in annual receipts has brought 
iome to the Arabs the need for cutting down was ' 
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Е, for instance, is 
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patriates. There 
‘been too many 
of businessmen 


‘phenomenon partly 
attributable to the 
continuing cut-throat 


ans аге in sharp 
nflict with the 
rrent Arab effort to 
ipe off their own 
mage abroad of being a xenophobic, · 
losed society that turns gauche at the 
rst encounter with the outside world. 
also in conflict with their aim of 
asing their citizens’ growing prosperity 
n freedom of business and business 


d AI Nahayyan set his heart on 
ng his barren Abu Dhabi into 
fields and turned the Al Ain area 
producer of enough vegetables to 
eet UAE's own requirements, with 
ome to spare. UAE Reserve Bank governor Abdel Malik Al 
ammar seriously suggested to the REVIEW that UAE could . 
plan for a post-oil future based on agriculture and tourism. But 
with Abu Dhabi boasting the highest cost of living in the world 
nd acutely short of water, neither the waters at Al Ain nor the 
plendid, newly built corniche (sea front) could now hold much 
romise for agriculture and tourism. 
But, irrespective of whatever future the UAE government 
may be planning for them, its citizens are not losing time in 
helping themselves. They are finding opportunities galore for 
becoming millionaires overnight in activities ranging from the 
-peculiarly local property racket through smuggling to honest 
* commerce. UAE's commercial capital, Dubai, is the nerve- 
.. centre for smuggling gold and other goods into the 
“Subcontinent. It is also one end of the conduit for non- "bank 
remittances to Pakistan. 

It may be just a coincidence that the other end of the conduit 
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middlemen in the import trade of Iran, Bahrain, Yemen 

Arab Republic, the Subcontinent and several other 
countries besides Southeast Asia and Europe. They were under 
pressure initially because of the Iranian revolution almost totally 


А Hl the same, Dubai merchants have long specialised as 


x blocking the most important segment of their market. But last 
|< year found them re-exporting goods worth DH 1.62 billion 


(US$450 million) a nominal rise of 0.7% over the preceding 
year. 
This year they have received a -further boost, with Iranians 
; making 42items 
importable by private 
traders. With oil income 
now soaring tó slightly 
under US$2 billion per 
month, foreign- 
exchange reserves 
estimated in November 
at US$7 billion anda 
.reduced level of 
Anflation irrespective of 
the continuing war, 
Iran has good reason to 
relax now. 
But discussing 
current market 
|. conditions, one Dubai 
| merchant wailed: "The 
' "volume of imports has 
` not fallen but the 
| margins certainly have. 
takes us twice as 
uch to sell as we were 
loing even last year just 
o break even. The 
main reason for the fall 
in margin is the cut- 
throat competition we 
are now facing from 








adventurers.” 
The so-called adventurers are mainly 
UAE citizens who have discovered the 
trick of making bulk purchases of well- 
known brands in Singapore and 
Hongkong. Spending nothing on, 
creating servicing facilities, buying 
advertisement space or meeting other 
overheads, they can sell to shopkeepers 
at alower price than quoted by the 
companies’ authorised agents. For 
instance a Japanese-made video cassette- 
recorder selling for DH 2,100 last year 
fell to. DH 1,800 in Dubai this year. 





| Similarly, the Toyota dealer in Dubai found that one of his 


models priced at DH 21,000 was selling 50 kms away at al Ain for 


. DH 16,000. The culprits: merchants from neighbouring Oman. 


Additionally, some dealers are making money through bulk 
purchases of cheap imitations from Bangkok and Taiwan and 
company rejects through Hongkong, Singapore and even 
directly from Tokyo. One such dealer bought several hundred 
washing machines from Seoul and cleaned up handsomely. 
Consumers found the machines did not match local voltage 
and the authorised dealer of the company finally discovered 
that he had never imported them — nor had the company ever 
manufactured them for the Middle East. 

Hence speculation seems illogical that, when the oil runs 
out, the Arab will shrug his shoulders and go back to his sand, 
tents and camels. He seems to have joined the mainstream of 
modern civilisation and oil or no-oil, is unlikely to leave it in 
the foreseeable future. 18 


"MARCH, 1983 ө FAR EASTERN ECONO 








Y идей x05 Af ending chaim Z PEUGEOT 505 
with realism: hofinement with officioncy. 


1 PEUGEOT === © == 





CPT shows how your word processor 
of today can be the first step to 
your automated office of tomorrow. 





ord processing has taken the 
business world by storm 
Offices large and small are dis- 
covering this great step forward over 
ordinary typing. 

Unfortunately, thats where most 
people stop. 

They ve accepted their new word 
processors as “fancy typewriters: They 
don t realize they're on the threshold 
of an even bigger idea —called office 
automation. 

CPT has long recognized this poten- 
tial in the office. Thats why all CPT 
word processors are designed to let 
you add new powers— a step at a time. 

Start with CPT’s entry-level word 


See 








ALIOZRX 


It lets your CPT word procesors “talk” to nearly a thousand different office devices, including mini and 
main frame computers, other word processors, phototypesetters and OCR s 








processor and expand your system later 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. 













Your different departments will 
soon discover the computer power 
of an advanced word processor. CPT 
software will let them do complex 


math, sort files and make up new lists, 


as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 


Mail to: CPT Corporation 


pages of additional information each. 

For larger systems, the CPT Word- 
Pak II™can store over 11,000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is CPT s new Office Dialog Link” 

Unlike present “networks” offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So what starts out to be a better way 
to type —is in reality a better way to do 
business. And thats what "office auto- 
mation” really means. 







C/O Davidson and 
Partners Ltd 

P.O. Box K-1017 

Kowloon, Hong Kong 
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Specifications subject to change without.notice at the discretion of CPT. | CPT takes the mystery out of word processing. 


CPT Distributors 


Worldwide: 


ARGENTINA 
Buenos Aires 
33-5453 
AUSTRALIA 
Brisbane 

(7) 52-8455 
Melboume 

(3) 267201 
Sydney 

(2) 4198000 
AUSTRIA 
Vienna 

(222) 787601 


BAHRAIN 
Manama 
233213 
BARBADOS 
Bridgetown 
(42) 61070 
BELGIUM 
Brussels 

(2) 242-4224 
BERMUDA, 
Hamilton 

129) 59400 
CANADA 
Toronto 

(416) 781-9135 
Vancouver 
(604) 872-8882 
Victoria. 
(604) 381-3282 
Winnipeg 
(204) 942-2141 
CHILE 
Santiago 
225-0793 
COLOMBIA 
Bogota 
212-4411 
COSTA RICA 
San Jose 
240651 
DENMARK 
Ballerup 

(2) 976100 
ECUADOR 
Guayaquil 
390166 

Quito 

540011 


EGYPT 
Cairo 
660865 
FINLAND 
Espoo 

10) 803-7199 
FRANCE 


París 
(03600222 
GERMANY 
Cologne 
122031 53094 
GREECE 
Athens 

(0 3640664 
GUAM 
Tamuning 

(1) 4478992 
HONG KONG 
(51717221 
ICELAND 
Reykjavik 

(1) 29200 
INDONESIA 
Jakarta 

121) 814708 


ITALY 

Milan 

12) 2841141 
АРАМ 
okyo 

(3) 8641210 

JORDAN 

Amman 

42723 

KENYA 

Nairobi 

(2) 558228 


Selangor 
131575355 
MEXICO 
Mexico City 
533-3070 


THE NETHER- 
LANDS 


Leiden 

(71) 769245 
's-Hertogenbosch 
(73)122355 


ZEALAND 
Auckland 
(9) 798545 
Wellington 
(4) 726007 
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= 
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PHILIPPINES 
Aanila 

(3854011 

PORTUGAL 


Lisbon” 


Jeddah 
1216513940 
SINGAPORE 
2224288 
SOUTH 
AFRICA 
Johannesburg 
(11) 374230 
SPAIN 
Barcelona* 
Madrid 
(14550766 
Valencia? 
SWEDEN 
Taby 
18) 7680940 
SWITZERLAND 
Zurich 
(D 418880: 
TAIWAN 
Taipei 
(2) 3445118 
THAILAND 
Bangkok 
{2} 2770120 
TRINIDAD 
Port of Spain 
(62) 51041 


Sharjah 
(6) 394121 


(741-9050 
URUGUAY 
Montevideo 
784642 
VENEZUELA 
Caracas ^ 
283-5243 


"Telephone numbers: To be announced 











If You Want to 
Learn More About |- 
Reaching Asias | 
Frequent Business | 
Travellers We'd 
Like to Give You 
the Plane Facts! 


When it comes to reaching the heavy fre- 
quent travellers, the Far Eastern Economic 
Review soars above all the rest. 


At present most of the world's leading airlines 
that have routes in Asia use the Far Eastern 
Economic Review regularly as a primary ad- 
vertising medium. Why? The answer is simply 
because the Review reaches the highest au- 
dience concentration of heavy frequent inde- 
pendent business travellers of any regional 
publication in Asia today. And does it more 
cost-efficiently. 


If you'dlike to know more about our frequent 
business travellers, write on company letter- 
head and we'll be glad to send you a copy of 
the 6 City Media Phase from the INTRAMAR 
STUDY independently conducted by Interna- 
tional Research Associates. 



























Address your FAR EASTERN II ECONOMIC 
inquiries to: | | 

Elaine Goodwin 

General Sales Manager ' | 
Far Eastern Economic Review, 


GPO Box 160, 
Hongkong. 


For advertisers who | 
take Asia seriously _ 







Some of the svalde 
best pilots leave home 
toflyfor Air Niugini. 







It doesn't take Í 20 ports at home, 
visitors long —- 10 overseas 

to find out Whether you're 
why Air Niugini travelling for 






Relax. You’ re with араб 
When you consider that Air 
Niugini hires only experienced 
pilots, and that every single one 
of them serves several years on 
the domestic network before 
becoming eligible for promotion 
to international routes, its hardly 
surprising that Air Niugini’s 
Boeing pilots are regarded às some 
of the world’ most experienced 
flyers. Each of them has logged 
between 9,000 and 14,000 flying 


hours. 





employ over a hundred pilots. 
Because Papua New Guinea is 
such an incredibly mountainous 
country, flying is often the only 
way to get around, and the 
national airline covers a stagger- 
ing schedule of domestic flights as 
well as international ones. 

Only about 2096 of Air Niugini’ 
pilots fly on international routes- 
and then only after logging four 
to five years flying in PNO! 















business or pleasure, Air Niugini 
can fly you to Papua New Guinea 
and show you around. For 
further information contact 














We can afford to be ze your Travel 
choosy | Ис: = Agent or nearest 
Papua New Guinea has PE Р | Air Niugini 
always held a special a | Sales Office. 
fascination for flyers, ! 

and jobs with the z 

national airline are Sydney 2328900 Brisbane 2295844 
keenly sought by pilots Melbourne 639327 Cairns 514239 


who have already gained 
commercial experience in 
Australia, New Zealand and & 


the UK. 5 THE NATIONAL AIRLINE OF PAPUA NEW GUINEA 
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In search of sea power 


Eighth Voyage of the Dragon by Bruce 
Swanson. Naval Institute Press, An- 
napolis, Maryland. No price given. 


THIS history of China's quest for sea- 
power by an ex-United States Navy officer 
and specialist in Chinese maritime affairs 
— he wrote the Chinese section in the 
Guide to the Far Eastern Navies — is a 
timely book that fills a large hole in 
maritime scholarship. The book is timely 
because after the seven voyages of 
exploration by the Chinese admiral Zheng 
He (Cheng Ho), China is 500 years later 
embarking on an eighth voyage that will 
modernise its navy and perhaps its entire 
outlook. 

Swanson's book fills a major gap by 
tracing the development of the Chinese 
navy from its earliest beginnings to that of 
the present naval arm of the People's Lib- 
eration Army. His story begins with the 
decision by Emperor Yongle in 1403 to 
build 2,000 large sea-going junks to be used 
to underline China's control over the coas- 
tal tributary states. From 1405-1436, 
Zheng He, the “three-jewelled eunuch,” 
carried out seven voyages that took him to 
Indonesia, Ceylon, India, Arabia and the 
east coast of Africa. 

His ships were reckoned to be the 
greatest of their time. As another ex-US 
Navy officer and China specialist, John 
Dewenter, once commented, if the 200- 
ton ships of Portuguese explorer Vasco da 
Gama had encountered Zheng He's 
1,500-ton vessels, history might have 
taken a different course. However, with 
the death of Yongle in 1436, the Chinese 
empire was thrown into turmoil as jealous 
eunuchs vied for power, and the records of 
Zheng He's voyages were destroyed and 
naval expeditions abandoned. 

Swanson's book, though not the first to 
describe the Haifang system of maritime 
defence — which pinned naval forces 
down to defending specific coastal areas 
rather than meeting the enemy at sea 
probably presents the most erudite ver- 
sion. The strength of Swanson's work is 
that he explains how this defensive stra- 
tegy fitted into the Confucian system of 
Ming and Qing China. This lack of a blue- 
water strategy became particularly notice- 
able during the period of late Oing and 
Republican China, when the country at- 
tempted to catch up with the West by buy- 
ing foreign technology and hiring foreign 
experts. 

But the strongest section of the book is 
the description of the beginnings of the 
PLA navy and its organisation. Swanson 
has used a large number of declassified US 
Navy documents which combine nicely 
with other English and Chinese docu- 
ments to flesh out a picture of China's new 
navy. Perhaps the most interesting feature 
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describes the very reluctant defection of 
Capt. Deng Zhaoxiang of the cruiser 
Chongqing in 1949. 

The cruiser, armed with 6-in. guns, was 
the largest vessel in the Kuomintang fleet 
and was carrying 500,000 silver dollars — 
Chiang Kai-shek's emergency fund. The 
morale of the crew was poor as they had 
not been paid for months, and Deng — a 
relative outsider — knew he was about to 
be replaced as captain. A mutiny broke 
out and Deng was forced to sail the vessel 
to- Yantai, north of Shandong province, 
where the cruiser's fate was argued. Anti- 
revolutionary crew members (including 
Deng) decided to take the vessel back to 
Taiwan, but the plan was revealed and the 
vessel was taken over by PLA soldiers. 
Deng was later hailed as a hero of the re- 
volution and became a member of the 
fledgling PLA navy. 

Swanson ends with a description of the 
"neo-maritime spirit" identified with 
Deng Xiaoping. China is obviously be- 
coming more maritime in its outlook, with 
more commercial and international in- 
terests. However, Swanson makes a 
strong final point when he says: *The 
needs of the Chinese navy will remain con- 
troversal in military budget deliberations. 
Growth will bring it into Sharp competi- 
tion for resources with the other military 
services and the civilian industrial sector. 
As past records indicate, China's navies 
have not been especially adept at main- 


The PLA navy today: still controversial 





taining constant growth or planned mod- 
ernisation programmes." 

It may well turn out to be that China's 
eighth voyage will not be undertaken by 
the navy but by the country's commercial 
shipping interests. — GEORGE LAURIAT 


Preaching to the unconverted 


Hudson Taylor and China's Open Cen- 
tury: Book Two: Over the Treaty 
Wall by A. J. Broomhall. Hodder and 
Stoughton. £3.95 (US$6). 


THIS second volume of Broomhall’s six- 
volume epic on the life and times of the mis- 
sionary to China, James Hudson Taylor 
(1832-1905), takes us past the Treaty of 
Nanjing in 1842, to the opening up of the 
treaty ports of Canton, Xiamen, Fuzhou, 
Ningbo and Shanghai to foreign trade. 

Along with trade came the mis- 
sionaries, but not at first in great numbers. 
In Shanghai in 1850 there were only seven 
missionaries, representing six different 
missions, travelling outside the city to 
preach. The Roman Catholics had risen to 
the challenge, says Broomhall, while the 
Protestant churches in Europe were “ob- 
sessed with political distractions.” 

The churches may have had their politi- 
cal concerns to worry about, but the young 
Taylor's unswerving obsession was get- 
ting to China *to preach the Gospel." His 
road to China was one which would have 
turned many a hero to dust. Taylor 
thought little of giving most of his money 


away to the poor, starving and walking 
what at times must have seemed unending 
miles to study in the primitive conditions 
of early 19th-century hospitals and over- 
coming near-fatal septicaemia. 

Taylor's obsession with going to work in 
China was fanned by the articles and let- 
ters on missionary work and the *heathen 
Chinese" in such periodicals as The 
Gleaner, The Christian Spectator and 
Chronicle. His medical studies were no- 
thing “їп comparison with discovering and 
doing the will of God." Taylor, ап indi- 
vidualist of the first order, was not to be 
bound by any man or any missionary so- 
ciety. He was to be subject only to the “di- 
rect and immediate leadings of God." 
And if no missionary society could accept 
his demands then he would find another : 
way to go. 

The Chinese Evangelisation Society, 
which was to sponsor Taylor in China, 
must have raised more than an eyebrow at 
his beliefs. Indeed, Taylor's *rugged hon- 
esty" would still raise an eyebrow or two in 
certain sections of the orthodox Protes- 
tant churches today. Nevertheless, Taylor 
was accepted and duly shipped out on the 
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The South China Morning 
Post's blockbuster reference 
-book on Hong Kong's top 

people. | 
An invaluable reference book. 


А priceless mailing list. 


шишин HO N G 
This comprehensive listing of 
‘Hong Kong's top people with — 
photos has now been updated. 


in: compiling the names: 
included in this book; ће: 
editors and researchers _ 
“selected those figures who аге 
leaders іп their fields; in. 
business, finance, commerce 
‘banking, the arts, sport, ^ ^ 
‘government, the media, the... 
"professions, manufac’ ring | 
and other spheres. ; 


Over 1,500 individual. names 
and addresses, most of which 
are illustrated by photo- 
“graphs, make this a valuable 
reference book and an up- 


market mailing aid. 


WHO'S WHO IN HONG - 
KONG is a valuable research 


^ tool for scholars and jour- 
:nalists, both at home and. 


abroad, and a handy refer- 
ence book for businessmen 
overseas interested in the 
affairs of the Colony. 


The book also catalogues, 
major Government depart- 
ments, Counsuls, Trade Com- 
missioners, Associations, 
Clubs, Societies, and the 
media with a wealth of 
information on the people 
involved in these institutions. 
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ple in event of plural order). Postage of 
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Dumfries in September 1853, bound for 
Shanghai. 

But in Shanghai, Taylor's euphoria was 
immediately dampened: the office which 
handled mail was closed and his letters of 
introduction were useless; one missionary 
had died of fever five months earlier, 
another had left for the United States two 
years before Taylor's arrival. The only 
one left was Dr Walter Medhurst, and he 
had gone to the countryside. But Taylor; 
only 22 at this point, was not a man to be 
saddened for long. The exotic nature of 
the place, as he saw it, lifted his spirits. 

The China that Taylor plunged himself 
into was a mad hatter's world. Rebellion 
and conflict were the order of the day. In 
1853. the triads, known as the Short 
Swords or Red Turbans, had seized the 
Old City and they were surrounded by 
*40-50,000 Manchu and Chinese troops. " 

The Taiping rebels, led by Hong Xiu- 
quan and Zhu Jiudao, had affected a 
pseudo-Christian stance. At first the 
Christians in China had viewed them as 
potential allies in opening up the country 
to Christianity. Medhurst was to report 
that Hong was personally supervising the 
printing, by 400 printers, and the publica- 
tion of Charles Gutzlaff's Bible, “without 
the alteration of a single character." 

But slowly, the minds of Christian 
foreigners turned to view the rebels not as 
friends or as mere threats but. as firm 
enemies of their destiny. It must have 
seemed to Taylor and his companions that 
they had entered some peculiar hell on 
earth as they were laid seige to by so many 
bloodthirsty rebels. 

Shanghai, though, was but a base in the 
minds of many missionaries of the time. 
The real challenge for them was to go in- 
land. Treaties of one sort and another pre- 
vented them travelling openly into the “in- 
terior” as they called it, But a number, dis- 
guised as Chinese, did make lengthy trips, 
collecting everything from seeds to plants, 
and handing out religious tracts and 
preaching when the opportunity pre- 
sented itself. Taylor himself between De- 
cember 1854 and June 1857 made 18 
major excursions out of Shanghai. Back in 
the city he struggled with the language and 
with Shanghai dialect. He took an interest 
in photography and translated the Gos- 
pels into Shanghainese — no mean feat. 

The process of conversion to Christian- 
ity was slow, often painful and uncertain. 
The lives of the missionaries were often 
treacherous for they were “inevitably tar- 
red with the same brush as merchants and 
military men." They were barbarians, and 
that was a title they would never be able to 
erase. 

Broomhall tells an exciting tale about 
extraordinary men. And Taylor in his en- 
thusiasm, strength of belief and purpose, 
and singlemindedness stands above most. 
That Taylor had an *Almighty vision" 
comes through clearly, though the prose 
to which this *vision" has been consigned 
is rather stiff, formal and lacking in vital- 
ity. With excellent illustrations, appen- 
dices, a personalia, a bibliography and an 
index, the book provides an excellent re- 
ference work. — IAN FINDLAY 
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TRAVEL 


Loved the pictures . . . 


The Lion and the Dragon photographed That may be the only sexual innuendo 


by Frank Fischbeck, written by Mary 
Craig. Hongkong Experience. No price 
given. 


THIS volume, among the latest batch of 
coffee-table books featuring photographs 
of Hongkong, is distinguished by some 
particularly beautiful pictures and some 
jarringly pretentious writing. The opening 
paragraph of the short introductory essay 
has already become something of a local 


| joke in Hongkong: 


*When an October afternoon throws a 
powdered mantle, grained with gold and 
pink, amber, blue and duckegg green, ac- 
ross Hongkong and the yearning peaks of 
Kowloon's twisted, rolling hills, look care- 
fully. For there are the dragons. Nine of 
them: ancient, silent sentinels humping 
their way across the sky into myth and 


enigma." 


in the book, but it certainly is not the only 
purple (or gold, pink, amber, blue, etc.) 
passage. The prose throughout humps its 
way into myth and enigma. 

But ignore the words; concentrate on 
the pictures. There we have something. 
From reproductions of early paintings of 
cool madonnas and forthright mandarins 
to bemedalled pillars of present-day civil 
and military society; from the sweep of the 
harbour to the slums of the squatter areas; 
from the outlandish Brenda Chau to the 
landiess Vietnamese refugees; from red- 
robed judges to disrobed bargirls and sun- 
bathers; from life, in the shape of a gold- 
toothed, laughing Hakka woman, to 
death in an exhumed skull. 

All Hongkong is here. It is only a pity 
that the quality of the printing does not al- 
ways match the quality of the photo- 
graphs. —M.MacL. 









tially есере from, суат 
ill fail this year as the result of bo: 
nomic and political inst 
iddle East. And the. long 
ions for the economy are eque 
Б. Opec discord, the Iran-Iraq жаг. 
growing Saudi antipathy towards: Filipino 
vorkers are combining to reduce —- for 
the first time in a decade — the number of 
Philippine workers in the region. 
is is sobering news for Manila' s 
technocrats, who were banking on.in- 
creased inward remittances from overseas 
workers to help offset widening balance- 

















signed by President Ferdinand Marcos on 
December 13, 1982, tightened. existing 
rules governing such remittances: For the- 
;renewal of Filipino overseas 
assports, for example, proof is 
T that 50-70% of a-worker's base 
salary has entered the Philippine banking 
system. The government hoped that the 

$700-800 million of workers” earnings 
which entered the country in 1982 could 
кош to ed 5 billion t 













argeting a reductle on in the balance- 
of-payments deficit from:1982's US$1.135 
billion toa more manageable US$560 mil- 
on. But such hopes may prove ill- 









tion in the Middle East. 
“The Central Bank [of the Philippines] 
ill have to scale down some of its projec- 
tions," Minister of Labour and. Employ- 
ment Blas Ople told the КЕМЕМ, "For 
fiic. if we can stay the same [as in 1982] this 
year, we will be all right." Patricia Santo 
Tomas. director of the. governmént's 
Philippine Overseas Employment Admin- 
istration (POEA), is slightly more ор- 
mistic. “I think we can reach US$I bil- 
iÓn, "she said. But it was "entirely possi- 
ble" that total numbers of contract work- 
rs in the Middle East would drop; ; 
"The 0581.5 billion figure `i 
target,"- central bank’ governor Jaime 
Laya told the REVIEW. "But our estimate 
P ts projections 
_ is substantially less." Also, while a drop in 
oil prices may alter plans for increasing 
overseas contracts in the Middle East, it 
will reduce significantly the Philippines" 
oil import bill as well, a big factor behind: 
the deficit. 
But for the burgeoning overseas labour 





















те 


of-payments deficits. An executive order, |1 


founded in the light of the current situa- ` 


the signs for 1983 äre ominous. 


- Many Gulf states have alread салу 


“ous existing con 
negotiation or a second bi 
at 45-50% of their former value, a 
to Philippine contractors. Competition 
“from the cheaper labour offered: by Sri 
Lanka and Bangladesh is cutting into the 
ili ar-torn. Iraq is hav- 
1 ànd has stopped 
payment on some important. Philippine 
projec The situation . in ibys, is not 









Ople: a delegation to the Gulf 






















ment in oil. While the Libyans would 
value the crude at Opec’s price, contrac- 
tors would have to dispose of it at spot 
‘prices. For obvious reasons, Filipino firms 
have not accepted such offers: 


M: crucial to the Philippines, how- 
ever, is Saudi Arabia, which absorbs 
63% of ali land-based workers contracted 
abroad; There, in addition to develop- 
ment cutbacks, the kingdom is speeding 
гор its planned shift to greater imports of 
service and maintenance workers in place 
öf the current hordes of construction рег- 
sonnel. This requires more skilled work- 
ers, Creating in effect a brain drain on 
Philippine «service industries. Already 
complaints are rife at the Manila Electric 














«Со: that-its most talented personnel are 











being siphoned off. Local oil refinérs say. 

















their personnel needs have reached a criti- 
cal stage for similar reasons. More impor- 
tant, the Saudi ttend seems to negate the 
major social advantage of having an over- 
seas-labour industry: finding an outlet for 
some of the 700,000 Filipinos annually en- 
tering the job market for the first time. 

The situation for the 200,000 Filipinos 
who work in Saudi Arabia is further com- 
plicated by a rash of antagonism towards 
Manila's imported. workers: Executions 
(by beheading) are not unusual among In- 
dian, Pakistani and even Filipino workers 
— for crimes such as murder and rape. But 
it is the Filipinos who are currently bear- 
ing the brunt of the “invading foreigner" 
syndrome simply by virtue of their sheer 
numbers in Saudi Arabia, where they 
equal 5% of the native population. 

Because of the bad publicity which 
executions inevitably attract, the Saudis, 
following the lead of Kuwait, have re- 
cently demanded that employers supply 
certificates from the National Bureau of 
Intelligence and even local village leaders 
attesting to the “good moral character™ of 
new workers. Officials worry that this will 
lead to a slowdown in recruitment and is- 
suing of worker visas, causing a cutback in 
the number of new labourers heading for 
the Gulf. 

Ople is planning to lead a delegation of 
government officials, bankers and. pri- 
vate-sector contractors to Jeddah and 
Riyadh (from February 25 to March 4) to 
hold talks with Saudi officials nominally 


' on labour relations, foreign-exchange re- 


mittances, shifts in: worker deployment 


l and labourers’ welfare; “We are going to 


be doing a lot of fence-mending actually,” 
admits: one member of the delegation. 
Aside from assessing the damage to po- 
tential contracts caused by Opec's disar- 
ray over oil pricing, the (quickly planned) 
mission is expected to offer assurances to 
the Saudis that Manila is trying its best to 
weed out workers who could cause trouble 


| in a conservative Muslim society. 


Most of the migrants are non-Muslims. 


"The POEA is instituting compulsory pre- 


departure orientation programmes for 


"workers and is conducting a feasibility 


study- on the extra costs of supplying 
psychological tests before employment. 
Officials will also tell their hostsof plans to 
charge workers P300. (US$32.09) before 
departure cas а performance bond, de- 
signed to ensure that should.a worker 
break his contract liis return airfare is as- 
sured. Whether this will placate the Saudis 
is ап open question, but labour officials 
аге confident hid will be able to with. 
























decrease in absolute numbers of workers. 

The same cannot be said for Iraq, which 
employs nearly 25,000 Filipinos. Ople is 
hoping he will be able to visit Baghdad, 
where wholesale lay-offs are looming. At 
the centre of the controversy is financially 
troubled Construction and Development 
Corp. of the Philippines (CDCP), which 
won the primary contract to build a major 
cross-Iraq highway. CDCP has no work- 
ing capital to keep the project going, while 
Iraq has disrupted contract payments. 
CDCP claims Baghdad is the cause of its 
lack of working capital while Iraq claims 
non-performance. The REVIEW has learn- 
ed that Minister of Trade and Industry 
Roberto Ongpin (who, after the govern- 
ment's National Development Co. bailed 
out CDCP in 1981, became chairman of 
the conglomerate) visited Iraqi President 
Saddam Hussein recently to try to find a 
solution. 

It is not clear whether any agreement 
was reached. The issue highlights a sim- 
mering debate within the Philippine 
cabinet as to whether Manila should allow 
its construction firms to become involved 
in prime contracting. One school of 
thought holds that the country excels at 
providing workers, whose training and lit- 
eracy in English make them some of the 
most productive workers in the Middle 
East, but that contractors do more harm 
than good for the Filipino image, owing to 
their constant delays and frequent losses 
incurred on prime contracts. The other 
view is that prime contracting should be 
encouraged and given incentives by the 
government. 


B: given recent experience, and the 
shaky financial condition of many of 
these firms, the former view appears to be 
winning out. Labour officials classify many 
subcontractors and local contracting cor- 
porations as little more than glorified re- 
cruiting agencies, normally obtaining the 
required engineering and management 
expertise from Western-based joint-ven- 
ture partners. They argue that, with such 
limited capabilities, the Philippines 
should concentrate on maximising bene- 
fits to the economy, by boosting inward 
remittances. 

The problem is complex and varies from 
country to country; but basically it is that 
the financial system does not allow for the 
smooth and rapid remittance of earnings 
to assigned beneficiaries in the Philip- 
pines. Philippine contractors hiring local 
workers for employment overseas guaran- 
tee that 70% of a worker's base salary will 
be remitted to family members' bank ac- 
counts. Normally, that portion is de- 
ducted from a worker's salary in the Mid- 
dle East and then placed through the con- 
tractor's bank to the Philippine account 
of the migrant worker or his beneciaries. 
The delay in remittance can be anywhere 
from two weeks to two months. The re- 
maining 30% plus overtime is paid at the 
job site. 
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But contracted workers with Filipino 
firms account for only 45% of the total es- 
timated 500,000 overseas labourers. The 
rest are hired directly by companies 
abroad and paid full salary at the job site, 
though they too must remit 70% of their 
base salaries. For them, delays in bank re- 
mittances are too long. so they either wait 
for friends to carry cheques or cash home 
with them, or buy material goods to bring 
back when their contracts expire and ig- 
nore the remittance provisions. 

A limited, government-sponsored sur- 
vey in 1981 found that only 45% of foreign 
carnings entered the country as cash re- 
mittances. The majority of those came in 
through the banking system which. for 
workers in the Middle East, involves any- 
thing from 3% to 18% in bank charges. A 
further large proportion of remittances ar- 
rived with friends or relatives, some via di- 
rect payroll deductions and a small pro- 
portion via the post. Average cash remit- 
tance per worker was US$3,478 a year. 
The value of merchandise brought into the 


Roadbuilding in Saudi Arabia; Iraq's Hussein: problems pile up. 









country upon a workers return was 
US$1.050 per worker a year. 

Local laws also create problems. Saudi 
Arabia forbids direct payroll deductions, 
though it does allow contractors to remit 
funds for workers. Iraq allows a maximum 
of 60% salary conversion from dinars into 
foreign exchange, so many workers find 
themselves traipsing through Baghdad's 
ill-supplied markets overloaded with Iraqi 
currency. Libya also employs exchange 
controls. 

In the light of all this, Marcos' executive 
order will be hard to enforce. It demands 
that seamen, workers for construction 
firms and professional workers with free 
room and board must remit 70% of base 
salary, while other professionals, domes- 
tics and other service workers must remit 
50% of their earnings. If proof of remit- 
tances cannot be shown by workers, then 
passports will not be renewed. 

Ople says, however, that the executive 
order cannot be implemented in full and 
that the percentages are indicative rather 
than hard and fast. “If Hongkong maids 
say it is better to accumulate their earnings 
rather than remit monthly, that poses no 
problem,” he said. “The executive order 
requires only proof of the remittances.” 

In fact, some labour officials report that 
returning seamen panicking over possible 
non-renewal of their passports have gone 
to the black market in Manila, purchased 
dollars and then passed them back into 
pesos via the banking system solely to ob- 
tain the required remittance document. 
“We will need to refine the executive 
order and create rules on a country-by- 
country basis," says Ople. 

Another means Manila is employing to 
entice further remittances is a raffle, run 
by the central bank (REVIEW, Jan. 20). 
Most observers doubt whether the scheme 
will be successful as they claim most work- 
ers in fact want to remit their funds, but 
are thwarted by the lack of banking infra- 
structure. 
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\ confidential World Ba ar k repo 


t indicates safety 


flaws in the South Korean atomic energy programme 


By Robert Manning 

ashington: A confidential World Bank: 
report indicates there may be significant 

safety flaws in South Korea’s nuclear 

power programme. It indicates constrüc- 


nnel in the rush to expand the. 
untry's nuclear power capacity. The 
“port was based on a study: by Salom 
Levy, a former senior executive of the“ 
merican General Electric company an 
currently an independent consultant on | 
iuclear energy. - 
~The study, dated April 1982, 








sanup- 


"Levy. on the safety aspects of South 
Korea's nuclear programme. The study 
was.administered.by the World Bank and 
financed by the United Nations Develop- 
ent Programme. for the Seoul govern- 
ent. . World Bank officials have con-. 
firmed the legitimacy of the Levy. report 
ich. was made available.to the REVIEW 


ion schedules may have taken prece- |. 
nce over safety measures and quality о | 











date of a June 1980 report, also done by |. 


; clear regulatory. 





by the Multinational Monitor and Coun- 
erspy, two Washington-based publica- 
ons critical of United States transna- 
tional.corporations and of the Seoul gov- 
erüment. Levy, described by sources at 
e US Nuclear Regulatory Commission 
IRC) as "a very solid, reliable type," 
cluded in his report that most of the re- 
mmendations made in his June 1980 
udy have not been implemented. 

South Korea at present has one fully 
| operational nuclear power plant, Kori-1, 
with two others — Wolsung and Kori-2 — 
heduled to begin operation this year. Six 
others are also under construction as part 
ofa plan to have 14 plants оп line by 1991. 
The South Korean programme is the most 
mbitious outside of the fully developed 
untries, and seeks to alleviate Seoul's 
_ dependence on imported oil for energy re- 
quirements. But the rapid pace at which 
` South Korea has been expanding its nu- 
car power capacity poses the most seri- 
ой challenge to its nuclear power industry 
d attendant bureaucracy, the World 
Bank report suggested. 
Levy is concerned over the safety issue: 
“Progress in operational safety ас Kori-1 
"in the past two years has been limited," he 
says. His report to the World Bank said: 
"lt is not apparent that schedule some- 
mes does not take precedence over 
safety and quality." Safety and, quality 
personnel "were pressured organisation- 
ally not to extend schedules." 

Three years after the accident at the US 
nuclear plant at Three-Mile Island, South 
Korea has yet to develop.a "detailed апа 
specific" plan on such. accidents toim- 


party independent quay and safety:au-.. 
dits are minimal . . . An integrated;a and | 
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prove precautionary mechanisms. "Third- 








“complete [South] ‘Korea nuclear. power 
' safety programme is not. available [and] 


the ,organisation, "and. the relevant 
docümentation to control safety are still 
far from being in place." the report said, 
noting further that South Korea has not 
veloped а comprehensive programme 
the. storage, and disposal of radioactive 











"The report also etfiphasised that "avail- 
ibility of manpower resources and, in par- 





‘ticular, experienced and qualified person-. 
| nel continues to be a critical safety issue in 
carrying out the 


roposed [South] Korean 
nuclear programme." Nevertheless, the 
report said that since 1980 there has been 
substantial .change in South Korea's nu- 
amework including an 
amendment to the atomic energy law in 
‘April 1982; a reorganisation: 
of the Atomic Energy 
Bureau (AEB) and the es- 
‘tablishment of the Nuclear. 
‘Safety. Center (NSC). in: 
1982 to: carry out safety 
:evaluations and to audit and 
inspect nuclear facilities. 

But the. repo i 
out that manpower pro-. 
oreo be exacerbated 








year. The report $ 
immediate workload as: 
signed to the NSC cannot be. 
handled with: the available 
manpower." К said- the 
actor systems department. 
had азга of only 13 though 
“it was assessed that a staff 
of 25 is needed to handle the 
on-going reviews.” More- 
over, the report said that 
despite the reorganisation 
of the AEB, the number of people as- 
signed to nuclear regulatory duties has not 





changed. The report expressed fear that 


an adequate number of sufficiently qual- 
ified personnel may be lacking, as South 
Korea's nuclear programme unfolds. 


key conclusion of the Lev y report was 


an urgent need for a "strong, indepen- 
dent and. competent nuclear regulatory 
function." Concern over improving qual- 
ifications of regulatory personnel.and the 
watchdog functions of regulatory agencies 
rank high in the report's, recommen- 


„dations. On the other hand, the Korean 
Electric and Power. Co. (Kepco)  in.a. 


January 15, 1981, letter to the US Ex- 
port-Import Bank said many of the recom- 


mendations made in Levy's 1980 report: 
were being met on target. (The Exim Bank : 


has subsidised the majority of the costs 








South Korean nuclear plant: manpower problems. 





gramme to! self-sufficient torun nuclear 
power plants ever since the beginning of 
nuclear power programme.” This does not 
square with the failure to increase regula- 
tory personnel. mentioned. in the. second 

















































report, two years later. Kepco also said in 


the letter: “We quite agree with the re- 
commendation . . . to incorporate the les- 
sons learned after Three-Mile Island." 
Nonetheless, the April 1982 World Bank 
report done by Levy emphasises that. no 
such plan has yet been implemented: 
Victor Gilinsky, an NRC commissioner 
who visited South Korea last. year con- 
firmed to the Review that South Korea 
“hasn't made. the software modifications 
we. recommended since [Three-Mile: Is- 
land]." Gilinsky wrote a report on his trip 





. which has been.cited by Seoul in its de- 
fence against the World Bank report, But 
Gilinsky, while generally giving the South 
Koreans high.marks on their nuclear pro- 
gramme (which is modelled after the 
American nuclear programme), told the 
Review that his "favourable comments 
























are not necessarily mutually exclusive" to 
Levy's report. 

Asked about the safety aspects. of the 
South Korean nuclear programme, 
Gilinsky explained: "The Koreans realise 
that there is a.terrific investment at stake 
and.that safety ultimately means dollars 
which could be lost in potential. shut- 
downs.” On.the manpower .problem, 
Gilinsky said: "The Koreans are very seri- 
ous and have very good people at the top, 
but may be spread a bit.thin.". He added: 
"South Korea is very anxious to cooperate 
with usand tends to pattern its nuclear op- 
erations after.the US.” .. 

As more nuclear plants. come on line, 
the matter of nuclear waste also increases 
in urgency. In Kepco's letter to the Exim 
Bank, it recognised “the urgency of na- 
i the disposal, of 






= + wT Vr aes SECUS 
radioactive waste is something that even 
the US has not fully come to grips with, 
and this poses questions in areas of nu- 
clear proliferation as well as in the peace- 
ful uses of nuclear power. Nuclear waste 
opens the Pandora’s box of the back end 
of the nuclear fuel cycle — reprocessing of 
spent fuel, from which weapons-grade 
material can be obtained. 

The administration of President Ronald 
Reagan has altered US policy towards the 
back end of the nuclear fuel cycle, more 
liberally allowing Western Europe and 
Japan to reprocess US-origin nuclear fuel. 
But the policy restricts such approval so 
far to countries with sophisticated ad- 
vanced nuclear programmes — specifi- 
cally those in Europe, and Japan. But US 
officials concede that South Korea's am- 
bitious nuclear plans may soon force the 
issue of where to draw the line on nuclear 
reprocessing. (Seoul has discussed with 
Japan the idea of a regional reprocessing 
centre but such talks are at the embryo 
Stage.) 


t is not clear what, if any, the implica- 
tions will be of the disclosures about the 
South Korean nuclear programme. The 
US Exim Bank has financed six plants sold 





Reagan: changing the rules 


to South Korea by the US firms Westing- 
house Electric and Bechtel Corp., the firm 
at which US Secretary of State George 
Shultz and Defence Secretary Caspar 
Weinberger were top executives before 
joining the Reagan administration. West- 
inghouse has sold six reactors to Seoul, 
and Bechtel has engineered four of the 
plants and plays an important role in 
Kepco. The Exim Bank has lent US$1.9- 
billion for the purchase of the Westing- 
house reactors, fuel and Bechtel engineer- 
ing services. Officials here doubt that the 
World Bank report will have substantial 
impact on future Exim Bank loans for the 
South Korean nuclear programme. But 
the question of safety may trigger closer 
congressional scrutiny of the programme, 
particularly given the close ties between 
Seoul's nuclear industry (and regulatory 
apparatus) and its US counterparts. 
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INDUSTRY - 


Nissan hails a cab 


A major Indonesian tax concession on taxi supplies could 
herald a comeback for the Japanese car manufacturer 


By Susumu Awanohara 

Jakarta: After a long. bitter battle with 
the local sole agent, and having lost almost 
all its market share, Nissan Motor Co. of 
Japan (manufacturer of Datsun cars), 
with its old trading and financial partner 
Marubeni, is set for a dramatic come- 
back here — with a little help from the In- 
donesian Government. Finance Minister 
Ali Wardhana decreed in January that 
parts for Datsun Stanza cars would be 
exempted from both import duty and im- 
port sales tax. As a result, the price of a 
built-up Stanza to Indonesian: taxi com- 
panies will fall by about 60%. 

Nissan's new sole agent, Wahana Wira- 
wan, is widely believed to be controlled by 
the Association of Retired Armed Forces 
Members (Pepabri) which is apparently 
involved in ownership of taxis through 
cooperatives; and keeping the growing 
number of military veterans happy is 
an important part of government po- 
licy. 

So it is perhaps not surprising that Nis- 
san's competitors are not complaining 
noisily. Although the concession to Nissan 
may become substantial (and is thus dis- 
turbing to Mitsubishi, Toyota, Daihatsu 
and other car-makers), there is an ac- 
ceptance that Nissan has fallen far behind 
and will find it very difficult to re-establish 
itself in the Indonesian market. 

Wardhana said the government was 
taking the action on Stanzas in order to 
help the taxi business, which plays an im- 
portant role in national development, and 
to encourage efforts to form cooperatives 
— another national goal. Taxi groups set 
up as cooperatives will be able to buy 
duty-free Stanzas to make up their entire 
fleets while groups taking other forms — 
limited-liability companies, for example 
— will be allowed to replace 75% of their 
existing fleets with the cheap Stanzas. 

There are nine taxi companies in 
Jakarta, including a new and at present 
small cooperative, the Indonesian Taxi 
Cooperative (KTI), with a total running 
fleet of about 8,000 cars. The eight non- 
cooperative companies will be allowed to 
acquire some 6,000 Stanzas as they rejuve- 
nate their fleets; the size of their respec- 
tive fleets will be held constant. 

КТІ, which now has only 180 taxis on 
the road, will work in conjunction with a 
cooperative of owner-driven taxis that the 
government is promoting with cheap cen- 
tral-bank credit and will be allowed to pos- 
sess a fleet of 2,000. This means that if thc 
government maintains the policy favour- 
ing Stanzas, Nissan will enjoy a captive 
market of nearly 8,000 vehicles in the capi- 
tal alone over the next few years. 

The biggest of the Jakarta taxi com- 
panies, President, which has permits for 


6,500 cars but has a smaller number of 
generally decrepit taxis on the road, is 
really run like а cooperative, though in 
theory it is a limited company. President 
has only 50-odd cars of its own; the rest are 
owned and managed by some 3,000 mem- 
bers who pay fees to the company for the 
taxi permit, trade mark and meter. Presi- 
dent wants to change its status to a 
cooperative and obtain 6,500 new Stanzas 
rather than the allowable 4,875, sources 
say. 
Wardhana's decision applies country- 
wide. Although there are no ready statis- 
tics on taxi fleets in such major cities as 
Medan, Surabaya, Bandung and Denpa- 
sar, one guess is that the decision will 
create demand for up to 20,000 Stanzas in 
the near future. This will greatly benefit 
Nissan and Wahana Wirawan, especially 
considering that around 10,000 units of 
any one model was the maximum that à 
car-maker could manage to sell in the very 
best year. 

Exemption of import duty and sales tax 
on taxis is not a new idea in Indonesia. In 
1976 the cabinet decided that cabs should 
be considered to be commercial vehicles 
and receive special treatment. The pro- 
motion of taxi cooperatives was also 
mooted at that time. Ensuing years heard 
much discussion — and politicking — over 
which car-maker and which model should 
be given the prize of duty and tax exemp- 
tion. 


he car industry here has been dynamic 

and generally lucrative (though non- 
Japanese cars have steadily lost ground), 
and most leading business families are 
represented in it. In 1981 the Communica- 
tions Department recommended that 
Renaults, Holden Geminis and Nissan 
Stanzas should be exempted from duty. 
Renault's sole agent, Multi France, is con- 
trolled by the Astra group, which also as- 
sembles and distributes Toyota and 
Daihatsu cars, while Holden is rep- 
resented by Udatimex. By mid-1981, 
Wahana Wirawan was formed as Nissan's 
new sole agent. Toyota apparently would 
have liked to win the duty concession for 
its best-selling Corollas, which now ac- 
count for roughly half of Jakarta's taxis, 
and was led to believe this was possi- 
ble. 

Nissan once had a substantial market 
share and even today there are a reason- 
able number of Datsun cars, taxis and pri- 
vate vehicles on the road. But Nissan's as- 
sembly operation came to a halt in 1980 
and only small remaining stocks were sub- 
sequently released on the market. The in- 
clusion of the Stanza — a new model, not 
assembled here before — in the recom- 
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mendation seemed to reflect the govern- 
ment's desire to see Nissan make a fresh 
start. As it turned out, when the recom- 
mendation was implemented this year, 
Renaults and Geminis were excluded 
from the concession. 

Although it is impossible to tell what 
price may have been paid for the favour, 
Nissan and its Japanese partner Marubeni 
— still suffering from the battle with the 
former local sole agent, Innismo — need 
all the help they can get from the govern- 
ment for their comeback. In brief, Nissan 
and Marubeni in 1979 accused the Affan 
brothers, holding 60% of Innismo, of mis- 
management and default and demanded 
their withdrawal from management and 
divestment of their controlling interest in 
the sole agent. 

The Affans fought back, high-level 
mediation was sought by the contending 
parties and though investigations tended 
to show that the Japanese had a case for 
complaint, the dispute was politicised with 
the press sometimes portraying it as a bat- 
tle between aspiring pribumi (indigenous) 
businessmen and unflinching multina- 
tional giants. In the end, Innismo lost its 
sole-agency rights, though the techni- 







Sudjono; Jakarta city transport: the ex-general was asked to look 


calities of this and related processes have 
never come to public light. Nissan and 
Marubeni sued Innismo against losses and 
Innismo in turn took the two Japanese 
companies, as well as the industry minister, 
to court for alleged damages and for 
switching sole agents, which Innismo said 
was unlawful. Early last year, the Jakarta 
district court ordered Innismo to pay 
US$8.2 million and its affiliates to pay a 
total of a further US$8.6 million plus in- 
terest to the Japanese. Innismo is appeal- 
ing against the decision. 

When the trouble surfaced, Marubeni 
(which was the more active partner — Nis- 
san was merely involved in car assembly) 
went to retired general Sudjono Humar- 
dhani to look for a new local partner, 
either to run Innismo or to form à new 
company. It was Sudjono who had first in- 
troduced the Affan brothers to Marubeni 
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and at the time, his son-in-law, Saso 
Sugiarso, had obtained a 10% share in In- 
nismo. c 

Despite the fact that many leading car- 
industry figures wanted to be Nissan's new 
partner, it was decided that a leader of 
Pepabri and deputy chairman of the mili- 
tary-backed political group Golkar, re- 
tired major-general Sukardi, would effec- 
tively take over the Affan brothers' in- 
terest. Although Wahana Wirawan was 
formally established on April 14, 1981, de- 
tails of the company are not yet available 
officially. Sources say Sukardi holds 
55.695, the widow of one, of the Affan 
brothers (he died before the trouble 
started) 33.3% and Saso Sugiarso 11.1% 
of its capital, Sukardi is said to represent 
Pepabri but the exact relationship be- 
tween the veterans’ association and 
Wahana Wirawan has never been made 
clear. 


nformed sources are convinced that 
Marubeni and Nissan were disappointed 
with the choice of Pepabri as the new part- 
ner. One-time executive director of 
Wahana Wirawan, Supomo Kartowi- 
joyo, who is the son-in-law of Sukardi, 


was recently sentenced to a prison term 
for misdeeds committed while he was as- 
sistant manager of the Chase Manhattan 
Bank's branch in Jakarta. There have 
been other changes in the company's top 
management, which included many re- 
tired servicemen who proved slow to catch 
on to the business of selling cars. 

The company chose not to use the 
Affan-affiliated assembling company spe- 
cialising in Nissan cars, Zastam Motor, 
and is insisting on building its own assem- 
bly plant by 1985. Until then, Wahana 
Wirawan will use the excess capacity of 
various assembly companies to build Stan- 
zas, Sunnies and Patrol vehicles. One 
report in 1982 said Nissan hoped to assem- 
ble 300 Stanzas between October-De- 
cember 1982, 600 units a month during 
1983 and 1,000 units a month in 1984. The 
current plans are not known: Nissan, 





Marubeni and Wahana Wirawan refused 
to talk to the REVIEW. 

During the idle years, Nissan and Maru- 
beni seem to have lost most of their former 
dealers, which had toseek alternative busi- 
ness. According to one of the new Nissan 
dealers here, the group has started mar- 
keting Stanzas, which cost about Rps 13.2 
million (US$18.940) each after duties and 
taxes (against the Rps 4.9 million charged 
to taxi companies) through only three 
dealers in Jakarta, one in West Java and 
another in South Sumatra. It is not clear 
how greatly Marubeni and possibly also 
Nissan would commit themselves finan- 
cially and otherwise to building an assem- 
bly plant or rebuilding a dealer network 
after their Innismo experience. There is 
bound to be hesitation. 

, Enjoying a head start, Toyota was able 
to invest in its own sole agent, Toyota 
Astra Motor, which is thus a joint venture. 
Mitsubishi came later and like most other 
foreign car-makers had to set up a wholly 
locally owned sole agent, Krama- 
yudha Tiga Berlian Motor; in this case the 
manufacturer and the sole agent got along 
quite well. Both Toyota and Mitsubishi 
were able to create strong, nationwide 


ium. — 


for a taxi partner. 





dealer networks, with help from sole 
agents. 

In contrast, the Nissan-Marubeni group 
failed with Innismo and now faces an un- 
certain future with Wahana Wirawan. The 
fiscal concession on Stanzas (used as taxis) 
was probably a welcome compensation for 
Nissan and Marubeni, though it may have 
been meant primarily to help Pepabri and 
its overall benefit for the Japanese com- 
panies is still difficult to measure. 

The concession will certainly help the 
taxi companies and cooperatives. Some 
have claimed that the government is mak- 
ing this move partly because there are 
many Pepabri as well as active armed- 
forces members among taxi owners. This 
turns out to be true, to an extent. Presi- 
dent Taxi estimates that about 10% of its 
fleet is owned by Pepabri members — but 
individually. Another 10% is owned by 
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bout 10% of President taxis are: 
er-driven. Small entrepreneurs, ac 
and retired civil servants and even 
cers and students also own President 
-A very similar ownership pattern is 
rved at KTI. Of the other taxi com- 
nies, Ratax, with a fleet of about 200, ` 
jas recently bought by a retired colonel; 
seller was the Jakarta city govern- 













more and more high-ranking armed-:, 
ces officials reach retirement 
ndonesian Government will increasingly 
to provide means for them. This is’ 
jsidered almost natural in a country 
here the armed forces are recognised as 
ving made substantial contributions to 
curity and development and where even 
ive armed-forces members have often 
né into business to supplement their in- 
mes, Indonesia has been exchanging in- 
mation with Taiwan and South Korea; 
other countries, on how to support 
* veterans financially., 












his being the case, Nissan's com: 
;petitors are withholding comment on™ 
irdhana's decree. Nissan's virtual new 
inopoly of the taxi market would ap- 
ar unfair to some, particularly as the ca 
irket has entered-a slump. Total p 











(of which 133,653 units were com- 
ial vehicles and only 29,664 passen- | 
ars, the rest being jeeps) and is ex- 
ed to drop another 15% this year. 

But the competitors are not yet overly 
ried. Wahana Wirawan has yet to 
rove its worth and Nissan will need to win 
er more dealers, at considerable cost: 
me also say Stanzas. will. become un-. 
pular with private owners once they are. 
sdas taxis in great numbers. Honda, for 
ample, apparently hopes that its Ac- 
rds will never be used as taxis in In-] 
nesia. 

There are those who still wonder whe” 
ег Nissan and Marubeni will seriously 


dging from the fact that they have done 
little in preparation for the produc- 
jon of Nissan commercial cars so far. In- - 
Опеѕіа encourages the production and: 
use of commercial cars and has enforced 
tringent local-content requirements. (Se- 
ns are all imported in completely 
*knocked-down form). For most leading 
-car-makers, commercial cars (most parts 
гапа components are already being manu- i 
- factured locally) are more important than 
passenger cars, 
p makers are now starting to build | 
es for commercial cars in Indonesia. 

ѕѕап will need to make enormous in- 

stments in parts and component manu- 
facture, and fairly quickly, if it wants to 
_catch up and stay in the game; but this will 
constitute a great gamble. On the other 
‘hand, Nissan's competitors are worried 
hat the government might take further, 
special measures to guarantee the success | 
of such investments. 
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clothing to 
Economic Community. Since January 1 

. their exports have. been regulated by bilat- 
eral agreements concluded in 1982, 
‘which contain the very provisions "which 
the developing exporting countries, às a 























of negotiations. — 
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ction dropped 11.3% in 1982 to.188.551 |. 
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group, declared unacceptable at the start 






> to wait another two 
time it takes to ac- 
cumulate the necessary trade statistics — 
to’ assess, the effects of е: anti-surge 
clause and the basket-extractor mech- 
anism. (which allows the EEC to restrict 
imports of items at present shipped quota- 
free). But exporters will have to contend 
with a variety of other factors, the most 
important of which is likely to be the level 
of EEC consumption. As this is not ex- 


Exporters will ha 
















































Indonesian textile plant: solidarity pays 0: 








pected to rise by more than 1% a year dur- 
ing the 1980s, competition is bound'to їп, 
crease. 

It is obvious that among the EEC's low- 
cost suppliers, the eight countries of the 
Mediterranean basin, which account for a 
third of all its cheap imports, are much 








Latin America. And the Japanese are 
making a determined comeback. 
The emphasis placed by the EEC on the 


] impact ofi imports from Asia has obscured | 


the fact that its own textile and clothing in- 
dustry accounts for a substantial propór- 
tion of its total imports. In 1981, intra- 
community imports of clothing amounted 
to 44% of the total i it. volume terms. The 
proportion was тоге than 50% for knit- 
wear and even usn — Ө ^» dmn the 





Asin textil I vpoders to the EEC will have to find ways of 
rictions and sluggish demand 


better placed than countries in Аза and |: 






i 


most.stagnant market. But unlike heir 
competitors they will be fighting with one: 
hand tied behind their backs. Their situas 
tion could have been worse had the EEC 
witlidrawn from the Multi-Fibre Arrange- 
ment — as it almost certainly would have: 


|. done had it failed to secure bilateral agree- 
¿ments with its three "dominant" suppliers, 


Hongkong, South Korea and Macau. 
Even so, the new four-year agreements 
are. considerably more restrictive. than 
those which they replaced, especially for 
the dominants. The clauses to which the 
exporting countries were so opposed ap- 
pear in all the agreements, exactly as they 
were drafted by the community. So does 
the unilateralism which the exporting 
countries had condemned so vehemently: 
all the agreements provide that in the 


event of a breakdown in trade consulta- 


tions the community will have the last 
word. 

Individual exporting countries were 
able; however, to secure somewhat better 
terms than had originally been offered by 
the EEC. Indonesia, Sri Lanka and Pakis- 
tan were among the countries which ob- 
tained larger quotas for 1983. Pakistan 





‘gained a much larger quota for towelling, 


which has twice the value added of cloth, 


‘by giving-up part of its cloth quota. India 
- secured much larger quotas for garments; 


but only because all handloom-woven gar- 
ments are now subject to quota restraint: 
“Asean solidarity paid off over the anti; 
surge clause. The EEC gave the Five a 
concession which in practice will mean 
that, with the exception of Singapore, 


| they will hardly be affected by it, What the 


community | did маѕ ^to raise the 
“threshold,” thus the^anti-surge. clause 
will apply only to Group 1 quotas. 

The EEC is extending this concession to 
all exporting countries with the exception 
of thé three dominants. But few are likely 
to. benefit. from it, for the simple reason 
that the quotas for the eight highly sensi- 
tive Group 1 products are either below the 
original 1% threshold or well above the 
new one. T 


The Asean countries were able to ex- 
tract a-further concession. Like other 
exporting countries they had protested 
strongly at the. community's practice of 
negotiating import quotas for the EEC as 
а. whole, then’ dividing them among 


member states on the basis of “burden- 


sharing." Аз a result, they have been al- 
lowed to swap their un-utilised quotas 
among themselves, provided that no EEC 
country is asked to exceed its share of the 
quota set for the EEC as a whole. Accord- 
ing to community sources the Asean coun- 
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ready-to-we grew by a hand- 
some 8% in France. Asian exporters will 
clearly find it hard: to profit from апутеё- 
covery indemand, they take maxi- 
mum advant, 
bility provisions. 


‘of the agreements’ flexi- 





present being ful lly utilised. In 1 
porting countries as a group utilised only 
80% of the quota for shirts, for example. 
The utilisation rate for T-shirts was 8196, 
for trousers 87%. Regardless of whether 
demand picked up, the exporting coun- 
tries could build up their exports simply by 
utilising their unused quotas to the full. 
But if quotas are under-utilised it is be- 
cause exporters are unable to fill. them, 


‘either as a result of inadequate demand or 


competition from other suppliers. Ac+ 
cording to community statistics; the 
EEC's total imports of clothing fell by 
1.575 in 1981. However. while imports 
from all third countries fell by nearly 995, 
intra*EEC trade rose by 10%. 


he EEC's imports from all developing: 


countries also fell (by 2% ); which:points 
to the effectiveness of the earlier bilateral 
agreements in restricting trade. But the 
trend during the past two years suggests 
that the European-industry is beginning to 
recover ground lost to third countries. 
This trend is certain to continue, givende- 
termined efforts by the governments of 
France, Italy, Belgium and the Nether- 
lands to help: their industries become more 
competitive, 
While the europr en Commission in 
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y Mohan Ram 
aw Delhi: India's invitation to prospect 
r crude oil in 50 blocks, 42 of them 
fshore, has received a cold response 
om foreign companies. Of the 37 com- 
nies approached in August 1982. not 













anuary 15 deadline came. One reason, 
ficials believe, was the easing in the 
‘orld oil market after the bids were called 
d the glut that developed as the dead- 
ine drew nearer. These factors тау have 
ampened interest in. the already- 
iberalised terms India offered. 

“India’s first attempt, in 1974, to secure 
Oreign participation in oil. exploration did 
iot yield favourable results, either. At 
that time, three companies were let in to 
explore the Kutch, Bay of Bengal and the 
"Cauvery blocks оп а production-sharing 
asis. But the firms, Carlsberg-Natomas 
nd Reading and Bates (both of the Unit- 
d States) and Asamera (Canada), pulled 
ut after drilling one dry well each. 

India opted to go it alonc. But in 1980 it 
alised it had neither the knowhow nor 
he resources to explore on its own and 
ught of farming out some areas to 
oreign companies. When it offered 32 
locks, 17 of them offshore, in December 
80, as many as 63 companies responded. 
e short-list of 35 "included. Amoco, 
co, Bow 'Valley Exploration, British 
Petroleum, Burmah . Oil, Canadian 
‘Superior, Chevron, Esso Exploration, 

























































Petroles, Phillips Petroleum, Shell Oil 
ind Union Texas. Аз negotiations pro- 
ressed, only eight were left in the field. 

: But further talks were stuck at India's 
“insistence that if the companies struck oil 
апа proceeded to carry out production 



















hurt by the world petroleum glut, India’s s 
ration programme seems to be jinxed 


эге than four had responded when the : 


tty Oil, Gulf Oil, Hunt Qil; Hispanica. | 


„пема! shelf. (Recently, the ONGC а 












drilling, investments made over a period 
of five years would:be reimbursed in US 
dollars, not in oil. In effect, the companies 
would not be getting any share of the “cost 
oil — the. portion of ‘the oil that is set 
apart (notionally) to.amortise the invest- 
ment costs of the companies. 

India was prepared to consider sharing 
the "profit oil," though the preference was 


for companies which would sell the oil to 


India on a preferential basis. The com- 
panies were to be subject to Indian tax 


laws and customs and excise duties оп’ 


equipment they imported. in the end, in 
March 1982 only one company — Chev- 
ron. Overseas Corp. of California — was 
awarded. a contract; for exploration in 
Block H of the Saurashtra offshore field, 
adjoining Bombay. The terms of the 
Chevron contract have not been made 
public, but competitors. who dropped out 
in the last round say that they were too 

hard and were out of line with other con- 
tracts in the region. 


pie remained optimistic and went on 
to call fresh bids. This optimism was 
based on the belief that since the Chevron 
deal had been signed, the oil companies 
would know.the main parameters of con- 


“tracts India could offer: They would also 
‘know that New Delhi meant business. 


India's state-owned Oil and Natural Gas 
Commission (ONGC) had discovered oil 
two years.ago in such. blocks as the Cauv- 
ery Basin and the Palk Straits, the first 
successful results in the southern conti 





nounced a second oil strike on the s 


‘coast, around the Krishna and Godavari’ 
; basins, with an estimated oil flow of 865 1 


‘World Bank HO: Bombay High drili-ship: India is under pressure. — 





: t 

exploration by the ONGC-or 
.government-owned agency, Oil India. 
The: 50 blocks. now offered include:.the 





Bombay Offshore (near the Bombay 
High) and the Godavari, Krishna and 
Cauvery basins. 

The government earlier thought that 
these coveted blocks — Godavari Basin 
promises to be another Bombay High — 
could be explored and exploited. with 
loans from the World Bank or its soft-loan 
subsidiary, the International. Develop- 


. ment Association. But the World Bank, 


under US pressure, is aligning the loan 
package in favour of increased commer- 
cial borrowings and participation by inter- 
national companies in India's programme. 
So the World Bank has been telling India 
that there is no point in reserving all high- 
potential areas for government agencies. 

Two factors have influenced the open- 
ing up of the Godavari offshore blocks 
particularly to foreign companies; One is 
India's commitment to the International 
Monetary Fund to effect medium-term 
structural adjustments in the economy. 
This was the main condition of the record 
US$5 billion loan India got in November 
1981 to overcome its balance-of-payments 
crisis. Secondly, drilling in Godavari calls 
for sophisticated technology. 

After its experience with the first round 


of bids, India offered more liberal terms, 


including the right of the companies to ex-’ 
port the "profit" component of oil pro- 
duced. Income tax payable by them has 


“been reduced:from 73.05% to 56.375% 
.but a 15% levy on all production as the 


equivalent of a royalty is proposed. Also, 
India invited tenders only from the 35 


and two new companies — Amin Oil of 
the US and the Switzerland-based Inter- 
ional Energy: Development Corp., set 
zoil- -producing de- 


B nment remains 
sSecretive" about the 
response from these 


thin the indus- 
y.only Union 
‘апа. Texas 
. (both of the 


wili tay.on until the 
round. With 
< Opec in disarray and 
Өй prices plummet- , 
; international oil 
‘majors have little in- 
terest in exploration 
as many of them are 
. in, financial difficul- 
ties. India's plans: 
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ew all the: v wal from her cunt 
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e surprised look of the bank clerk, she 
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urities industry has led depositors and іп» 
vestors to place perhaps an excessive de- 
gree of trust in financial intermediariés, 








possession of gold and silver in exchange 
for promissory notes. (The United States 
dollar now requests thé holder 10: те- 
member “In God we trust" rather than 
опро! we trust.”) 
Since some time ago, not only gold but 
also other forms of convertibility have 
len revoked, so that the promise to 
" has ceased to hold any medhing. De- 
tors have also agreed not-to ask for all 
he promissory notes to be issued, but to 
leave them at the bank in exchange for a 
regular statement. In the foreseeable fu: 
ure, depositors-will be told that there is 
io need to carry notes or to receive regu- 
statements. They will be able to check 
eir bank balances on their home com- 


















ing a secret cod 
Therefore the » 


IOUSs, recorded on comput i 
aly with its base still resti g on gold, \ 
ntinue its erratic growth. Such a system 





n financial intermediaries at different 
levels as well as in electronic efficiency 
‘So-called disintermediation — the flight 





ediaries to another — could cause seti- 
Qus disrüptions in the total system; as wit- 
nessed by the secondary: banking crisis of 
1973-75 in Britain and the recent experi- 
ences of some deposit-taking companies 
Hongkong. During the Iranian revolu- 





aginable possibility of disintermediation 
on an international scale when some М 
dle Eastern governments threatened 










markets of today, most. investors have 














rotect the value of their assets (whether 
in nominal or real terms) against inflation 
o achieve. а higher return without loss 


“of liquidity. "However, little consid ation | 


given to the physical protection of 


Рт just making sure my money is 4 


such as banks. The historical development |:« 
was the inducement to give up the physical | 





puter terminals and make payments by | 


dependent upon the participants’ trust 


of deposits from one group of inter-. 


tion there was thrown up the almost unim-. 


withdraw their deposits from US banks... 
In the turbulent financial and monetary . 


become increasingly aware of the need to | 





4 normally affect depositors but only inter- 


he evolution of the banking and sec- | tir 


s will face 
to-bé acci- 


М а а in- 9 
Id and the location | 


technical, 'geog- 
may often be 
} tir 


i urities, Most investors are probably aware 
that on a particular day they cahnot obtain ` 


domestic currency. by. converting their 
offshore US dollar deposit because it is à 
holiday in New York. But they may not be 
aware of the fact that all Eurodollar and 
Asiadollar deposits; as well as all US dol- 
lar-based. foreign-exchange transactions, 


| have to be electronically settled in-the 


New.York.clearing house. Hence, if and 
when there i is a computer breakdown ora 
blackout in New York, depositors will not 
be able to get access to their US dollar de- 
posits until communication is re- estab- 


| lished.- 


tem suffers from a communications break- 
down of any nature. It is therefore in- 


teresting and perhaps not surprising that 
"many Swiss banks nowadays still insist on 


physical delivery of securities which are to 


Бе kept in their own vaults in Switzerland, 


The problem of sovereign risk does not 


national banks and holders of bonds is- 


‘sued by governments or their agenci 


-Ho куе, given the substantial ато 











imilarly; an investor ‘may: have diffi- 





nancial markets and the international cap- 
dtal markets; both.in the form of bank 
lendings and bond issues, the legal aspects 
involving sovereign risk merit some con- 
sideration. 

For lenders and investors exposed to 
Sovereign borrowings in domestic mar- 


. kets, one could say that their position is at 


the discretion and mercy of sovereign bor- 
rowers who possess the law-making 
machinery to pass or change laws to their 
own advantage. Central or local govern- 
ments can and do change laws to prevent 
lenders or bondholders from seizing pub- 
lic assets. They usually enforce the roll- . 
over of public debts, sometimes at artifi- 
cially low rates of interest. 

* In the case of sovereign indebtedness to 


| foreign lenders, the situation is most com- 


plicated and ill-defined. It involves legal 
issues such as the law of the country which 
is to apply to the loan agreement or the 
bond issue. This is usually the law of the 
lender's country or that of the capital mar- 
ket. But some sovereign borrowers insist 
on the application of their own laws, 
which would make judgment and enforce- 
ment impossible in case of default. 

Other considerations are concerned 


^] with the selection of the courts which will 


‘have jurisdiction over disputes and de- 
faults and, in particular, the sovereign 


_borrower’s traditional ability to invoke 
' sovereignty and to claim judicial immun- 


ity under international law. Sovereign 


; states; especially in the past, could there- 


fore avoid judgment, and their properties 
can normally avoid legal jurisdiction and 
seizure. However, the international norm 
is that sovereign immunity cannot be 
raised when commercial activities are in- 
volved. In the.same manner, commercial 
assets owned by governments are not im- 
mune from execution and seizure. 
Notwithstanding the fact that many 
loan agreements or bond-issue prospec- 
tuses. may nowadays contain. waivers of 
immunity by the (sovereign) borrower, it 
may be quite difficult to bring judgment 
against a government or its agencies in an 


international court. Even if and when a 
judgment is-obtained , there exist also the 


practical problems of diplomatic relations 
and the ability of the courts to enforce 
judgment by seizing what may have to be 
determined as commercial assets of the 
defaulting country. 

Here, it is worth noting that central 
banks’ assets, which usually account for 
the bulk of most countries’ external public 
assets, are regarded as non-commercial 
assets. by. international law. As most 
agreements in-the international capital 
markets, where most Eurocurrency loans 
and bond issues originate, are made under 
English law; or the law of other West 
European countries, it is difficult to im- 


























































can enforce its jurisdiction and execute 
judgment over, say, an Opec or less-de- 
ped country government in default of 
bond issue. ` 

In reality; there is no uniform interna- 
al definition, interpretation or prac- 
i ins relating to sovereign im- 
‚ quite apart from the fact that 
vereign borrowers insist on using 
sof their own countries, while 
nments refuse to accept waiv- 
unity. — .and, prohibit their 








loans and bonds, whi omestic or 
foreign, have in the past been wiped out 
by wars and political or financial upheav- 
als, at the expense of lenders and inves- 
tors. And until recently they have prefer- 
red to hide behind the theoretical assump- 
tion that governments. cannot go bank- 
rupt. worse 














‘A further aspect of risk, seldom realised 
by investors or understood and admit- 

ited by. bankers, is the geographical risk 
which some call political or sovereign risk. 
A bank customer placing a local-currency 
deposit at a particular branch of a bank 
may be willing to accept the fact that he 
cannot readily withdraw his money at 
another branch. But in most. cases, de- 
positors of offshore foreign currencies are 
puzzled and surprised.to learn that they 
would normally not be able to. withdraw 
their foreign currency deposits elsewhere. 
For example; a US dollar deposit placed 
with the branch of aninternationalbank in 
Hongkong could not бе withdrawn from 
that. bank's branch in. London or New 

» York. ps 

: Hence if there is a change in the political 
status of the country where the deposit is 







booked, or a change in the foreign-ex- | 


change laws of that country, it would be 
difficult or impossible for investors to get 
access to their “offshore” deposits. (A res 
cent example is probably Mexico, where 
foreign-exchange controls were suddenly 
introduced and all the commercial banks 
were nationalised.) 

In theory, branches of the same bank 
offer the same credit risk. However, the 
laws of different countries where the 
banks’ head offices are located may 

- specify. different: treatment for the 
habilities of their overseas branches. For 
‘instance, the American banking and de- 
posit-insurance systems are supposed to 
regard the liabilities of overseas branches 
on the same basis as domestic branches 

. andthis has been successfully tested by de- 
positors in some isolated cases. 
` A precedent is in the process of being 
established involving American holders.of 
bonds.issued by the imperial government 
of China. In September 1982 a federal 
court in Alabama. awarded a total of 





government. Interest on those bonds had 
been paid up to the outbreak.of World 
War П by the Kuomintang government. 
The present government claims judicial 
immunity under international law and has 
refused to defend itself in.an American 
court. 

China states that it does not recognise 
debts incurred by previous Chinese gov- 


memorandum to US Secretary of State 
George Shultz to re-affirm its position. 
"Peking asserts that it should not be held 
responsible for the debts of reactionary 
governments and the US domestic law 
cannot be imposed on China to the detri- 
ment of its sovereignty and national integ- 
rity. 
While the US Government is concerned 
about the effects such a court ruling may 
have on Sino-American relations, there is 
technical difficulty for direct intervention 
by the US Government due to the separa- 
tion of executive and judicial functions. 
In the case of American banks, the law; 
in principle, regards the liabilities of all 
| branches (but not their subsidiaries) as 
those of their head offices. Hence, follow- 





(where deposit is hooked’) 
[^^ US correspondent bank, New York 
pene ts Sete te cent soe АЫ 


REWEWTHARY рр Brande hin 
ing the fall of Saigon in 1975, the US Sup- 
reme Court ordered an American bank.to 
honour deposits in. Vietnamese piastres 
deposited at its Saigon branch and to 
repay some depositors in US dollar. egui- 
valent. The court of appeals held that 
events of force majeure and impossibility 
of performance in Vietnam did not relieve 
the American bank of its obligation to 
pay. 
While this may have set a recent prece- 
dent in the present American legal 
framework, there appears to be no con- 
sensus regarding the actual reasons based 
on which the judgment was made in 
favour of the depositors. It was the more 
surprising as the deposits were in a non- 
convertible currency subject to foreign- 
exchange control and not legally available 
outside. Vietnam, However, one of the 
problems.that particular American bank 
had to face was that it closed its Saigon 
branch on April 24, 1975, because of the 





ernments and has recently handed over a | 



























„ different geographical or country risk: 









impending: fall of the city to the co 
munists. . es | 
The court inaway held the view that, 
the event of unsettled local conditions 
quiring the bank to cease operations. 
bank should inform its depositors of t 
date when its branch was to close and gi 
them the opportunity to withdraw thi 
deposits or, if conditions prevent 
step, enable them to obtain payme 
alternative location . . . It is not kno 
tliat other. American banks oper 
Saigon have faced claims of the same 
ture. ч 
























he laws in some countries are thou 

to. extend protection. for. dep 
placed at banks’ overseas brat 
countries’ nationals only... E 
majority of cases, there. is pr 
neither a law nor any precedent. i 
offshore deposits on a pari passu ba 
with domestic deposits. In thec 
Switzerland, the law is thought specifically 
to segregate the liabilities of overseas 
branches from those of the domestic s 
tem. Hence, different branches of 
same bank do, in most instances, constitute 


















In periods of shortages, whether re: 
artificially created, physical possession о 
commodities is probably more valuable 
than a paper certificate or a futures con- 
tract. During the banking crisis of 1964-65 
in Hongkong, the loss of confidence re 
sulted in a run on the local Chinese banks. 
leading to a sudden increase in the. 
mand for banknotes. This in turn-create 
run by local banks on issuing banks. There 
was not a sufficient supply of printed notes 
to meet the unexpected surge in demand. 

Fortunately; as a British colony, Hon 
kong was able to pass а law immediate] 
declaring that sterling banknotes would 
also qualify as legal tender in Hongkong 
A cargo of British banknotes was airlifted 
to Hongkong. The eventual return of con- 
fidence in the local banking system did n 
necessitate the actual issue of those. ste 
ing notes to the public. 

More recently, the industrialised coun: 
tries are tending towards becoming "cash 
less" societies through use of credit car 
and many bank branches now require 4 
or.72 hours of advance: notice before 
amounts in.excess.of normal petty cash 
can be drawn... Dow 

Also, rules.can bé changed overnight to 
suit crises or emergencies, so that some or 
all investors may unexpectedly be рш ага 
disadvantage. The famous examples are 
the debacle of the silver market involving. 
the Hunt brothers in 1979-80 or that of the. 
tin market by a group of so-called mystery 
buyers in 1982. The lesson is that physical 
possession of a commodity can sometimes 
be worth considerably more than futures 
contracts, and that holders of futures cor 
tracts can be deprived of the right to take 
physical deliveries in a market suffering 
from supply shortage. 

It is therefore not di 
































ut warning to maintain market stab 
or, rather, to enforce inactivity. It goes 
without saying that if and when two-coun- 
‘tries enter a period of hostility, their gov- 
'ernments will immediately freeze each 
other's assets, including those of their re- 
‘spective citizens and residents, as in the 
'"US-Iranian crisis in 1980 or the Falklands 
conflict last year. There is, furthermore; 
the risk of general and indiscriminate 
‘Sequestration by the countries at war. 
' Acts exist in the US giving the president 
fhe power to sequester all financial assets 
to "provide relief in cases of national 
у іп banking," so that "every 
transaction in foreign exchange, transfer 
of credit between any banking institution 
within the United States and any banking 
‘institution outside of the United States : 
is prohibited except for normal commer- 
cial requirements or reasonable travelling 
nd other personal requirements. In 1940 
ad A 1941, many. countries, including 
































































he oil-price slump is very worrying to 
Indonesia, where 60% of government 
finances $ is derived from taxes on oil com- ' 
panies and 70% of export earnings come 
от oil products. Recently. Economic 
oordinating Minister Widjojo Nitisastro 
icated that a drop of several US dollars 
arrel in {һе oi price could affect the 
1983-84 budget, possibly leading to a 
majorscaling down of growth projections. 
Should this happen; real growth in gross 
domestic product for 1983, projected at 
around 2%, may turn out to be signific- 
ишу lower. 
“In what appears to. be a repeat of the 
economic events. of 1982, domestic oil 
c prices. меге raised following. the an- 
nouncement of next fiscal year's budget. 
Both the budget announced in 1982 and 
he one starting on April I (REVIEW, Jan: 
20) contain major cuts in oil subsidies. But 
iffering from last year’s price increase; 
which pushed up prices uniformly by 60- 
70%. this time the increases were greater 
for lower grades — around 70% — than 
for higher ones — around 11-33%. Trans- 
“port prices promptly followed suit. City 
ри rates went up by 100%, inter-city rates 
by 20% and domestic air fares by 20-25%. 
Later, n. чишу rates were таве by 
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Y 
1982. because of the January oil:price in: 


crease, half of the annual consumer b | 
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enated : 
tv | were prohibited except with "Specific + aù 


thorisation from the secretary of the US 
Treasury. 

While investorsarid depositors may find 
it difficult tó guard agáinst changing cir- 


cumstances and rules, it should be possi- . 


ble to read the small print in the docu- 
ments evidencing deposits and other fi- 
nancial: assets. For example, investors 
shoyld be aware that certain forms. of 
paper gold can only be cashed at the pre- 
vailing gold price but cannot be exchanged 
for physical gold. 

> Also, the green savings books, intro- 
duced recently by some banks in Hong- 
kong to cater for the fast growth in US dol- 
lar deposits, specifically state: "Not- 
withstanding that the savings account is a 
US dollar curréncy account, the bank shall 
nevertheless have the right and absolute 
discretion to repay the depositor i in full or 
in рагі... by payment in Hongkong dol- 
lars equivalent based on the bank's ex- 


policy to minimise ‘inflationary pressures. 

. As was the case last year. the govern- 
ment is making an effort to boost foreign- 
exchange earnings. But unlike last year's 
series of export-promoting regulations, 
this year the government is concentrating 
on tourism (0 do the job. As of April 1, vis- 
itors from Asean and Western countries, 
Japan, South Korea; Hongkong, Austra- 
lia and New Zealand will be exempt from 
visa requirements for stays of up to two 


months. To facilitate the inflow of visitors, 


three new. international ports of entry — 
Ambon, Biak. and Menado -— will be 


added to the existing entry points. of. 


Jakarta, Medan; Denpasar, Ракап Baru 


апа Balikpapan. 


ith the expected drop in oil earnings, 

the. government.is also encouraging 
state institutions torelylessongovernment 
budgetary funds by tapping market funds 
directly through the issue of domestic 
rupiah borids. Jasa Marga — the govern- 
ment highway company — was the first in 
two decades to float five-year bonds worth 
Rps 23.7 billion (US$33.4 million). 
Bapindo —~ the state development bank — 
will follow soon with Rps 25 billion in five- 
year bonds. Anticipating increased: bor- 
rowing needs, the monetary authorities 
have also recently raised US$1.3- billion 
through a commercial syndicated loan. 
This is additional to Indonesia's current 


total foreign-debt commitments of US$26 
| billion 
‘The economic slowdown which Decame : 


very much apparent in 1982 is expected to 
worsen in 1983. Last year's slump, which 
ly hit the textiles and e |, 








tor should consider and endeavour to per- 
ceive the geopolitical risks and socio- 
economic trends so as to decide the. op- 
timum mix of investment in function of: 

» Currencies. x 
» Types (stocks and shares, bonds, 
gold, properties and real estate). 

» Form (bearer or registered, physical ` 
ot *paper"). 

» Location. 

» Meansof withdrawal. 

Thé safest form of investment may 
therefore be the kind of instrument which 
Some substantial Middle East investors 
sought actively during the Iranian crisis 
but did not quite obtain — certificates of 
deposit with interest coupons attached, in 
bearer form, irrevocably. issued and un- 
conditionally guaranteed by a prime inter- 
national bank, in a freely convertible cur- 
rency, preferably backed by or converti- 
ble into gold and, most importantly, en- 
cashable or negotiable at all major inter- 
national branches of the issuing bank! 








dustries, is spreading to other sectors: Re- 
cent figures show an overall drop of 11.3% 
in the number of vehicles sold last. year, 
anda further drop of 15% is expected this 
year. The declines so far have been limited 
to commercial, vehicles, with multi-pur- 
pose and passenger vehicles posting mod-: 
est increases." Vehicle-related industries 
have also suffered, with tyre manufactur- 
ers reporting declines in sales of 3-1596. 

Central bank governor Rachmat Saleh, 
in his annual address to bankers, provided 
balance-of-payments figures that differed 
from the central bank statistics published 
weekly. Total exports in: 1982 came to 
US$19.8 billion, representing a drop of 
1376; This consisted of 19% and 10% de- 
clines in petroleum: and non-petroleum 
exports to US$13.5 billion and US$3.9 bil- 
lion. respectively. Gas’ exports were the 
only: positive item, growing by 4.396 to 
US$2:4 billion. Imports of goods and ser- 
vices, on the other hand, rose by 996 to 
US$26.4 billion. Taking into account net 
capital flows; foreign-exchange reserves 
during 1982 declined by US$2 billion to 
US$4.1 billion at the end of 1982. 

With the drop in the country's reserves, 
the rupiah has been allowed to steadily 
weaken against/the US dollar, reaching 
Rps 704 to US$1. by mid-February this 
year from: Rps 644 tò US$I in January 
1982. For the fiscal year ending. March 
1984, the Ministry of Finance projects a 
current-account deficit of US$6.2 billion, 
with exports.at US$20.8 billion, imp 
US$21.3 billion and net service: пе! 
0595.7 billion. Net capital flow: 
pected to reach US$4.7 billion, causing a 








:О8$1.5 billion drop in foreign-exchange 


reserves, This projection; however, was 
made before Opec's bois Ped and 






therefore i is also 






Whenplanning 
amajor 
capital project... 


Successful financing of major projects and 
capital assets depends on designing its structure 
as much as on procurement of the funds. 

At Lloyds Bank we integrate the 
professional skills with the international 
capability to build a whole. 

When you ask us to join in planning 
your project, you are assured of responsible 
advice on the right financial strategy. And you 
are dealing with a bank able to support its 
advice with a substantial commitment 
of funds. 

Our professionals will design a financing 
structure to suit the equity and the project's 
earning capacity, identifying and assessing the 
financial risks. Where appropriate, they will 





„the right advice 


and finance 
comes from an 


integrated bank 


devise debt structures limiting recourse 
against the sponsors. 
ir experience in negotiating with 

international and national agencies will 
maximise the benefit to the project of 
subsidised official finance and export credit. 

Drawing on our global knowledge of the 
many sources and methods of finance, we will 
bring the project to the markets for its 
successful financing. 

Wherever you deal with us, you secure 
the fast and sure response that 
gives you the edge. 


Әке? 
















shaping the growing 
economic, financial and 


politic 


The phenomenon of growth in the 
Far East is no secret. 

It is constantly discussed and analysed 
from the universities to the public media to 
corporate boardrooms throughout the world. 

Yet, it often goes unnoticed that — 
Asia's economic miracle would have been 
impossible without remarkable leadership. 

Not just political 
leadership. But leader- 
ship at every level of each 
society in the region. The people 
who are shaping the future in the countries 
of ASEAN, in Japan and Hong Kong are 
businessmen, bankers and community leaders 
of rare quality. 

Yet leadership in the oriental world is 
not the strident, high-profile performance we 
are used to in the West. 

These are subtle, sophisticated men who 
often prefer to know rather than be known. 

In order to talk to Asia's powerful 
decision-makers, you first have to find them. 

Fortunately, your task is a lot easier 
than it may seem. 

Because there is one publication, and 
only one, that consistently reaches the 





“the Review.” 


power of Asia. 


largest concentration of top people in Asia. 

The Far Eastern Economic Review. 

You can compare circulations with 
other magazines but that would be misleading. 
Because while some of those publications may 
be reaching Asians at all levels, only the Review 
goes straight to the top, and only to the top. 

The Review forms a vital bond of shared 
knowledge in a region 
that is geographically 

and socially fragmented. 
So naturally, it is indispensable for 
anyone needing a consistent, reliable source of 
in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 


FAR EASTERN Ill ECONOMIC 





For Advertisers who take Asia seriously. 








96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
| 8296 of those in government are in senior posts. 
68% of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles IH available on request. 


For further information, please contact 
'The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 





Prices have dropped across the board 
"and there are enough portents to indi- 
cate that if Labor does get in, the market 
will fall much further, апа quickly. It 
certainly has à good deal tó digest in the 
prospect of a Labor victory; == 

The market's underlying downward 
trend would be even more noticeable but 
for the fact that it has been masked by a 
surge in^ metal prices on international 






















ervously pre- | 

sout if Labor did | 
the Western Australian 
state election to ibor victory 
in Canberr t, Labor was 
swept to power with ан 8% swing, which 
if repeated in the federal election would | 
give Labor a°59-seat ‘landslide victory. 
|; The market reacted with a wave of panic 


dicting а major 
well enough 


















Bo 
LECTION speculation aside; Aus- 
“tralian sharemarkets have performed in- 
ifferently in recent months andthe out- | 
look is not particularly eàcouraging. A 
' worsening domestic economic outlook, 
declining consumer confidence reflected 
“in depressed consumer spending, high 
interest rates, increased industrial unrest 
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the past six 
ted 





| tively stable: relationship between the- 
“Australian dollar and the yen. 

| ^ The magnitude and timing of the in- 
flux was a surprise and it has tended to 
peter out in recent weeks. Yet Australia 
needs to tepeat its 1981-82 record capi- 
* tal-inflow figure of around A$9 billion | 
(US$8.7 billion) if it is to avoid balance- 
| Of-payments problems. The severity of 





-and iron ore, provides little hope of any | 


Interest tates have fallen somewha 
.| recent months, but it appea 
| that the bottom Has been ri d 


"Most brokers expect the industrial sector | 


‘flationary policies. Under the present 


| companies and securities legislation. It is. 
| по secret that Labor does not consider 









the drought, the. worst in Australia's re- 
corded history, and overcapacity in 
major mineral commodities, such as coal. 










recovery on the current account of the | fini 
balance-of-payments. 












bui Be 
that rates are probably heading back up 
again. And Australia’s inflation rate, 
running at around 12%, is still well 
above the Organisation for Economic 






“expa 
| and provide a “windo 
Foreign investors woul 





















Cooperation and Development average | to the nationa 
of about 8%. < plans à rental 
Those stockbrokers and-"observers | profits" of re 


brave enough to make forecasts believe 
thatit will be the minerals and metals. 
sector which will lead the' Australian 
market out of its current trough under 
the influence of an eventual recovery in 
the United States. There is less optimism 
about the oil and gas sector because of 
the well-publicised difficulties of Opec 
countries and other major oil-producers. 






















“engage in more rigor 
projects to minimise th 
ity foreign ownership to 
СО es 
Many observers е 
would be forced e | 
resultant capital outflows 
devaluation of the 






















to continue to prove disappointing, with 
results for the fiscal year to June 30 likely 
to show further significant falls in pro- 
fits. 

Meanwhile, a Labor government 
would. almost certainly pursue more in- 














more importantly, that controls on cap 
tal flows may be introduced to prevent 
haemorrhage, would be likely to further 
delay that recovery for which stockbrok- 
ers and investors are hoping. m 
€ IN the midst of this speculative elei 
tion atmosphere, the Sydney Futures 
| Exchange has introduced a new futures 
contract which could 
| made for the current 



















coalition government, the budget deficit 
has blown out considerably as mounting 
unemployment and the severe. drought 
forced political concessions. If Labor 
carries out its election policies the deficit 
will swell further and inflation will rise. 

‘Moreover, Labor has a clear predilec- 
tion for controls. It will almost certainly 
halt the move to deregulation of domes- 
tic banks and probably reverse the pro- 
cess, extending its regulatory powers to 
other financial intermediaries. The door 
which is currently being opened to 
foreign banks will be slammed firmly 
shut. 

Life is also likely to be harder for the 
securities industry. A Labor government 
would be likely to scrap the present state 
and federal cooperative approach to 










the Australian Associated Stock Ex- 
| changes’ All-Ordinaries Index and trac 
ers can buy and sell futures for deliver 
at a future date, virtually speculating ‹ 
how the exchange will move as a whol 
rather than punting on individual stocks. ^ 
The Sydney Futures Exchange is the 
first outside the US. At present stock- 
index futures can be traded only by local 
investors but the futures exchange and 
the stock exchange are considering peti- 
tioning the Reserve Bank, Australia’ 
central bank, to allow non-residents als 



























. to trade in the contract. | 
that the corporate watchdog, the Na- | Interestingly, the June con 
tional Companies and Securities Com- | showing that investors expect t 
mission, has been effective. It plans (6 | Ordinaries to be around its current level 
set up its own watchdog, or at least re- | at 504 points. December stock-index fu- 
shape the existing one. "| tures, however, are trading at around 
But it is in the resources area, on | 539 and contracts as far off as June 1984 
which investors are pinning their hopes | are being made at 550. This sentiment is 
of a market pick-up, that Labor would | in line with the predictions of most 
be likely to have the most impact. | stockbrokers that Australian markets 
Labor's opposition to uranium is well | are likely to gather some stren 
known but the other aspects of its policy | 1983 and through into 19 
have not received much attention. The | mainly on a recovering: 














































Shell's refinery: ‘stay flexible and don't daydream.’ 






atrick Smith 
e: The republic 
ng industry, long threatened with 
g demand and the addition of new 
$ elsewhere in the region, is now Б 
np to feel the impact of these deve- 
pments. This was signalled by the mid- 
ebruary announcement by Shell Eastern 
etroleum that it plans to close down 
early half of its 460 
b/d) of refining capacity. The move will 
educe Singapore's total rated capacity of 
illion b/d by some 20%. 





st and largest of the five refiners operat- 
in Singapore — is the clearest indica- 
| to date that the industi 


r x compa 


sed in an internal newsletter by manag- | 


imetable for the closures. 

But in án interview with the REVIEW 
an Hilten suggested the restructuring of 
hell's operations here would probably 
mrence in 1984. “We have to play it by 
ear, but I doubt it will take place this 
year," he said. Asked when the decision 
was made, van Hilten indicated it re- 
flected corporate options that had been 
under consideration for about two years. | 

Уап Hilten and other Sheli offici 

















. gapore have given | 
of similar plans. A т 
suggested simply that Shell 

been affected first, ап 
developments that аге now unfolding. 


2 


hell Eastern plans to close almost half its Singapore capacity 
in ne face of falling demand and new refineries elsewhere 


_petroleum- . 


,000 barrels a дау. 


he arinouncement by Shell — the old: 


‚ The other,four refiners here are Esso 
Singapore, 230,000 b/d capacity; Mobil 
Oil.Singapore (200,000 b/d); British 
Petroleum (27,000 b/d) and the. Singapore 
Refining Corp. (170, 000 b/d). The last is a 
joint venture, 40% owned by the govern- 
ment- controlled Singapore Petroleum 
Co. and Caltex and British Petroleum, ` 
each of which holds a 30% share. To- 
gether, the five refiners have made Singa- 
pore the third-largest refining centre in 
‘the world behind Rotterdam and Hous- 
ton. 

Shell's decision reflects a number of re- 
gional and global circumstances that will 
permanently alter Singapore's role as a re- 
gional refining centre. Growth in demand 
for refined products, which in many. in- 
stances outpaced consuming countries’ 
expansion of gross national product by sig- 
nificant ratios throughout the late 1970s, is 
now falling, owing to recession. 

Even after recession lifts, the ratios of 
energy-demand growth to ‘GNP growth 
will be reduced because of energy-sub- 
stitution programmes and in some cases 
lower government subsidies. Lower rates 


feature in the market served by Singapore 
refiners, but the oil price and a number of 
| economic factors will determine how dras- 
| tic this shift will be. 


Юон on the supply side of the 
equation will be more jarring. Indone- 
sia and Malaysia, which together have, 
traditionally accounted for roughly a thitd 
| of Singapore's throughput, are both plan- 
ning to add significant levels of new refin- 
ing capacity between now and. 1987. In- 
donesia’s new plants will have a total capa- : 
city of 400,00 b/d, half of that at a refinery 
tobe completed later this year. 

Pertamina, the Indonesian state oil 
‘company, dropped its annual contracts 





of consumption are likely to be à lasting: 


у ; 
rocessing has so far been maintained at. 
levels roughly equivalent to those of 1982. 
„Ви Pertamina is now asking Singapore re- 
finers (отаде опа barter basis, an ar- 
rangement that is apparently to begin with 
its second-quarter contracts. 

Shell officials also stressed the impact of 
| new.refining capacity planned in the Mid- 
die East, Saudi Arabia will add 1 million 
b/d in new plant;by the end of 1984 and 
Kuwait 125,000 b/d. The most obvious 
markets for products from these and other 
Middle East plants are Europe and coun- 
.tries east.of Suez, according to company 
officials here. The South and Southeast 
Asian markets will.thus be more seriously 
affected if the European economies con» 
tinue to stagnate. "These problems cannot 
be seen in isolation," van Hilten said. “We 
are concerned with the structural changes 
now taking place, not with day-to-day 
developments." 

Ithas.thus been clear for some time that 
the survival of. Singapore's refiners in a 
more competitive, less certain future will 
depend on their ability to claim a particu- 
lar portion of the regional market. In most 
of Singapore's traditional. markets de- 

mand has been concentrated іп higher- 
end, “whiter” — or lighter — products 
such as diesel fuel and kerosene. Future | 
demand for fuel oil is expected to remain 
constant or decline only slightly, accord- 
ing to a number of forecasts, thus exacer- 
bating existing product imbalances. 

A number of planned new refineries — 
two in Indonesia and several in the Middle 
East — will have secondary conversion 
facilities to reprocess fuel oil into a greater 
proportion of white products. It is, 
nonetheless, into this higher end of the 
market — meeting product shortfalls and 
reprocessing fuel oil — that refiners here 
have attempted to move. 

Spending within the industry has re- 
flected this strategy. With the exception of 
the Singapore Refining Corp., there have 
been no significant additions to capacity 
since the mid-1970s. but the five refiners 
here have invested some US$700 million 
since 1976 to make themselves more effi- 
cient and flexible. The aim.is to develop 
the capability to process a large variety of 
crudes and turn out a range of products in 
the proportions desired. "Stay flexible 
and don't daydream,” van Hilten said in 
describing Shell's forward-planning 
policies. 

Shell. officials place their recently an- 
“nounced decision in this context. The 

company's intention is to reduce primary 
crude-distillation capacity in line with the 
refinery’s ability to re-convert fuel oil into 
| lighter products. "We are working to- 
| wards a core refinery concept of around 
; 250,000 b/d with a high degree of conver- 
sion,.a low yield of fuel oil," van Hilten 
said. In the second quarter of this year 
‘Shell will launch the chief component of 
this strategy: а US$300 million hydro- 
; cracker capable of turning 30,000 b/d of 
| fuel oil into. middle е : 












































The restructured refinery will also open 
up a number of new options. In periods of 
high demand, Shell will be able to pur- 
chase fuel-oil feedstock for its secondary 
processing facilities without suffering idle 
crude-distillation capacity when demand 
is low. It will also enlarge its storage and 
terminal business — and be able to offer 
storage customers а processing option. 
Shell is now adding two or three new tanks 
at its refinery site. 

It is not clear if or when the other refin- 
ers here will consider similar reductions of 
capacity. A number of executives believe 
that while Shell may not process a greater 
proportion of Indonesian crude oil than its 
competitors, it is more exposed to the loss 
of Indonesian business by virtue of its size. 
Shell's capacity is also divided into more 
crude-distillation towers than the other re- 
finers — it has four while the others have 
one or two each, Closures elsewhere 
would thus be likely to require more 
dramatic circumstances. 


he eventual impact of Shell's decision 

is also not clear. Although Shell will be 
losing as much as 210,000 b/d of its rated 
capacity, the introduction of Southeast 
Asian crudes in recent years has lowered 
design capacity to an actual capacity of 
some 800,000 b/d for the industry. Shell 
executives now put their full capacity at 
300-350,000 b/d, assuming a mix of re- 
gional and heavier Middle Eastern crudes. 
Three of Shell’s four crude-distillation 
towers are rated at 100,000 b/d, suggesting 
the company is contemplating closure of 
two of them. But the loss of actual 
throughput would probably be somewhat 
less than the amount for which these 
facilities are rated. 

In 1982 refiners here processed an aver- 
age of 600-650,000 b/d — 75-80% of actual 
capacity. But if this declines significantly 
in the latter part of this year, when most 
analysts expect the loss of Indonesian 
business to begin taking a more serious 
toll, more restructuring plans can be ex- 
pected to emerge. On present margins — 
and because of technical considerations — 
any drop below a 60% rate of capacity 
utilisation would require this. 

There would then be cause for alarm 
among Singapore's economic planners, 
too. In 1981, the latest year for which 
statistics are available, petroleum ac- 
counted for 38% of manufacturing output 
and nearly 9% of gross domestic product. 
At S$14.1 billion (US$6.83 billion), ex- 
ports of refined products took up just 
under a third of the total in value terms. 
The industry is not a large employer — ac- 
counting for about 3,500 workers in total. 
But its value-added per worker, at 
$$505,000 in 1981, makes it an industry 
much favoured by the government be- 
cause of the republic's limited labour sup- 


All five refiners here аге now trying to 
replace the business they expect to lose in 
the near future — crude oil supplies from 
China and India are now viewed as pos- 
sibilities. But Shell's decision is one clear 
indication that optimism on this point is 
not widespread. ш 
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Enter China, exit Taiwdn? 


Peking has announced it is seeking membe 


ip of the Asian 


Development Bank, and wants Taipei expel 


By Guy Sacerdoti 
Manila: After quietly sounding out 
member-countries for three months, 
China has officially declared that it wants 
to become a member of the Asian Deve- 
lopment Bank. China's formal approach 
to the ADB, though still at a very prelimi- 
nary stage, poses more questions than it 
answers. Most prominent is what happens 
to Taiwan, a member since the ADB's 
founding in 1967. ADB president Masao 
Fujioka has disclosed that China, in seek- 
ing membership, wants Taiwan expelled 
from the 45-member body. But the bank's 
charter says members can be expelled only 
if they default on loans. 

Taiwan is not only in good standing, it 
has already pledged a "modest" contribu- 


Fujioka: a request from China. 


tion to the latest replenishment of the 
АЮВ» softloan window, the Asian 
Development Fund. Its paid-up capital 
and its portion of authorised sharehold- 
ings gives it a modest 1.51% of the total 
voting power. Thus Taiwan never aspired 
to be a representative of the whole of 
China as it did in membership of other in- 
stitutions. This could provide some room 
for manoeuvre in negotiations. However, 
Hongkong is also an ADB member (as a 
colony and not as a representative of Bri- 
tain. which is also a member). With 
0.982% voting power. Hongkong has had, 
to December 1982, a higher outstanding 
loan balance (US$42 million) than 
Taiwan. In overall policy formulation. as 
well as in its constitution, China has usu- 
ally maintained a sufficiently broad ap- 
proach that policies towards Taiwan 
could be applied to Hongkong as well. 
The concept of special administrative 
zones is one in point. 

Sources at the ADB indicate, however, 





that the bank does not see the Hongkong і 


issue as related'to that of Taiwan in that 

China made no mention of Hongkong in 

its recent request, and that the problem of 
the expiry of Britain's lease to parts of 

Hongkong is not nearly as imminent. 


The feeling at the bank is that most - 


j 


members — most prominent being the | 


United States and Japan, which together | | 
control 26.8% of the vote — would ap- — 


prove of China's membership but may пої - 


be as keenwon Taiwan's expulsion. Under _ 
the ADB charter, membr would re- 


quire a specíal resolution of the board 
governors, with at least two-thirds of the 
total number of governors, who represent 


at least 75% of the total voting shares of 


the bank, voting in favour. 

The ADB board of governors’ annual 
meeting. at which they can act on a formal 
Chinese application, is in May. though 
they also have the option of making deci- 
sions via a postal vote. But the Taiwan 
issue will undoubtedly take time to sort ' 
out, officials say. Also, the issue will have 
to be settled before China officially 
applies to the board of governors for 
membership. China's contribution to the 
bank's equity will then have to be deter- 
mined. 

Another issue still to be discussed is 
whether China would join as a borrowing 
member, at least initially. The ADB has 
just completed a hard-fought capital in- 
crease, raising by 105% its authorised cap- 
ital to US$16.2 billion. The paid-up capi- 
tal is to be increased by 5% yearly, or to 
US$2.02 billion over the next four or five 
years. India, which to date has not bor- 
rowed from the ADB. has said it wishes to 
start borrowing, and the additional en- 
trance of China, should it also start borrow- 
ing soon, will stretch available capital re- 
sources almost before they are available. 
Some say China will guarantee it will not 
become а borrower until at least 1987, but 
discussion within the ADB have yet to 
reach that stage. 


» Andrew Tanzer writes from Taipei: 
Taiwan appears to be taking a legalistic 
approach to the China-ADB issuc. A 
statement issued by its central bank on 
February 21 notes that the ADB charter 
makes no provision for expelling a bank 
member in good standing. The statement 
also notes that Article 36 of the bank’s 
charter prohibits political influence on the 
ADB's decisions and policies. 

Taiwan is quite clearly attempting to 
draw a distinction between the ADB and 
the World Bank and the International 
Monetary Fund (in which Taiwan lost its 
seats in 1980). The latter are specialised 
United Nations-linked agencies while the 
ADB is an inter-governmental, regional 
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nd's population and economic data; in 
e IMF, it paid according to statistics for 
I China. EE 
overnment officials point out that not ^ 
ly has the ADB never questioned | 
an's status since Taipei lost its UN 

in 1971, but also that the bank has 


nk since then. Taiwan һаѕ given 
200,000 to a technical-assistance fund 
id in 1982 provided US$2 million for the 
sian Development Fund. Taiwan last 
ok out an ADB loan in 1971 and has re- 
id all but about US$40 million of the 
$3100 million it borrowed. ' x 

If Taiwan is expelled from the ADB it 
ill be more a political than an economic 
blow. The island's finances are in excel- 
nt shape and there is little the bank can 

























asked Taiwan to contribute money to the | 








‘offer it in a technical or economic sense. — 


ina replaced Taiwan, “finan- 
it wouldn't be [Taiwan's] loss, but 
bank's loss." ü 


Ho g's authorit 


more apparent as one company after 
another has failed. 


Current Finance, whose régistration | 


was revoked on February 16 by Commis- 



















ject-aid proposals for North К 
smoothly, despite earlier fears that Se 











flag of a tacit truce, 
3 d against ap- 
or it 

tions ai a, de- 

te South Korean concern about some of 
"the proposed projects” military potential. 
As finally adopted by the governing coun- 
‘cil of the UN Development Programme 
(UNDP) — the org. on'scentral aid- 
dispensing agency — the 1983-86 projects 
budget is US$18.4 million. This is the 
largest allocation among the six Asian and 
Pacific states whose programmes. the 
council approved. | 














national industry, science and technology, 
agriculture, transport and communica- 
tions, and naturalresources develop- 
mént. It is the rail-nétwork modernisation 
ahd the strengthening of Pyongyang's civil 
aviation sector that most worries Seoul, 
which fears that the programmes will add 
power to North Korea's war machine 
(REVIEW, Feb. 3). 





Nevertheless, neither South Koréa nor | 


its principal ally, the United States, of- 








The funds are earmarked for upgrading | 








fered any objections when the item came 
before the UNDP council. Approval wasa 


great relief to the North Korean delega- | 


tion, which diplomats said was "very wor- 
ried^ that the US would force à cutback in 
aid, as it did with UNDP assistance to Viet- 
nam's railways system (REVIEW, July 2, 
*82). MEUS 

To help forestall that possibility, a four- 
man delegation was sent here from Pyong- 


yang to strengthen the New York-based} 


team that normally handles development is- 


‘sues. The visiting delegation was headed 


by Han Ae Hyok, vice-director of the 


Foreign Trade Ministry, through which | 
the UNDP déals with the North Korean | 


Government. 
he lack of opposition to the North Ko- 
8 гсап package was linked to à US$15.7 
million UNDP assistance programme that 
the council was considering for South 
Korea. As one diplomat explained to the 
REview: “If the US had objected.to the 
projects for the North, China and the 
Soviet Union would have protested at the 





anaon 


| onti nue to look on as the scale of 
C failure grows — and depositors lose their money : 





This could either be because the ordi- 
nance is so badly worded that it is easily 
evaded. Or because the commissioner 
has, for whatever reasons, decided not to 
` prosecute breaches of it, preferring more 
nebulous foris of supposed regulation. 
If it is established that clear breaches of 
the DTC law were deliberately not prose- 
cuted and that DTCs had been allowed to 
| continue in operation while in breach of 









| sance in DTC 


the law; depositors may well be-able to 
bring suits against the government in gen, 
eral and its supports ii 
thority in particular. 
The sudden rash 






programme 
been a free-f 






the budgets approved for North and South 
Korea; | country... programmes . were 
adopted for Papua New Guinea (US$8.2 
million); Mongolia (US$7.5 million), 
Vanuatu. (USS1.3. million) and. Tonga 
(US$1.2 million). . xe 









malaise arising out of the reckless growth 
of the now 354-strong DTC sector in re- 
cent years, and some equally reckless 
lending. With non-performing or simply 
bad assets on their books — and squeezed 
hard by a government policy of ambiguous 
intent supposedly designed to restore the 
integrity of the financial system — some 
DTC owners/directors appear literally to 
be trying to cut and run while they still 
can. 

Martin gave a press conference to an- 
nounce the Current Finance development 
— indicating some maturing in the official 
sense of public accountability in such mat- 
ters. Previously the press has had to catch 
the commissioner where and when it 
could. But there was no sign that those re- 
sponsible for the policies which led to the 
present debacle — Sir Philip Haddon- 
Cave as former financial secretary, his 
successor John Bremridge or Monetary 
Affairs Secretary Douglas Blye — are yet 
ready to stand up alongside Martin and 
take the public flak. 

Neither was there any sign that the gov- 
ernment is prepared to shoulder any re- 
sponsibility towards public depositors 
who get locked in or lose their money 
when DTCs have their registration sus- 
pended or revoked. Martin defended the 
argument that depositors have sufficient 
information available to them to tell which 
DTCs are sound and which are not. But it 
was clear that he is retreating under attack 
on this score. He admitted, for instance 
that information available at the public reg- 
istry of DTCs is “not as full or detailed as 
some people would like" and that it gave 
only "some" indication of DTCs’ true 
ownership. 

The commissioner reverted to the argu- 
ment that “if you are not satisfied [after 
such an inspection] you do not have to put 
your, money there." Over the next few 
months, said Martin, “people will be far 
more*careful about where they place their 
money on deposit." Those who already 
had money on fixed deposits with DTCs 


Martin: taking the flak. 





would have to decide as these deposits ma- 
tured whether they left them with the 
same institution or moved them else- 
where. (He declined to answer whether 
this same warning applied to licensed 
banks, such as Hang Lung Bank, which 
has close shareholder links with Dollar 
Credit — by far the largest of the failed 
DTCs.) 


he commissioner then went on imme- 

diately to advise senior management of 
non-bank-owned DTCs (there are some 
130, of which some 110 take public depo- 
sits) to make standby arrangements with 
banks “in order to tide them over what will 
be a very difficult period during the next 
few months." By clear implication he thus 
linked these non bank-owned DTCs to his 
suggestion that public depositors would 
have to look carefully at whether they 
should shift their fixed deposits elsewhere 
over the next few months. Under ques- 


tioning, Martin said he was "not attempt- 
ing to encourage a mass movement of pub- 
lic deposits out of non-bank-related 
DTCs.” But Martin's words, coming from 
such an official source, are bound to sow 
sceds of doubt in depositors’ minds about 
the safety of their money. 

The commissioner repeated that the 
Hongkong and Shanghai Banking Corp. 
(and the Chartered Bank, though he did 
not mention it by name) stand ready to 
offer a "lifeline" to “soundly managed" 
DTCs in need of support, via the inter- 
bank market. One prominent local banker 
privately expressed dismay to the 
REVIEW, however, over Martin's latest 
advice. Most DTCs likely to qualify for 
such support would already have fixed up 
standby lines with banks months ago when 
it became clear that the government's 
three-tier financial system would drive 
them out of the market for short-term 
public deposits, he said. In any case the 
note-issuing banks (Hongkong Bank and 
Chartered) are trying to limit their suport 
for ailing DTCs to those for which they al- 
ready act as clearers. 

The inescapable conclusion is that the 
government is prepared to see an un- 
specified further number of DTCs go to 
the wall to round off the shake-out in the 
sector. (Apart from Current Finance, 
those which have had their registration 
suspended or revoked are Dollar Credit, 
America & Panama Finance, Axona In- 
ternational Credit & Commerce, Hong- 
kong Deposit & Guaranty, Tetra Finance 
(HK) and Whitehall Finance. First Hong- 
kong Credit, which had its licence sus- 
pended on February 1, had it restored on 
February 26 once it was able to meet the 
legal minimum liquidity requirement 
again.) 

Martin reinforced this impression by 
making it clear that he sees no reason at 
this stage for extending the transitional 
period beyond which registered DTCs will 
no longer be able to accept public deposits 
of under three months' maturity. The two- 
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When you are investing or trading with Australia, or if you are 
thinking of doing so, it's important to choose the bank that knows 


Australia best. 


That bank is the Commonwealth Trading Bank of Australia. With its 
large network of branches throughout Australia, the Commonwealth 
Trading Bank of Australia's knowledge of Australian markets and 
marketing conditions is second to none. 


The skilled staff of the Bank's International Division are ready to 
provide you with a wide range of information and advice about 
trade with Australia and the financial options available to you. And 
all with the expertise you would expect from a member of one of 


Australia's largest and 


banking groups — the 


Strongest 
government-backed Commonwealth Banking Corporation. 


For all your enquiries about investment or trade with Australia, 
contact 


J. G. (John) KOCH 
709-712 Tower Il 
Centre 


R. W. (Bob) STORR 
Level 22, 





J Two directors who resigned from a Hongkong 
bank when a DTC collapsed have returned 


Hongkong: On February 21 it was formally announced that 
two part-owners and directors of Dollar Credit (Holdings), 
the parent of collapsed deposit-taking company (DTC) Dol- 
lar Credit, had returned to the management and board of the 
Hang Lung Bank from which they had resigned in November 
1982 when Dollar's problems сате to light. - 

Cheng Eng-kuan returned as managing director and Lee 


-Hoi-kwong as director and senior general manager of Hang 


Lung Bank. Dollar Credit's DTC registration was revoked 
following the revelation in November that it had several 
hundred million dollars in bad loans, many of which had been 
advanced only days before its problems became public know- 
ledge. 

Cheng and Lee individually, jointly or severally were, in 
conjunction with Dollar Credit's vanished chairman Willy 
Yu, guarantors of some HK$330 million (US$50 million) of 
Dollar Credit's debts. The three — including Yu who has dis- 


far. it U un Á n ni e 
Cheng and Lee — recently reached agreement with creditors 


^ „as n oll 
to repay some of the guaranteed amount, provided creditors 
undertook to take no further action against them. 

. The agreement involves only part settlement of the 
guaranteed amounts. So far an initial instalment has been 
paid. Payment of the rest of the amount outstanding under 
the agreement is related to the sale, for cash, of the guaran- 
tors' acknowledged beneficial holdings in a company control- 
ling the Hang Lung Bank. Unguaranteed creditors of Dollar 
are owed more than HK$300 million. 

Section 41 of the Banking Ordinance provides that no one 
who "suspends payment or compounds with his creditors" 
may become a director of a bank without the permission of 
the banking commissioner. It also provides that no one who 
has been a director or involved in the management of a bank 
whose licence has been revoked may be a director of a bank 
without express permission. The DTC ordinance expressly 
prohibits a person so involved with either a bank or a DTC 
from being a director of a DTC without written permission. 
While Cheng and Lee return to Hang Lung, the Securities 
Commission report into what actually happened at Dollar re- 
mains under official wraps. — PHILIP BOWRING 


_ year period is due to expire on June 30 and 


as of last June the DTCs were on average 


— still dependent on such deposits for up to 


50% of their funding from public de- 
positors. 

Martin defended this official squeeze on 
the DTCs’ short-term funds by claiming 
that the situation prior to the squeeze had 
"all the signs of a secondary-banking 
crisis." Speculative money pouring into 
the Hongkong stockmarket from outside 
had found its way into short-term deposits 
with the DTCs, once it came out of stocks 


_ — because DTCs (being outside the offi- 


cial interest-rate agreement) offered the 
most attractive returns. He implied that 


‘there had been a dangerous surfeit of 


short-term deposits building up in the 
DTCs. 

But Martin also admitted that banks in 
Hongkong were not equipped to offer a 
range of short-térm deposit instruments 
likely to attract funds away from the 
DTCs. Thus the government is having to 
use a blunt instrument to force them out. 
The commissioner conceded that there 
might be a case for relaxing the official in- 
terest-rate agreement in respect of depo- 
sits under HK$500 million (US$75.6 mil- 
lion) — deposit rates are already free 
above that level —so that small depositors 
can obtain a more attractive return from 
the banks. This would help dampen criti- 
cisms that the squeeze on DTCs has been 
engineered for the benefit of big domestic 
banks. 

Meanwhile some 59 non bank-related 
DTCs continue to hold short-term depo- 
sits totalling around HK$450 million, ac- 
cording to Martin, The squeeze on such 
institutions is likely to get tighter as the 
June 30 deadline approaches. But Mar- 
tin's suggestion that they should be fixing 
up new support lines now may get an icy 
reception from the banks. One clearing 
banker told the REVIEW. banks may be 
prepared to support some DTCs they do 
not already have clearing links with, sim- 
ply to try to preserve an "orderly market" 


and to prevent a snowball effect on the 
banks themselves. But he stressed that 
there was a limit to such help, especially 
where DTCs had non-performing and bad 
loans. The only recourse for them then 
was to go back to their shareholders for 
fresh funds. 

There is still no evidence that the gov- 
ernment itself is prepared to help public 
depositors in ailing DTCs, via its own de- 
posits with the local note-issuing banks. 
Martin stressed that the support he was of- 
fering on behalf of these banks would 
need to come from their “own resources? 
and would be on a “commercial basis.” 

He acknowledged that the government 
had learned some lessons from recent 
events. "I am already coming to the con- 
clusion that there is room for certain 
amendments to the Deposit Taking Com- 
panies Ordinance," he said, mentioning 
mainly Section 22, which limits the 
amount a DTC may lend to any individual 
or company or group of individuals or 


Fell: attack on auditors. 








companies. (In particular he will look at 
where separate borrowers use a common 
guarantor.) There is an urgent need for a 
strict tightening-up in this general area, as 
the REVIEW has pointed out in the case 
of America & Panama Finance (Shroff, 
Feb. 3) where “personal” and unsecured 
loans to individuals were very large in re- 
lation to total assets. The story at Current 
Finance looks equally horrifying. The 
latest available accounts to December 31, 
1981 show that loans to the company’s di- 
rectors at that date equalled more than a 
quarter of total loans and advances of 
HKS$17 million. The HK$4.5 million of di- 
rectors' loans outstanding at that date was 
the net of much larger sums — more than 
HK$27 million borrowed and some 
HK$23 million repaid — that directors 
had taken out of the company in the 
period. These gross borrowings by direc- 
tors exceeded the total (HK$18.5 million) 
of customers' deposits, indicating not only 
that the directors had been using the DTC 
as a personal finance vehicle, but also the 
extent to which depositors' money was ex- 
posed. 

Worse still, Current Finance accounts 
show that outstanding loans to directors 
were equal at that time to 4696 of the com- 
pany's paid-up capital and reserves when 
the DTC Ordinance states that the ratio 
shall not exceed 10%. Such findings hint 
at the possibly much larger scale of impru- 
dence (or worse) in the running of the 
ЮТС sector as а whole, and cast serious 
doubts on the efficacy of the official sys- 
tem of "prudential supervision." Martin 
made efforts to defend this at his press 
conference, claiming that his inspectors 
do look at the "quality of assets and man- 
agement," But he admitted that such 
criteria were not looked at in the case of 
the seven DTCs that have since gone 
“bad.” 

So far the law has been a very blunt in- 
strument in preventing problems. No ac- 
tions have been taken against directors for 
any breaches either of the DTC or bank- 
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ugh oe months have nian 
edit was found to be hold- 


| с previous few ape 
ion was taken by the 
er to suspend Dollar 


"any official Боду (о obtain 
f its: vanished 


luced no psc ; the report of an in- 
quiry instituted by the Securities Commis- 
sion has been kept secret, and the police 


are inactive. In these circumstances, 


major creditors are wondering whether ` 


the authorities are afraid to enforce the 
criminal law in case the evidence taints the 
ownership and management of banks as 
well as DTCs. 


M? rejected suggestions that DTC 


auditors were at fault in not bringing 


the problems at certain companies to | 


shareholders’ and public notice, even 
, though Securities Commissioner Robert 

` Fell recently hit out at the unprofessional 
conduct of certain accountants (REVIEW, 
Feb. 24) and directors, specially mention- 
ing DTCs which were public companies. 


^ Given the recent record of Martin's office. | 
the public may tend to believe Fell's criti- |: 
cisms of auditors rather than Martin's de- | 


fence of his own profession. 

Martin did concede that there is a need 
for formal capital-adequacy ratios in 
Hongkong banks and DTCs. This would 
be examined shortly, he said. Capital 
adequacy and solvency ratios would prob- 
abl inked to risk assets for locally in- 

B corporated banks, t thus allowing the prac- 
tice of inner reserves to continue. Mean- 
while, 53 independent DTCs have yet to 
meet even the modest official requirement 
that they raise their paid-up capital by 
June 30 to HK$10 million — a tiny sum 

- compared to the assets/liabilities of many 
of them. All this would be a step forward 
but without more disclosure of facts, such 
as the identity of borrower and owners, 
more vetting of management — as applies 





to insurance companies and unit trusts — ` 


and more determination. to. prosecute 
wrong-doing, more ratios could just mean 
more paper shuffling in Martin's office. 
Martin said that “no system can prevent 
5^ fraud" and it was impossible for regulators 
to be “continually looking over the shoul- 
der" of DTC directors. But depositors 
who lost money have reason to question 
whether his office fulfilled its own statu- 
tory obligation to provide competent “pru- 
dential supervision” of DTCs, and there is 
plent f evidence that secrecy and 
nee provisions not only prevent it 
| from doing ап effective job, but have 
made. malfeasance easy to commit and 
apparently) very difficult to шокы, Шш 


































nagement. Nor has anything | 


















Second-half rebound | 
Big Australian miner Bougainville Cop- 
per halved its net profit to A$15,2 mil- 
lion (US$14.7 million) in the year to 
Dec. 31, 1982. The final figure, how- 
ever, indicated a significant second-half 


| recovery in the group's performance — 
in the first half the company suffered a 


loss of A$19.9 million; in the second half 
it made a A$35 million profit. The strong 


| second-half improvement largely re- 
| flected the late rise in gold and silver 


prices, as well as the modest increase in 
Copper prices. Gross revenue for the 
year slipped marginally to A$385.1 mil- 
lion, reflecting generally soft commodity 
prices. A final dividend of 3.4 A cents a 
share was recommended, down from 4 
cents in 1981. — A CORRESPONDENT 


Uranium's glow 


Energy Resources of Australia (ERA), 
operator of the Ranger uranium mine, 
boosted its net profit to A$24 million 
(US$23.2 million) in the six months to 
Dec. 31, 1982. In. the corresponding 
period of the previous year the group 
earned a net profit of A$7.7 million, 
though this figure relates to only the first 
three months’ operation of the mine, 
which was commissioned in September 
1981. Group revenue during the half 
stood at A$127.5 million, up from 
A$36.6 million previously. 

During the half, ERA produced 1,579 
tonnes of uranium Oxide, compared to 
the mine's designed annual capacity of 
3,000 tonnes. At the pre-tax level, a pro- 
fit of A$53 million was struck. The 
group's interest bill rose to A$30.9 mil- 
lion (from A$14.7 million) while the de- 
preciation provision went up to A$11.3 
million from A$6.1 million. An interim 
dividend of 5 A cents a share has been 
declared (previously nil). 

— BRIAN ROBINS 


_ -— Wi 
A toast to '82 
San Miguel Brewery, the Hongkong af- 
filiate of the Manila-based beer-brewing 
сав. не, increased иѕ пее profit by 
15% to HK$46.8 million (US$7.1 mil- 
lion) in 1982, on revenues of HK$358.6 
million, also up by 15% over the previ- 
ous year. Earnings per share went up to 
88 HK cents from 77 cents. In 1981, sales 
were up by 179% while profits were down 


by. 12% from the previous year. San 


‘Miguel chairman Аз Soriano attri- 


| buted the firm's improved performance 





in 1982 to effective marketing program- 
mes despite depressed consumer spend- 
ing arising from economic uncertainty. 

San Miguel directors have recom- 










| mended a final dividend of 10 cents a 
. Share and a cash bonus of 22 cents a 






share, This will bring total 1982 di- 
vidends to 62 cents, an increase of 796 









-from 1981. Soriano predicts continued 
strong sales киыны апа profitabil- | 
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Australia's huge building product 
Monier trimmed its net profit by 1295 
A$7.6 million (US$7.4 million) in th 
months to Dec. 31, 1982 on group | 
venue of A$204.5 million, down 4% 
from A$212 million previously. Moni 
has expanded strongly into the United 
States in recent years, and its operations 
there are generally profitable. 

Monier's tax bill fell to A$4.5 million 
from A$6.8 million, while interest pa 
ments rose slightly to A$5.8 million froi 
A$5.6 million and the depreciation pr 
vision inched up from A$7.7 million.to 
A$8 million. An unchanged interi 
dividend of 5.5 A cents a share has been 
declared. — BRIAN КОВ 


* Т 
Repco іп low gear 
Major Australian — automotive-parts | 
manufacturer Repco Corp. reported a | 
31% fall in net profit to A$11.6 million 
(US$11.2 millión) for the six months to 
Dec. 31. This compared with a net pro: 
of A$16.8 million in the previous corres- 
ponding period. The lower profit was 
earned on group revenue of A$485.5 
million, ир 40% from A$345.6 million. | 
At the pre-tax level, profits fell 44% to 
A$17.8 million from A$31.7 million. A 





























lion from the previous A$8.8 million, . 
helped trim profits. The provision for 
depreciation rose 42% to A$13.5 mil- 
lion. A steady interim payout of. 5. 

cents a share has been dec | 
-— A CO 








till heading upwards 













HONGKONG: РВЕ confidence that Hong- 


ong is undervalued compared with other world mar- 
ets saw the Hang Seng Index advance strongly. In 
he five trading sessions in the Feb. 11-21 period 
Feb. 12-15 were holidays) the index rose 68.31 
yints to close at 983.82, an increase of 7.46% . The 
dex peaked on Feb. 18 at 990.35: Turnover was also 
ell up. averaging HK$288 million (US$43.6 mil- 
Поп) daily. Although the main impetus for the rally 
remains overseas institutional buying, brokers say it 
only a matter of time before local investors are at- 
‘acted back in by the bull trend. The market did not 
em to be worrying about the impact of the budget 












































ас tion was in Philex Mining 
ning ahead of the copper- 
t А 1 board election іп 











n Gokongwei who wants a seat on the Philex 
id and has the support of Philex president Henry 
Brimo. Gokongwei recently sold most of his holdings 

San Miguel for P187 million, thereby abandoning 
is efforts, thrice frustrated, to become a director 


еге. In San Miguel itself, P37.8 million worth of A ' 










nd PLOI million worth of B shares were traded in 
our negotiated deals alone at a price P4 above mär- 


















'OkYO: No clear pattern emerged from trading in- 
fluenced by rumours in the absence of significant 
ews. about the economy. Blue chips and speculatives 
erally lost their allure, though some low-priced is- 

А remained popular. One of the rumours. was that 
begun to liquid € some of their hold- 
; n ünticipation öf a 

ces. The results of the ministerial 
ad little visible effect оп the 
markét. The Nikkei-Dow Jones Average drifted.to 
7,987.27, down 28.29 points for the period. 


SINGAPORE: Trading was mixed for the period, 
with early post-holiday gains. offset by later profit- 
taking. Масе local press enthusiastically termed 
ambling fever" led to a record daily volume as the 

Times dex moved upward from 
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KUALA LUMPUR: 


in a five-day Ae 
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OST of Asia's stockmarkets kept up the previous period’s inspired trading to register more 
s in the period Feb. 11-21. Hongkong bucke 
ain its uptrend in the days preceding the Luna 
eng Index forged ahead at the resumption of trading. In Manila, action was focused on min- 
ng firm Philex and diversified brewer San Miguel, 
ng weaker tendencies, Australian markets retreated after the opposition Labor Party scored . 
victory in the Western Australia state election and the nation prepared for the March 5 gen- 
l election, while in Tokyo trading ended. with no.clear patterns and modest volumes. 
bling fever м. volumes on the Singapore exchange to record levels. 


ue. to be announced on, Feb. b uon повхросей | 





e bi a juni: was said. to be business оюп ; 
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ysts noted they now: 
mié selling re- 
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4 back. Average daily turnover for the seven sessions. 








lier scepticism about its ability to main- 
New Year holidays (Feb. 12-15) as the Hang 









expectations of board changes. Show- 


AUSTRALI 


Aust. All-Ordinaries index 


strongest. gainers because of firming prices on the 
Penang tin market. Sentiment was improved by re- 
ports that tin producers had reached some kind of 
understanding on their proposed association. The 















New Straits Times Index closed the period’ at | Алы 32 - ат 
1 035,94, Ampoi Petroleum. 128 +70 Ba 
Я ANZ Bank 339 248 8 
AUSTRALIA: x dr ataa Ne Australian Cons. ind. 145 эг GE 
. Election’ jitters “kept the share- | ausiraanGuaranee 218 Т: 

markets on the slide, with the Australian All-Or- | м HA nl 
dinaries Index retreating to 504.8 points after hitting | sega 23 їз 2è 
a peak of 518.7 points before the weekend. By the oo 243 +25 57 
end of trading.on Feb. 21, the index was 3.5 points | ны» A ЖЕ. 
pud the Feb. 10 mark. The strong, swing to the | S#nspnip Вз 505 м 
Labor Party in the Western Australia state election. | Darton nao ga: BR: VN 
resulted in the index losing 12.4 points duringtrading | сово 238^ QR О? 
on Feb. 21. All sectors lost ground and trading is | 227. M COAT uA 
expected to remain volatile until the result of the | ouniopaustaia ТИИТ 
‘ {1 i EZ indusines. 525 426 Ot 
March 5 general election is known, ARA Таз чау в 
Hardie J ‚ Des Bt 

Merald & Weety ti 219° 28. BA 

NEW ZEALAND: Prices headed upwards during | cens tee d КҮР 
the early part of the period with the continued short- | tonsteasecow 359 +78. л 
мім Hota 3.93 wh t 

age of scrip but the trend. was reversed. midway | weisen p Me AE 
through as profit-takers emerged and sellers held | һава м Ал ub 
back. At the close on Feb, 21 prices were still mainly UM о M н 
steady. The market had gone quietas it awaited goV- | sones concrete 157 £835 % 
ernment plans to meet its own borrowing require- | Senos ie B. cb 
ments. An internal deficit that is expected to over- Tuas Nase tate = ME 
shoot budgetary goals:may prompt the government | Westen Men aba 003 n0 
Woodside 070 4.1 Е: 

to seek funds from the stockmarket and take advan- | Woomonns á 


tage of present high liquidity in the money market. 


TAIPEI: тһе market welcomed the Year of the Pig 
on a bullish йоге on expectations of lower oil prices. 
Easier credit'in the local banking system and con- 
tinued depreciation of the local currency also fuetled 
investors’ confidence. The average weighted price 
index. wentup 5.05 points to close at 480.78, with 
average volume rising. 


HONGKONG Ff 





SEOUL: Share prices were mostly higher and trad- 
ing was active, pushing the composite index to the 





Associated Mores 2 Hed 

ighest point of the year a on Fe asthe | seme — Sas. э ng 
highest. point of the y t 123,3 on Feb. 19,.аѕ th 
government started to crack down on property-mar- | est^ n e VE 
ket speculation. Institutional investors were thus en- | creunarong 285 «а О? 
couraged to participate. The index fell slightly at the | corato HS 
епа оѓ the’ period to close at 122,72, still up 1.32 | saw зион om 
points from Feb. 10. Although trading volume. was тап 085 — «3A 8 
high, market analysts said funds which flowed from | ома Phi a 





the stockmarket to property had not yet returned. 


BANGKOK: Trading picked up moderately after: 

the Lunar New: Year Jull which resulted in modest 
gains for many shares. Rama Tower, the hotel stock 
which ‘was suspended from trading on Feb. 10-11, 
was one òf the most actively traded ает» price, which.. 
had declined sharply in the previous period; bounced 














до Feb. 21 was Baht 10 million (US$442,000) while | 
the Book Club Index postéd a 1. 19-рони gain to close 
at 111.45. 














895 
552 
751 
871 
7 * 

496 
321 
330 
554: 7 
620 
386 


888 


FETE 





T. 








l у Ф 
The 12th edition of the All- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including facts and 


figures that are indispensable to 
апу serious traveller i in Asia. 







































There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 








25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in. 
Asia — from packin ng the right 
things, to the best places for 
souvenir hunting — wh reve 
you're going. 


." Anew-style guide to hotels 
the region, and new thoughts on 
an food (and the best places 
o sample the Region’s vast pot- 
1 f culinary delights). | 












de 


е “Ана finally, 48 new ed 
- pictures, and more than 70 new 
black-and-white pictures. | 


All of which adds up to over 
680 pages of vital information 
for business and pleasure 
travellers in Asia. 


To make sure of your copy, 
send off the coupon today. 
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The ALL-ASIA СОЕ is 


‘opies of the ALL-ASIA GUIDE, 12th "Edition. as indicated. I enclose a published by the Far Eastern 
EN Economic Review, Asia's most 


respected business weekly. 
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` tainly had an impact on the Vietnamese 
^ community in the US. Since the collapse 
of the Saigon regime on April 30, 1975, 
‚ nearly 600,000 Vietnamese have settled 
here — 35% of them in California, 
| where they have begun to make their 
presence felt politically. 

Conservative Orange County — the 
home of Disneyland — is a cauldron of 
| Viethamese political intrigue, as the 
ttansplanted Saigon elite struggle among 
| themselves for leadership of the "resis- 
| tance." The former premier and vice- 
president, Nguyen Cao Ky, who owns a 
chain of liquor. stores in Huntington 
Beach, Orange County, has made sev- 
eral public appearances in support of the 
Lieu-Minh group. 
During their first years in the US, the 
Vietnamese refugees concentrated on 
survival. Now that the first wave have es- 
| tablished themselves, they have turned 


ham Van Lieu lives with bis family 
in a comfortable suburban home in 
ramento, California. On the surface, 
n all-American family. His children 
wear "Star Wars" T-shirts, designer- 
jeans, and Adidas running-shoes. They 
peak fluent, unaccented English. But 
Lieu is not satisfied. He is not really at 
ease in American society. His heart and 
mind are still in Saigon, the city he fled in 
1975. 

Lieu was director of the national 
police force in the then South Vietnam in 
the mid-1960s. He has been fighting 
Vietnamese communism all his adult life, 
and for him the war in Vietnam did not 
end in 1975. He hopes to start it all over 
again. 

“Lieu, who still prefers to be addressed | 
as "Colonel," his police force rank, is the 
op representative in the United States 
of an anti-communist. movement. which 
he claims is waging a small-scale guerilla 
war against the present Vietnamese | 
Government. The movement calls itself 
the National United Front for the Liber- 
ation of Vietnam. A year ago Lieu and |. 
Hoang Xuan Yen, once a TV camera- | 
man for an American network in Viet- | 
am, joined a motley group of 150 or so 
‘soldiers “somewhere along the Vietnam- | 
Cambodia border" to inaugurate their 
ampaign against Hanoi. ; 

A brief account appeared on TV here 
'showing former Saigon military officers; 
dressed in black pyjamas, sharpening | 
punji sticks for a booby trap. It was quite 
a comedown from the heady days of | 
commanding the most awesome fire- 
power American taxpayers could buy. 

If the guerillas in the jungle scene 
looked familiar to an American TV audi- 
ence, it was no accident. Lieu's "resis- 
tance" movement has made a deliberate 
decision to copy the appearance and tac-. 
tics of their old Vietcong adversaries. It 
worked for them, says Lieu with a smile, 
: why not give it a try? The strategy of the 
front is to infiltrate officers and "techni- 
cal cadres" back into Vietnam to tap dis-- 
_ content and train and lead an indigenous 
army. The leader of this group is à 
former South Vietnamese admiral, 
|. Hoang Co Minh, whose name and physi- 

- cal appearance bear a striking — and in- 
tentional — resemblance to that wily, 
` successful old. revolutionary, Ho Chi 
Minh. 

» How serious is all this? The Vietnam- 
ese Government. acknowledges the 
' existence of armed dissident groups, but 
: insists that the front is not active inside 

Vietnam. Lieu says. that the front is 
| allied with the remnants of the CIA- 
| trained. tribal forces of Vang Pao in. 

- Laos; as well as with the Pol Pot-Prince | 
nouk-Son Sann coalition’ 
in Cambodian ee 

But whether Lieu and his colleagues 
manage to make any impact in Vietnam, 
their anti-communist crusade has cer- 





































































































‚ the fight goes on. 


increasingly to politics. Lieu and his fol- 
lowers have held rallies attended by up 








raised. money from successful Vietnam- 
ese businessmen. Some Vietnamese — 


their lives — charge. that "resistance" 
fund-raisers have practised extortion. 
Police sources in California confirm that 
| Vietnamese gangs — whose members 
| often have military’ backgrounds — 
sometimes extort money by posing as re- 
presentatives of the "resistance." 

























By. not all Vietnamese living in the 
community leaders believe that the 
“back-to-Vietnam” campaign distracts 
from efforts to aid the many struggling 
riving in California. Others are openly 


сап be dangerous. - 
































to 3,000. people. They have aggressively. 


wlio refused to be identified for fear of 





US support the movement. Some: 


Vietnamese immigrants who are still are 


| opposed to the "resistance." But that 







Take the case of Lam Trong Duong, 
an outspoken supporter of the Hanoi- 
| government who published a pro-Hanoi 



















ed, 
to several thousand 
anticommunist dE EC 
Vietnamese, whose names he garnered - 
from the telephone directory: It did not 
make him popular. His life was 
threatened many times by irate Viet- 
nàmese, and on July 21, 1981, he was 
shot dead in front of his apartment build- 
ing in broad daylight — allegedly by two 
Vietnamese assailants. A group calling 
itself the Anti- Communist Viets Organi- 
sation sent a letter to the Associated 
Press newsagency claiming credit for 
executing the “communist” Lam, у 

In April 1981, Vietnamese historian 
Ngo Vinh Long was attacked with a pet- 
rol bomb.after appearing on a panel at 
Harvard University: his assailant, an ex- 
soldier, was freed on grounds of tempo- 
rary insanity. Since Lam's murder, two 

Vietnamese-born newspaper 

editors — one in Houston, 

Téxas, the other in Los 
© Angeles — have been targets 
.of assassins. The Houston 
editor, Nguyen Dam Phong, 
was killed after he charged in 
his. newspaper that some 
people were raising money — 
without authorisation — for 
the movement. 

This violent intimidation 
has had a chilling effect on po- 
litical discussion among Viet- 
namese refugees. Those few 
Vietnamese residing in the US 
who are still sympathetic to 
the present Vietnamese Gov- 
ernment are afraid to sponsor 
the public forums they once 
held in Berkeley, San Fran- 
cisco апа other towns, They 
still. meet and talk with each 
other, but they have withdrawn from the | 
public arena. 2 ES 
+» Lieu warns that there аге Vietnamese 
“traitors” among the refugees in the US. 
He also fears that the American public is 
по уе sufficiently alarmed by the 
worldwide communist threat. “If we do 
not prepare now, the communists will 
win in Central America, take over 
Mexico, and be right on our border," he 
said. He has volunteered to organise a 
band of Vietnamese and Cuban veterans 
to figfit fór the US in El Salvador so that 
Washington can avoid the “tragic mis- 
take" of committing American GIs. "We 
can raise an army in a minute in Miami 
and California," Lieu boasted. e 
. Asked whether he wants the support 
of the US Government in his self-pro-. 
claimed effort to overthrow the Hanoi 
government, Lieu smiles and says cauti- 
ously: ^First, we must win the sympathy 
and support of the American people and 










"of the news media, then we will see 







about the government.” 
oO) = STEPHEN TALBOT 
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One of the characteristics of Japanese 


public finance is that everything, including 
the flow of information, is governed by the 


| bureaucrats of thé Ministry of Finance 
-| (MoF). Maybe that is why Anthony Row- 
ley апа your charts in Tokyo's tidal. wave ; 


[Revie 


deficit and the low taxes іѕ а bit over- | 
d. The comparison of the deficit of 

|| the central government in other countries 
| isnot valid, In Japan about half the central 


government's expenditure. goes to fund 
the operations of local government in one 
form or other. Considering that the West 
German states do not draw on central 
funds to the same extent, the situation is 
quite different. 

Ап MoF 1981 income-tax chart shows 
that the Japanese tax is always higher than 


French tax and, from 14 million | cc 
(US$58,950) а year income, is also higher | 


than West German income tax. The. de- 
ficit bonds сате into being a decade be- 
fore 1975 under the then finance minister, 
Takeo Fukuda, a fact which does notseem 


| to be cited often by MoF officials. 


The “second budget” is commonly re- 
ferred to as the Fi 


| | Loan Programme. Does it sound nicer 


when you call it the Public Investment and 
Loan Fund? { 


7 CA 
Minding ps апа qs 
The article Bucking the tide [REviEw, 
Jan. 27] contained a reference. to “new 
findings by an Asian Development Bank- 


| contracted British Petroleum survey unit" 


on the reserves of undeveloped gas fields 
in the Gulf of Thailand, We wish to point 
out that this statement is in error. No unit 
of the British Petroleum Co. has been con- 
tracted to carry out such an evaluation. 


J.C. FISHER 
Manager 
BP Petroleum Development 


Singapore 
€ A processing error: the article should 
have read a "British petroleum survey 
unit," with no capital "p." 


Jobs before degrees 

Perhaps Bangladesh should switch its at- 
tention from educational reform 
[REVIEW, Jan. 13] to improving the job 
situation. Such improvement would ab- 


sorb 90% of the current student popula- 


tion. Although the. military government 
cannot be blamed for what the country lias 


witnessed in the past 10:уеагѕ, up to now- 


no-one has ever deliberated, at least to 
my knowledge, the right way to deal with 
unemployment problems or how graduat- 
ing students should be absorbed in the 


4 economy. 


Dhaka MIRASRAHMAN 











mausoleum r 


jal ha. and 


while, figures 4 
Schaper quotes — s 
sich local taxes, àn 


is higher only than France's, 
than those of West Germany, E 


the dicus States.: 


1997 and all that 


the 1997 question [REviEW, Jan. 
However, it looks like Bulletin Today 
the Philippines has already decided th 
question. Or is it.a case of the Philipp 


cial telecast aired гана 

Лу. Watched by thousands 

of televiewers in the for- 
"mer British colony, the 
special appearance of Del 


press taking à futuristic view, consideri 
the difficulties: it. must have: reportin, 
stories of the present and of the past? 
Hongkong 


A forest saved 
K; Das [Review, Feb. 3] rather und 


states the case when he refers to then 
abandoned Tembeling Dam in Malaysiz 


"that would have damaged hundreds of 
- acres of a national park in Pahang state,” 


In fact, that dam would have obliterated 
the most important part of the best 1 
forest park in tropical Asia. Malay: 

be congratulated on its decision 


Cambridge 








it the City of San Antonio at Booth 4308 while attending the lüvest in in 
| America’s Cities Exhibition and Conference, March 15-17th at Hong — 

| Kong's Regent Hotel — 

Talk with San Antonio experts and business executives from the. 
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costs in more ways than one. 
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benefits of a. Forvign A 3-fuel-source capability Prime accessibility to 

Trade Zone. _ : E 

A that provides energy at major U.S. air, rail; and 
| No corporate state or city one of the lowest highway arterials. 


utility rates in 


income taxes. 
| Texas. 


Tenth largest. US. city. 


| Low unionization and zero ч А ; 
rn Attractive, urban lifestyle. 


rent control., 





or Henry G. Cisneros Telex: 910-871-1444 — 


et San Antonio work for you. Stop by 
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. The size of the Armed Forces of the Philippines (AFP) іп- 
creased three fold during the martial law years of 1972-8 
and its budget grew from US$82 million to US$1 billion ast 
military was called on to fight Muslim separatists and co 
munist insurgents. President Ferdinand Marcas has now lifter 
martial law, but the fighting continues, and the military still 
plays an important role. Some people now wonder whether 

irmy men, having got a whiff of power, are not beginning t 
Shed their traditional commitment to the principle of civilia 
upremacy. Regional editor David Jenkins looks at the AFP’s 
role in society and its continuing operations in the field whil 
. Manila bureau chief Sheilah Ocampo-Kalfors visits Mindanao. 
battling communist insurgents. Meanwhile, correspondent G 


nto an incident in Samar. Pages 15-22. 
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Page 50 
A North Korean officer defects — 
taking a MiG19 with him. 


px Page 30 
The Assam state government is | The Bangladeshi Government an- 
finally elected, but the violence is | nounces plans to restore stability 
К after the February riots. 


Page 58 | 

Taipei prepares to make a bid for 
| offshore banking business, and 

the stockmarket also moves to- 

wards internationalisation. 





China's tiny dissident movement | Page 40 " 

|. spreads abroad. Meanwhile, the | Hongkong turns to indirect taxa- 
"announced retirement of Үе | tion to beat a big budget deficit, 
Jiangying may. mean faster | but hopes that exports will pull 
changes within. i the economy forward. 
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Pages42-51 
Oversupply and 
mand аге g 
the cement indu 
countries have diff 
tackling them. 


Page59 = 

A planned new airpo 
victim of Hong | 
backs. | 


Seoul hits back over its nuclea 


safety record. 


Page60 | | 

Thailand's Rama Tower goes опа 
selling spree to solve financial 
| problems. | | 
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tion, passed its second 
g in parliament on Feb- | 
28 amid growing opposi- 
rom. leading academics 
students who feel the legis- 
would retard the deve-. 
pment of democratic rule. 
oting on each proposed con- 
tutional amendment ex- 
ceeded the simple majority re- 
ired to send the package on 
о the third reading scheduled 
for March 15, when two-thirds 
the: ‘combined house of 
presentatives and the Senate 
ust approve. its passage into 
‚ There appears little doubt 
ut final passage of the 
amendments, which. also ex- 
nd the powers of the ap- 
inted Senate, and therefore 
influence over the elected 
wer house, for a further four 
— JOHN McBETH 





























































һе Seoul government lifted a 
litical-activity ban for 250 
mer politicians, high-rank- 
ng officials, university profes- 
sors, journalists and other in- 
iellectuals. Included in the list 
of names of those affected by 
e move — which. came on 
February 25, a few days before. 
he second anniversary of Pre- 
ident Chun Doo Hwan's inau- 
ration —. were 68. former |. 
5, including 17 from the op- 
position. The most notable 
omissions were the so-called 
ree Kims: Kim Young Sam, 
president of the defunct oppos- 
tion New Democratic Party; 
Kim Dae Jung, the country's 
leading dissident, who was re- 
cently released from prison and 
ent to the United States for 
medical treatment, and former 
“prime minister Kim Jong Pil. 

— SHIM JAE HOON 
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: ised. by the United Nations. 
tion groups. The government P 


has not deviated from it 

lier stand on the return to 
democratic rule which it hopes 
to accomplish by holding local 
elections next winter and na- 
tional elections the оц 
year (page 30). 

It is also believed that stu- 
dents - arrested. during .. last 
month's. violent demonstras 
tions will be released if initial - 
discussions with the political 
leaders prove fruitful. But the 
government has made it clear 
that concessions on its part to- ^ 
wards political and student 
leaders are not a reflection of 
any weakness, and a govern- 
ment statement has warned 
students and educators not to 
create obstacles which could 
frustrate its efforts to solve po 
litical issues by political means. 

— $. KAMALUDDIN 


















Non-aligned 
‘opens in New Delhi 


Cuba opéned an 11-day confer- 


ence of the non-aligned move- | 


ment in New Delhi on March t. 
India's. Prime Minister Indira 
Gandhi, who will host the sum- 
mit scheduled to begin on 
March 7, has urged the move- 
ment to avoid divisive political 
issues, but senior officials of 
the movement were meeting in ` 
















uh 


Mrs Gandhi: a plea for order. 





private. to consider the sensi- 
tive question of Cambodia. 
Cambodia is the only 
membef-nation not officially 
represented at the summit, fol- 
lowing a decision during the 
last summit in Havana to leave 
the Cambodian seat vacant. 
Vietnam would like the seat 


| filled by the Heng Samrin gov- 


ernment while Asean member 


ч countries want the seat oce 


pied by the rival coalition 
jovernment led by Prince 
n. Sihanouk. The. 
coalition is recog- 














|.tween December 1982 and De« 


2 cember 1985. Now. North. 
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Carrian backers put 
cash in the window 
Hongkong's troubled Carrian 
Investments: announced соп 
February 28 that HK$250 mil- 
lion. .(US$37.8 million) has 
been placed. in escrow with an 
unnamed bank by “parties con- 
nected with". the unidentified 
controlling shareholders of its 
parent, Carrian . Holdings. 
Terms that it will be pro- 
vided io. both firms condi- 
tional on “satisfactory ar- 
rangements” being reached 
with the group’s creditors by 
May 1. The money will be used 
to repay the at least HK$168 
million owed by Holdings to 
Investments. 

Carrian Investments said it 
has appointed merchant bank 











| Hambro Pacific as joint finan- 


cial adviser. with Wardley, a 
merchant-banking arm of the 
Hongkong and Shanghai 
Banking Corp. Unlike Ward- 
ley, Hambró is not a Carrian 
creditor. It will also advise In- 
vestments on its stake in ship- 


ping subsidiary Grand Магіпе, 


itself the subject of debt-re- 
structuring talks. Hambro said 
it supports proposals put for- 
ward by Wardley for the bail- 
ing out of Carrian — to which 
creditors have still not agreed. 
~~ CHRISTOPHER WOOD 


Bhutan carrier is 

airbome at last 

The first German-made, 18- 
seater Dornier aircraft of Bhu- 
taws Druk..Air made its inau- 
gural flight from Paro, near the 


' capital Thimpu, to Calcutta in 


India on February 11. Before 
this, the only access to Bhutan 
was by road across Indian or 
Chingse territory. Druk Air, 
which now operates two flights 
a week between Paro and Cal- 


сица, will soon acquire a sec- 


ond Dornier: for about US$2 
million. — MOHAN RAM 


Pyongyang reschedules 
its Japanese debt again 
Some 30 small Japanese trad- 
ing companies reluctantly 


agreed on February 25 to re- 
schedule ¥24 million (US$102 


million) in debts from North 


Korea. The repayments, which 
have been rescheduled at least 
twice previously, were due be- 


;Korea says it will repay the 





| debts between 1986 an: 


claiming a shortage of foreign 
currency stemming. from de- 
pressed global prices. of re- 
source commodities. But Ja- - 
panese sources: suggest the 
North Korean Government is 
upset over diplomatic. over- 
tures to Seoul by the adminis- 
tration of Prime. Minister 
Yasuhiro Nakasone. 

— MIKE THARP 


up in the Indian budget 
India’s budget for 1983-84 
raises the annual outlay on the 
1980-85 sixth five-year plan by 
21% to Rs 138 billion 
(US$14.24 billion) and the de- 
fence outlay by 12% to Rs 60 
billion. The overall outlay goes 
up from’ Rs 305.6 billion in 
1982-83 (revised estimate) to 
Rs 348.4 billion. The budget 
proposes new taxation of Rs 7 
billion, which still leaves a de- 
ficit of more than Rs 15 billion 
(Rs 4 billion lower than the es- 
timated 1982-83 deficit). The 
tax proposals follow higher 
prices for petroleum products, 
a revised post and telegraph 
tariff, higher customs duties 
and increased rail rates. About 
Rs 25 billion hàs thus already 
been raised off-budget. 

The budget proposals, which 
claim to promote savings and 
investment and to curb infla- 
tion, include a higher income- 
tax surcharge and various other 
imposts coupled with minor ex- 
cise concessions and reliefs to 
boost exports and industrial 
production. — —MOHAN RAM 
Burma gets offers 

modemisation 
Former British foreign secre- 
tary Lord Carrington, now: 
GEC chairman, has visited 
Burma to expand the com- 
pany's presence there. GEC, 
which supplies diesel engines 
to the state water-transport 
corporation and facilities for 
lighting Rangoon Airport, is 
understood to have offered to 
replace Rangoon's obsolete 
thermal power station and 
modernise power-distribution, 

Meanwhile,: Japan has ex- 
tended.a Y469.7 million (US$2 
million) grant to Burma to 
cover the cost of back-up 
equipment for local TV and 
transmission studios. TV faci- 
lities have been extended to the 







Mandalay and Sagaing areas, 


400: miles north of кл 






AS YOU WERE 
The Malaysian Government has 
been forced to postpone a reshuffle 
'at the top of the : 
because of resi 
Officers. One ge 
- given an ambas 
facilitate tlie re 
and major char 
possible onl 
chief of staff « 


who ovas to be 


(о retire. 
CHINESE | 


na then secretary 
Taig announced 


Vietnamese forces launched chemical war- 
fare attacks agai istance base near the 
Thai border, a Cambodian. guerilla claimed 
(Feb. 26). 


CHINA 
"The government announced that the nomi- 
nal head of state, Ye Jiangying, was planning 
to step down (Feb. 23). Vice-Minister. for 
Foreign Affairs Qian Qichen arrived in Mos- 
cow for a second round of normalisation talks 
(Feb. 28). More than 100 people were feared 
drowned after a ferry capsized near Cantón. 
Peking declared that it was willing to resume 
‘normalisation talks with Vietnam. if Hanoi 
would start а complete and unconditional 
withdrawal of troops from Cambodia (Mar. 
1). 


~ HONGKONG 
The government increased indirect taxes to 
tackle a budget deficit of US$363 million 
. (Feb. 23). A senior Palestine Liberation Or- 
“ganisation representative. was refused entry 
(Feb. 27). 
,. INDIA 
^e The Bihar state government announced its 
intention to drop a controversial press bill 
(Feb. 23). United States Deputy Assistant 
Secretary of State for South Asia and the Mid- 
dle East Howard Schaffer said that India is 
separating and collecting plutonium at its 
Tarapur nuclear power facility (Feb. 25). 
^. Prime Minister Indira Gandhi announced 
_that the government had conceded several of 
the religious demands made by Sikh militants 
| in Punjab. The ruling Congress party was 


that army deputy chief iu 
Huagqing would soon be visiting the 
US. But that trip was postponed 
indefinitely amid wrangles over 
the Taiwan arms sales issue. 


CHINA COMES FIRST 


French President: 
Francois vi 
Mitterrandis — . 
cancelling his visit 
to Seoul this year 
because of his trip 
to Peking, 
tentatively 
scheduled for May, 
diplomatic sources 
said. He was 
originally expected 
to visit South Korea that month, as 
part of France's effort to expand and 
strengthen its commercial and 
diplomatic ties. Changes in 
Mitterrand's travel plans could in 
turn affect South Korean President 
Chun Doo Hwan's projected visit to 
Europe this year. Earlier reports 
indicated he wanted to go to Britain, 
| West Germany and France. 





sworn in às the new state government in 
Assam (Feb. 27). Workers and students de- 
manding the eviction of a large number of im- 
migrants in Assam staged a 24-hour strike 
to protest against the new state government 
(Feb. 28). The preparatory conference for the 
non-aligned summit opened in New Delhi 
(Mar. 1). 


INDONESIA 

President Suharto © named, ^ Umar 
Wirahadikusumah, head of the state audit 
body; to replace Adam Malik as vice-presi- 
dent (Feb. 25). The People's Consultative As- 
sembly convened. Suharto ruled out normali- 
sation of diplomatie relations with China i in 
the near future (Mar. 1). 


JAPAN 

Chinese Minister for Foreign Economic 
Relations and Trade Chen Muhua met 
Prime Minister Yasuhiro Nakasone. Defence 
Minister Kazuo Tanikawa told a parliamen- 
tary committee that a significant Soviet mili- 
tary build-up was under way in East Asia 
(Feb. 23). A Japanese fishing boat was seized 
by a Soviet ship for allegedly fishing within 
Soviet territorial waters in the Bering Sea, a 
Foreign Ministry official said (Feb. 26). 


LAOS 

The leaders of the Indochina states gave 
signs of a more flexible foreign policy after 
their summit in Vientiane, fee. 24). 


MALAYSIA _ 

Datuk Asri Muda, the former рван of 
the opposition Party Islam, formally quit the 
pay (Feb. 24). 











WIDE RED YONDER. 


The Soviet Union has stationed 
asof 


sophisticated Ы | 
new air bases i 
Afghanistan. Th 


| capabilit 


felt in the Gi 


increases on c 
the Hongkong 


on general services 

rise 43% to HK$7 t 

billion) in 1983- 

rise іп 1982-8: 

reason for this та 

housing perks for the ever-growin 
bureaucracy. 


PHILIPPINES i 
Three Roman Catholic priests we 
charged with the murder of a town mayor 
the. central Philippines, it was reported. 
Twenty political prisoners who claimed that 
they were illegally arrested and tortured filed 


: à damages suit against armed forces chief o 


staff Gen. Fabian Ver, the prisoners’ relatives 
said (Feb. 25). At least 35 people died and 
scores were wounded in a clash between go 
ernment troops and Muslim separatist, rebels 
in the south, it was reported (Mar. 1). 


SOUTH KOREA 


President Chun Doo Hwan lifted a 
political activity imposed on 250 poli 
A North Korean pilot: defected to the Sou 
Defence Ministry spokesman said (Feb. T 


| SRILANKA 


A government official confirmed that: 
vate aircraft which disappeared with busines 
tycoon Upali Wijewardene: and five others on 
board had crashed. in the Straits of Malacca. 
(Feb. 27). 


TAIWAN 
Four people who had been in jail for mor 

than 32 years for sedition were released 

human-rights association in Taipei said (Feb. 


27). 


THAILAND 
Former Green Beret, officer. James Gri 


| surrendered to Thai poli 


search for American PoWs 
to amend the constitution had es 
ing before a jön session of parliamen 








Sin Awanohara 

akarta: The nomination of a retired 

rmy general, Umar Wirahadikusumah, 
Andonesia’s next vice-president has 


n most Indonesians by surprise and | 
few to express concern about the way | 


ich the choice was made — which ap- 
irs to have been without regard to pub- 


. But Indonesians аге now busy assessing 
ћу President Suharto — who is expected 


O win another term during the recently | 


pened general session of the People's 
onsultative Assembly (MPR) — chose 
mar as his running mate. Some obser- 
vers argue with hindsight that Umar's ap- 
pointment was another master-stroke by 
uharto, reflecting the president’s agile 
ponse to the needs of the times. What- 
ver the truth of such a view, Umar will 
tainly present a striking contrast to the 
ight-talking incumbent, Vice-Presi- 

t Adam Malik. 
е announcement of Umar's nomina- 
п by three of the five participating fac- 
- Golkar; the armed forces (Abri), 
regional representatives, which to- 
ether account for nearly 800 of the 920 
[PR seats — and Suharto's acceptance of 


is, ended widening speculation about | 


e identity of the next vice-president, 
which had been going оп for more than a 
year. It has been easier in the past for 
Suharto to choose a vice-president. Sultan 
Hamengkubuwono and Malik, with 

hom Suharto had formed a triumvirate 
in the early days of the New Order, were 
bvious. candidates, and their appoint- 
ments in 1973 and 1978 respectively made 

ood political sense. 
This time, Suharto did not let his choice 
be known until the last minute. Some said 
the choice this time was more difficult, 

hile others claimed.that Suharto was 
simply withholding announcement of his 
running mate, in accordance with proper 
procedure, until he himself was installed, 
or at least nominated, as president again. 
Suharto's own feeling that the 1983-88 
term will be his last may have contributed 
to whatever difficulty he experienced, 
some have argued. 

This is because he would have had to de- 

de whether the vice-president s should be 

tended: to be his successor, the theory 
oes. Aside from Malik, among those 
mentioned in recent weeks as | Possible 
candidates were Coordinati 
for Economic Affairs Widjo 













< Jusuf, Information Minister Ali Murtopo, 
Amir Machmud, who is speaker of parlia- 
ment and the MPR; a 
Suharto. Each had: ardent 






Mrs Тіеп | 
X: F December 1965 and served as mur chief of. | 














Many more weré also mentioned, and 
some candidates were promoting them- 
selves through supporters, something not 
| to Suharto’s liking, sources ѕаій. 

| Born in 1923—— and thus: only. two years 
| younger than Suharto — Umiar is not con- 
| sidered a successor, though: Suharto must 
| have confidence in his running mate's abi- 
lity to take charge temporarily should any- 
| thing happen to him, observers said. A 
Sundanese from West Java and a senior 
member of the army’s Siliwangi (West 
Java) division, Umar, then à major-gen- 
eral, was Jakarta garrison commander at 
the time of the coup attempt by officers 


| 








staff between 1969 and 1973. After Serving 
asa member of the MPR in 1971-77, Umar 
was appointed head of the National Audit -` 
Agency in 1978 and still retains thatjob. .- 

Despite his strong background; Umar 
has kept a low profile and was. certainly 
not among the names publicly méntioned 
as a possible vice-president. Indonesians 
point to the Javanese wisdom that those 
who seek a position will fail and vice versa; 
but just how Umar's name emerged ог 
who supported him remains a puzzle. One 
theory is that a small and informal team of 
three or four trusted presidential advisers 
was asked to come up with a lístof names, 
and that this team considered 








Suharto: another master-stroke? 





public opinion às well as the 
views of heads of prominent 
state bodiés stich asthe MPR, 
parliament, the- Supreme 
Court апа {һе audit agency. 
According to this “theory, 
Suharto and his advisers had 
decided on Umar before the 
three factions went.to Suharto, 
pleading pro forma with him to 
stay on for another term and 
recommending that Umar be 
his deputy. 

The discreet manner in 
which Umar was chosen as the 
vice-presidential candidate by 
the three factions and the presi- 





dent — the two remaining 
MPR factions have sub- 
sequently endorsed the nomi- 
nation — also disappointed 
some observers: One news- 
paper’ editorialised: “The 


healthy social debate which has 
been developing for some time 
about who 15 going to Бе the 
candidate for the vice-presi- 
dency was something which 
came closest to democratic 
practices іп non-totalitarian 





—À 





linked to the communists in September 

1965. Umar is credited as having been the 
first to take action against the plotters and 
rally round Suharto, then also à major- 
general and head of the army strategic 
command (Kostrad), who was trying to 
quash the rebellion which had claimed the 
lives of his superiors. 


Apparently Umar was a decisive figure 
behind Suharto’s subsequent accés- 
sion to power. Analysts later said that the 
1965 plot failed because Suharto, Umar 





and other key generals were not killed. : 


Umar took over Suharto's Kostrad jobin 





difficult circums 


societies." Another editorial, 
examining the mechanism of Umar's ap- 
pointment, wondered if Indonesia had es- 
tablished an open system for a smooth suc- 
cession. It also pointed out that with 
Umar's nomination, the MPR session has 
become entirely predictable. : Recently the 
MPR committees completed. а detailed 
scenario of what issues will be discussed 
and what issues excluded during the gen- 
eral session (REVIEW, Feb. 17). 
Observers are now explaining — and 


perhaps rationalising — Suharto's selec- 


tion of Отаг, Great stress is laid on 
Umar's current job as comptroller. In 
order to: sustain econc mic c growth under 









will have to reduce waste and corruption, 
and the new vice-president will play an ac- 
tive role in achieving this objective, it is 
said. Supervision of development projects 
had been added to the mostly ceremonial 
job of vice-president, but Malik used to 
complain that he was not allowed to be ef- 
fective in this role. Although there is some 
question as to whether Umar has been as 
tough as he needed to be, his integrity is 
not in doubt. The one comment for which 
this press-shy former general is remem- 
bered was that there was not а single gov- 
ernment department which was clean. 


he appointment of Umar — а devout 

Muslim, a non-Javanese and not of the 
army's Diponegoro division, from which 
Suharto and many of his closest aides 
come — will neutralise potential opposi- 
tion to the government from various quar- 
ters, or at least help reduce tension, it is 
argued. Some were apparently dismayed 
to see Suharto, a former general, choose 
another former general as vice-president 
for the first time. But Suharto's supporters 
say this was possible because both Suharto 
and the armed forces are well accepted by 
the populace — as is the close cooperation 
between Abri and the masses. There was 
thus no longer any need to insist on а civi- 
lian. 

Suharto may also have wanted to reas- 
sure Abri and retired Abri members that 
they are not forgotten. With many top 
Abri officials reaching retirement age, it 
has become important for the government 
to look after their welfare and show its ap- 
preciation of their past services, some say. 
Umars appointment may be intended 
partly to mollify the retired and retiring 
generals, these sources add. Apparently 
Umar is also eminently acceptable to 
Abri, being a very senior officer. 

Whether or not Suharto — and whoever 
else was involved in the decision — chose 
Umar for these reasons will not be known. 
It is clear, however, that Malik was not 
very popular with Abri. His problem was 
that he talked too much, often criticising 
government policy openly, some say. In 
Pyongyang recently, for instance, Malik 
stated that North Korea had achieved a 
more equitable economic development 
than Indonesia and with fewer resources. 

In a recent magazine interview else- 
where, Malik stated that the practice of 
democracy in Indonesia had a long way to 
go and warned against complacency that 
he said could lead to disaster. One in- 
terpretation has been that Malik thus 
played an important function as an “їп- 
house opposition." But others say that 
Malik's criticisms of government policy 
were considered confusing to the masses 
and that the army, and perhaps Suharto 
himself, did not approve of his style. 

As Malik said in the same magazine in- 
terview, he is not the type who can be 
quiet. The record suggests that Umar, by 
contrast, can be trusted to be a quiet team 
player. 
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Assam's death poll 


A violent election in the northeast state leaves 2,500 
dead and forces thousands to flee their homes 


By Mohan Ram 

New Delhi: The election in Assam on 
February 14-21, held under the eye of 
paramilitary security forces, has averted a 
constitutional breakdown by allowing the 
country's democratic process to prevail. 
But the election left an estimated 2,500 
dead, 30,000 houses burned down and 
thousands of refugees who were forced to 
flee their homes by the threat of violence. 
Far from solving the volatile three-year- 
old issue of alien immigrants in Assam, 
the election has further aggravated ethnic 
tensions in the state. Assam is in for a long 
period of turmoil, which could threaten 
India's political stability. 

The atmosphere of violence had been 
developing for a long time. The All- 
Assam Students Union and the Assam 
Gana Sangram Parishad had been agitat- 
ing since mid-1979 for the deletion of the 
names of foreign nationals from state 
voter lists and deportation of illegal im- 
migrants. The Assamese fear that they are 
being turned into a minority in their own 
land by outsiders, especially Bangladeshis 
entering the state illegally. The inter- 
mittent campaign was usually peaceful, 
though extra-constitutional, and con- 
tinued while more than 20 rounds of un- 
successful talks took place between New 
Delhi and local leaders. 

India's constitution required that 
Assam elect a new legislature before 
March 20 this year; and the country's op- 
position parties rejected a New Delhi sug- 
gestion that the constitution be amended 
to extend the national president's rule in 
Assam beyond a one-year limit. In these 
circumstances the election went ahead, 
using the 1979 voter lists which the 
agitators had been challenging. The 
agitators called for an election boycott, 





and three political parties — the Bharatiya 
Janata Party, the Janata Party and the Lok 
Dal — endorsed the call. Besides Prime 
Minister Indira Gandhi's Congress, а 
Left-democratic alliance was the only poll 
contender. 

New Delhi seems to have misjudged the 
mood of the Assamese. It forced the elec- 
tion on a sullen people who saw it as a 
threat to their identity. The calculation 
that opposition to the poll would be limit- 
ed to a few Assamese-dominated urban 
areas, and thus could be contained by de- 
ploying paramilitary forces, went awry. 
More than 600 nominations were filed for 
126 empty seats amid bomb blasts, arson, 
kidnappings and killings, but the candi- 
dates did not dare campaign in Assamese 
areas. Initially, election violence resulted 
from confrontations between agitators on 
the one hand and police and paramilitary 
forces on the other. But the state soon 
began sliding into ethnic-based vio- 
lence. 

The election polarised the state's 8.5 
million voters into conflicting groups. The 
ethnic Assamese generally boycotted the 
polls. Assam's tribespeople were for the 
most part participating in it, as were 
Assam's Bengali-speaking people, who 
include a large proportion of immigrants 
from Bangladesh. A Congress party stra- 
tegy to isolate the Assamese contributed 
to the polarisation. The party chose to 
limit its appeal to non-Assamese, particu- 
larly Muslim Bangladeshi immigrants, 
perhaps with the aim of attracting Muslim 
votes throughout the rest of the country in 
future elections. 

Soon the polarisation led to ethnic 
clashes. Muslim immigrants attacked 
Hindu Assamese in Mongoldoi, leaving at 













nen attacked immigrant communities and 
Ше about 1,000 people, mostly women 
and children. Assamese also attacked im- 
igrants in reprisal for their participation 
n the election, and the immigrants — 


aliated by attacking Assamese villages. In 


Migrants joined to attack Assamese vik- 


e tribespeople resent Assamese do- 
ination in the state and have recently 
been trying to assert their rights. They had 
‘demanded a state of their own since 1973, 
‘but this goal has been put aside. The 
tribespeople also resent the immigrants, 
.mostly from Bangladesh, who have been 
neroaching on the forest land which, by 
radition and custom, belongs to the 
ribespeople. The loss of tribal land to 
ion-tribespeople is a major.cause of ten- 
ion in some areas of Assam. 
‘Bangladeshi Muslim’ immigrants, un- 
ike their Hindu counterparts, are better 
anised arid are fighting for their survi- 
The Hindus аге normally treated as 


ighly if found to be illegal immigrants. 
rning to Bangladesh has little attrac- 
n for the Muslim immigrant because he 
d be relatively worse off there. So he 
determined to stand and fight, and looks 
o the Congress for protection. Assamese 
ay the party has a vested interest in the 
‘immigrants, who swell the party's voting 
anks. 

The conflicts in Assam appear to be 
along ethnic-linguistic lines, But religion 
also creeping in. Assamese have been 
selective in their attacks, avoiding vio- 
Лепсе towards Hindus from Bangladesh. 
Auslim immigrants, in turn, leave the 
uslim Assamese alone. Religious strife 
n Assam could have serious implications 
r sensitive Hindu-Muslim relations in 
he rest of India. 

The assembly and the government com- 
ng out of the election represent only the 
lon-Assamese, Voting percentages were 
espectable only where Bangladeshi im- 
‘Migrants and tribespeople were domi- 
папі. Polling was negligible in Assamese 
“areas, with voters staying away from the 
polls out of fear or because of the election 
boycott. 

In one constituency of 71,000 people, 
only 267 voters turned out. In ethnic As- 
-Samese strongholds, the voter turnout was 
ess than 0.5%. In 18 of the 126 seats pol- 
ing was incomplete due to he distur- 
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herever they felt they were strong — re- 


п exceptional case, tribesmen апа im- . 





efugees, but Muslims are treated more | 





An Indochinese summit produces an announcement of a troop 
withdrawal from Cambodia, and friendly overtures to China: 


„Ву Paul Quinn-Judge 

Hanoi: As the second roünd of Sino- | 
Soviet talks began in Moscow, Hanorand 1 
| based diplomats said that the Vietna | 
“had expressed the intention of f hitting back» 


its Indochinese allies seem to have de- 
cided to direct most of their signals: at Pe- 


king. Аї а press conference in Hanoi on. 


February 23 to present the results of an In- 


j:dochinese. summit: — ‘which ended in 


Vientiane earlier that дау — Vietnamese 
Foreign Minister Nguyen Co Thach an- 
nounced a second partial Vietnamese 
troop withdrawal from Cambodia, to be 
followed, if security permitted, by regular 
partial withdrawals each year. He also an- 
nounced closer cooperation among the 
three countries in the economic field, 
technology and defence. 

During the- first round of Sino-Soviet 


talks held in Peking in October 1982, the 


Chinese called for a timetable for Viet- 
namese troop. reductions: in Cambodia 
(REVIEW, Mar, 3). The present Vietnam- 
ese proposal hints at Hanoi's willingness 
to meet China part of the way on this 
issue. On the other hand, the reiteration of 
close ties among the Indochinese coun- 
tries makes it clear that Peking's other de- 
mands —- notably the selection of а new 
government in Phnom Penh through free 
elections — are not in the least accept- 
able. 

“This is a goodwill gesture,” said one of- 
ficial referring to the withdrawal offer. 
“Now we expect some sort of reply from 
Peking.” The ultimate gesture — a cut-off 
of aid and denial of sanctuary to the anti- 


| Vietnamese forces — would lead to a total 


Vietnamese pullout. The Vietnamese ate, 


however, looking for more subtle and. 


modest signs: the calm along the Sino- 
Vietnamese border during the Tet (Lunar 
New Year) festival, for example, was in- 
teresting, an official remarked. 

The general tone adopted in references 
to China in the summit documents was 
surprisingly mild. The declarations looked 
back to the time when the Chinese and 
Indochinese peoples helped each other 
"in the work of revolution," and stressed 
that the “abnormal relations" among their 
countries did not stem from actions by the 
Indochinese trio. 

Even the US comes in for a few friendly 
words. The three Indochinese countries, 
the summit communique said, attach 
“much importance to friendship with the 
people of the United States," and wish for 
normalised relations with Washinpton. 
Officials close to Hanoi said that the com- 






ments are not simple ritual: Hanoi is once | 
"again interested in diversifying its i 


ional relations and would welcom 
ntacts with the US. 
-But should: adversaries of the 


| chinese states try to take advantage of | 
sth 


inamese withdrawal, th 








document warned; Vietnam and Сай- | 
bodia would start consultations, -Hàánoi- 





with "all the force necessary" if this hap- 


| pened. An informed official; however, - 


said that Vietnamese troop. withdrawals 
were likely to cease only if fighting in 
Cambodia increased in intensity, thus af- 

fecting Phnom Penh's security. | 


nce again the Vietnamese refused to 

be specific about their proposed troop 
withdrawal — details, Thach said, would 
be announced later. He also refused to say 
how many troops were pulled out last . 
July. This first withdrawal announcement 
encountered scepticism, as informed 
sources suggested that Hanoi had re- 
moved some six brigades, or 18,000 men; - 
but approximately the. same number of 
men was reported. to have moved into 


‘Cambodia about that time. Western mili- . 


tary sources estimated, however, that 
Hanoi's military strength in Cambodia did 
indeed diminish in the course of 1982 from 
some 160-180,000 to 140-160,000. 

One country which will be pleased with 
the offer of regular Vietnamese troop 
withdrawals is the Soviet Union. In- 
formed sources here said Moscow had 
urged the Vietnamese several times over 
the past six or seven months to make some 
major partial withdrawals over the next 
two or three years. The sources added tlíat 
the Soviets would reportedly like to see 
the Cambodian army assume most of the 
tesponsibility for security by 1985. 

That year will mark the 40th anniver- 
sary of Vietnam's August revolution and 
the 10th anniversary of the end of the war 
in Vietnam. A number of major Soviet - 


| aid-projects are due to be inaugurated 


that year, and a Vietnamese declaration of 
normalisation їп Cambodia, the Soviets 
are said to feel, would add an elegant sym- 
metry. The Vietnamese reportedly con- 
sider that elegance is desirable but not al- 
ways attainable. 

At his press conference Thach also had 
some messages for the non-aligned sum- 
mit, which begins in New Delhi on March 
7. Prince Norodom Sihanouk, leader of 
the Democratic Kampuchea coalition — 
whom Thach preferred to call “the mask" 
or the disguise of former Khmer Rouge 
leader, Pol Pot , throughout the press con- 
ference — would cert 







Xin government oc: 
seat àt the non-aligned 
conference. But,  Thach intimate 
Indochina was also prepared t to accept tl 
resent empty-seat sc 








Prime Mover. 


Behind the dynamic growth of 
the Japanese economy is the 
@ foresight and innovative spirit of 


the country's banking institutions. And among 
the prime movers providing funds and services 
for expansion of plants and equipment is the 
Industrial Bank of Japan. IBJ is Japan's largest 
and oldest long-term credit bank with $65 bil- 
lion in assets. As main bankerto Japan's key in- 
dustries, IBJ has the resources and capabilities 
needed to actuate any business anywhere in 
the world. If you're planning a major project, 
plan with a prime mover. IBJ. 


IBJ 


INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku, Tokyo 
Phone: 214-1111 Telex: J22325 
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airways 


The Boeing 757 is ahead of the pack and pulling away. In passenger 
comfort, it feels like a wide-body. In performance, it is the most p 
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fuel-efficient jetliner in the sky. This means airlines can continue to 
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Getting people together. 
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Elegant and stately, the Goodwood Park stands in a 
class of its own. 
The guest list has included royalty and heads of state. 
Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 
Whether it's the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 
The Goodwood has ten restaurants (offering 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander through. All this in the heart of the city. 
Sounds exactly right for you. 
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short- 
cut to 
trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
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Philippine guard post: an expanding army marred by a bad image. 
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All the president's men 


By David Jenkins 

Manila: When the United States set up the 
Philippine army in 1936, it created, not 
surprisingly, a force very much in the 
image of its own army; it was small, pro- 
fessional and committed, above all, to the 
notion of civilian supremacy. 

For many years after the granting of in- 
dependence in 1946, the Armed Forces of 
the Philippines (AFP) remained the very 
model of a Western army. It had not been 
obliged to fight for independence and, 
successful operations against the Huk 
guerillas on Luzon notwithstanding, had 
not had to contend with a nationwide in- 
surgency. 

Most senior officers had served in the 
US army — president Franklin Roosevelt 
ordered the induction of all Philippine ser- 
vicemen into the US army on the eve of 
Pearl Harbour — attended US military in- 
stitutions and generally had a high regard 
for the American approach. The most 
popular hero figure for most Filipino offic- 
ers was not, as in other newly independent 
states, a local patriot (though such patriots 
were, of course, well regarded) but an 
American — Gen. Douglas MacArthur. 

In the years after World War II it was 
considered that the army's role encompass- 
ed the defence of the state and no more. 
Over the past decade, however, changes 
have been taking place in the AFP, some 
subtle and barely noticeable, others far- 
reaching in their implications. The most 
obvious has been the dramatic increase in 
the size of the military establishment. 
Since President Ferdinand Marcos' de- 
claration of martial law in September 
1972, the AFP has seen its ranks swollen 


threefold, largely on account of the bitter | 
war against Muslim separatists in Min- | 


danao and the continuing war against the 
guerillas of the New People's Army 
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The army Marcos 
built up during 
martial law may 

play a larger role 


(NPA), the military wing of the outlawed 
Communist Party of the Philippines. 

When martial law was declared, the 
AFP was a force of 58,000 men. Today, it 
totals around 146,000, with 60,000 in the 
army (plus a reserve of 90,000), 16,000 in 
the air force, 28,000 in the navy (including 
9-10,000 marines) and 42,000 in the 
paramilitary Philippine Constabulary 
(PC). And though the Philippines spends 
a considerably lower percentage of gross 
national product on defence than any 
other Asean nation, the defence budget 
ballooned from US$82 million in 1972 to 
more than US$1 billion in 1980, before 
easing back to an estimated US$862 mil- 
lion in 1981. This is a higher rate of expan- 
sion than that of any other ministry. 


he rapid expansion of the AFP created 

problems of organisation and discip- 
line. One problem centred on so-called 
overstaying generals. Marcos, sometimes 
putting loyalty above application and ap- 
titude, kept senior men in place well 
beyond the usual rotation period, causing 
morale problems among those below. 
Only in recent years have a number of 
older generals been nudged into retire- 
ment 

Another problem centred on lack of dis- 
cipline and poor morale, both of which 


were exacerbated by the bitter fighting in 
Mindanao. Standards fell as а large 
number of younger officers were inducted 
into the army and thrown into action 
against the Muslims. Inter-service rivalry 
was also a problem and poor morale in 
army and PC units led at times to shoot- 
outs between groups of opposing soldiers 
stationed in the south. 

In the early years of the war, particu- 
larly, there were charges of wide abuse of 
power, suppression of human rights and 
torture. Troops, especially those in the 
south, were accused of looting, raping and 
“salvaging,” a euphemism employed by 
army men to describe the murder of civi- 
lian suspects. “The army here has a bad 
press,” says an ambassador. “The image is 
that they are gun-happy. " 

With the declaration of martial law, the 
AFP was not only given an expanded role 
in the counter-insurgency field and а 
greatly expanded bankroll. After 1972 
Philippine society as a whole came under 
much greater military control. Retired 
military personnel were placed in key gov- 
ernment positions and the armed forces 
were reorganised under a unified com- 
mand structure which stripped the indi- 
vidual service headquarters of their 
power. Also, the AFP was given a much 
broader judicial authority, military tribu- 
nals being set up to judge civilian as well as 
military personnel. 

With the lifting of martial law, the mili- 
tary made a partial withdrawal from the 
judicial processes. Although cases already 
under way were kept under military juris- 
diction, most military tribunals were 
abolished two years ago. Since then, there 
has been a further reduction of specifically 
military cases. But the writ of habeas cor- 
pus is still suspended in two Muslim areas 
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: cera in the eyes sof been 
and robably also in а the eyes of a 





: the church as such, but just wil 
its more radical members. 








Filipinos worry that the army, like its 
counterparts in many other developing 
countries, has acquired a taste for power 
that it will find hard to:give up. Much of 
the blame for this is shunted home to Mar- 





the nation's most decorated soldier in 
World War П. Marcos and veteran De- 
fence Minister Juan Ponce Enrile are both 
; lawyers and have always stressed the pri- 
“macy of civilian control. But Marcos: has 
also ministered to the needs and self-es- 
teem of the military. ' 

-- Ontheeve of thé martial- law proclama- 
tion, the president took into his con- 


1a few of 


And though martial law has gone, many | 


cos, a one-time guerilla fighter who was- | 





; lace. in the Thai officer coi ps after World 
War Il and in the Indonesian officer corps. 
51-1958 period: 


Even so, it would be wrong to conclude | 


that the situation had or has gone anything 
like. as far as it has in either Bangkok or: 
Jakarta: "The great majority of the mili- 
tary still have the lean and hungry look,” 
one opposition. assemblyman told the 
REviEW. “It’s only the generals and a few 
colonels." 








Mother parallel to the Indonesian experi- 
ence, has been the appointment of active 


| and retired officers to various government 


positions, including half a dozen as ambas- 
sadors. Today there is a network of retired 
officers serving outside the military. 
Despite these developments, there are 
grounds for arguing that the military is not 


Ramos, Enrile and Ver with Marcos; troops in the field: hand-picked loyalists keep things in check. 








fidence not only Enrile but 11 of the most 
nior men in the military hierarchy. 
These included the two most. powerful 
military men. in the Philippines today — 
AFP chief. of staff Gen. Fabian. Ver and 
the PC chief Lieut-Gen. Fidel Ramos. 
No one doubts that Marcos can hold the 
military in check, if only because menlike 
; Ver and Ramos and many others beneath 
рет are hand-picked Marcos loyalists. 
‚Тһе question is: has Marcos created a 
;, monster that other, less powerful political 
leaders will have difficulty. keeping іп 
check? 

Whether or not military leaders whet- 
; ted their appetites. for political power 
sunder, martial law remains to Бе seen. 
< What is certain is that they got a taste for 
the fringe economic benefits that went to- 
expanded role. Before 


` favoured element in soc ty 

Wap chang much at; in parti- 
б develop out- 
ndividual offic- 
ers E lucrative fishing and logging 


interests, became members of the boards 








that they are june one of the Corpo nts tsof 
the Marcos elite. 

, Although military men may wield r near- 
absolute power іп some outlying areas — 
their troops swaggering and pushing their 
way about — senior officers in the capital 
are aware of the fact that they are noten- 
tirely accepted. "They are conscious of the 
fact that they are not part of high society in 
Manila," said an ambassador. "They 
don't cut any figure in it and this must af- 























| 4 fect their capacity to play a role. They 
Ax басу of martial Jaw; ind yet an- 


don't have the self-confidence of Indone- 
sian officers." 

If Ver gives a party, said one source, the 
other guests are, almost invariably, other 
military men. If by chance a colonel or 
general is taken to one of the better-pad- 
ded private clubs around Manila, he is 
likely to be made to feel very much an dut- 
sider by the members. "They tend to be 





quite the political force it may appear 
from the outside. For one thing, senior of- 
ficers continue to stress their commitment 
to the notion of civilian supremacy and 
show a continuing regard for and readi- 
ness to assimilate American models — 
perhaps not a surprising development 
given that almost all of the older officers 
have studied in the US and the fact that 
about 250 officers and men go to the US 
for advanced training each year under the 
International Military Education and 
Training scheme. 

“Its hard to get them to talk politics,” 
says a diplomat. “They are тоге in- 
terested in creature comforts, in golf or 
their extended families. Politics is alien to 
them." There is doubtless some truth in 
this assertion, sweeping though it may be. 
But it would be wrong to see AFP officers 


| as thoroughly apolitical. Military men do 


discuss political matters, often intently. 

A second factor which may weigh 
against military involvement.is that the 
army is not as much a part of the establish- 
ment as it is in, for example, Indonesia or 
Thailand, and has none of the "born-of- 
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very introspective in their social actions,” 
said one source. “They feed off each other 

a lot." 

A third factor which may work against 
military intervention is that, while a 
number of individual officers may have 
done well out of е. АЕР” increased role, 
the armed forces as such are not. too in- 
volved in major businesses. 

Meanwhile, Marcos continues to work 
hard to keep the military on his side. He 
frequently turns up at army functions, 
makes a great fuss over army widows, 
stresses how much he. has done for the 
army and how much military salaries have 
gone up during his presidency. An astute 
politician, he also plays up his own mili- 
tary background and accomplishments, 
one reason no doubt why he reacted so an- 
grily against the We Forum newspaper 
when it claimed recently that he was not 
entitled to some of his many medals 
(REVIEW, Dec. 17,82). 

This: buttering up goes over well with 
the military, but some civilians stand оп: 
the sidelines and wonder what it will lead 
to. a 
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de Navy: 28 /000 (including 
... 9-10,000 marines and 2,000 coast- 
. guards). 
4 frigates, 9 corvettes, lo large pat- 


rol craft, various LSTs, LSMs. and, ae 


number of coastal patrol craft, ‘sup- 
port vessels and | 

1 SAR squadron (Islanders and 
BOIOS helicopters). - 


Air force: 16,000. _: 
.. 2 fighter squadrons (F8H; ЕЗУ. 
3 ground attack squadrons (128). 
2 E squadrons (T34; T33; 
. T4, SF260). 
5 transport squadrons (3 С1305; 9 
F27s, 11 Nomads, 20 Islanders, C47; 


E 2 H214s). 


| A number of COIN aircraft includ- 
* ing OVIO, SF260, UHID 
3 F27 (for maritime patrol and sur- 
veillance) VIP flight (BAC 111, F28 
and YS11). 


Philippine Constabulary: 
«42.000 


Integrated ‘National Police: 


quipmetit may not be operational, - 


personn 





Based at Fort Bonifacio in Metro-Manila, 
it suffered severe growing pains during the 
1970s, when its size was increased to cope 


| with the insurgency in the south. 


. Professionalism and cohesion in the of- 


ficer corps declined and standards fell” 


dramatically às пем officers were rashed 
through training courses. Inevitably, mis- 
takes were made in the field and.opera- 


tional problems were encountered. The | 


situation, however, has now-stabilised, 
The second major force in the AFP is 
the 42,000-man para-military Philippine 
Constabulary (PC). Set up by the Ameri- 
cans in 1901, it has both a law-and-order 
andan internal-security role. 
The PC operates through 13 régional 


| commands and a metropolitan command 
based in Manila: In addition; it-has a field | 


force formation, the PC Brigade, which 
consists of nine battalions, seven of which 


| are Organised on much the same lines as 


light infantry. Two of these seven battal- 
ions — the 55th and the 60th — are widely 
unpopular. Local PC forces, however, are 


pi 
Although а PC regional commander - 
| will have an essentially PC toice ünder , 


large, however, the PC bears the brunt of 
the fighting, with the army and/or the 
marines only being called on for maor ор- 
erations. Ё 

Closely linked with: the PC — but not 
part of the AFP — is the 46,000-man Tn- 


` tegrated National Police (INP), an assem- 


bly of once-independent local police units 


which also. includes such bodies as local | 


fire brigades... = 


Bor speaking, the responsibilities 
of the various institutions range across 
a graded scale. The INP's brief encompas- 
ses areas such as traffic and local crime. 


The PC deals with serious crime and local | 
insurgency, and the army — assisted. | 


where necessary by the other services — 1s 
equipped to handle full-scale insurgency 


and defence against external enemies. 


An overlapping command structure is 
designed to pull all these activities to- 
gether In addition tothe 13 PC regional 
commands. there: аге five unified com- 
mands — one for each of the four points of 
the compass and a fifth for the troubled 
Central Mindanao region. These draw on 
the combined resources of the PC, army, 
navy and air fotce. Action on any large 
scale is always coordinated by the relevant 
unified command. 

lf.the multiplicity of forces looks con- 


узы. then the overlapping chains of 


d do not clarify matters —.par- 





er 
carriers or tanks, for example | 
— the army must be brought in. By and 
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than one. cap. 

xample, the PC 
regional commanders 
report to Lieut-Gen. 
Fidel Ramos, vice 
chief of staff of the 
AFP, chief of the PC 
сапа director-general 
of the INP. The com- 
-manders of the five 
unified commands re- 
port to the AFP chief 
of staff, Gen. Fabian 



















































As PC chief, Ramos 
reports to Ver. Asdi- ' 
rector-general of the 
INP, he reports to 
Defence Minister 
Juan Ponce Enrile. 
The commanders of 
the unified com- 
mands, it might be 
added, have only ope- 
rational control of the 
various units under 
hem. Matters such as 
logistics and training 
are undertaken by the 
Separate services. | 
Although' the sys- 
m looks unwieldy, 
FP officers say that 

t works well. Foreign 
military experts ac- 
knowledgé | that it © 
probably does — in a: 
Static situation. But 
hey question its ef- 
fectiveness in a very fluid situation, where. 
for example, the insurgency is not confined 
to one area— a situation which the AFP is 
ncreasingly up against. 

In the mid-1970s, the major problem 
confronting the AFP was the Muslim re- 
bellion in Mindanao, with the guerilla 
movement of the. New People's Army 
(NPA) very much in second place. Today, 






















































problem has not gone away, but there is 
now no meaningful, órganised Moro Na- 
tional Liberation Front movement to con- 
tend with. 

The Muslims are not drawing much sup- 
port from overseas and are war-weaty. 

This, plus the so-called attraction policy 
— which involved the military going into 
“uthe hills to lure people down — has contri- 
:;buted.to а vastly improved situation in the 
south. In the late 1970s, 80% of the AFP's 
ground forces were tied up in Mindanao. 
Today, there are far fewer troops there. 

(Six battalions instead ofthe 12 deployed 
there as late as 1981.) 

In the meantime, the NPA threat has in- 
creased. Communist: guerilla units are 
Operating in greater numbers, аге more 
aggressive and have been successful in 
«gaining a mass base in certain areas. The 
“NPA, which is thought by foreign analysts 

to have 5-7,000 armed regulars, has 
moved out of its traditional. areas in Luzon 
and established itself in virtually every 
province. Davao, in Eastern Mindanao, 
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the situation is reversed. The Muslim 





is now the hottest area for NPA opera- 
tions, but the army has recently found it 
necessary to deploy eight battalions in the 
Bicol area of southern Luzon. Some of the 
troops in Bicol came from Mindanao. 

The AFP does not seem tohave any dif- 
ficulty finding recruits, continuing heavy 
casualties (500 dead last, year) not- 
withstanding. Indeed, the number of ap- 
plicants is such — perhaps due to the'un- 
employment rate — that recruiting officers 
say they can afford to be choosy. 

The AFP tends to see itself as rüral- 
oriented, largely because its major opera- 
tional responsibilities lie in areas outside 
the cities. However, it is not noticeably of 
rural origin. The great bulk of senior offic- 
ers tend to come from the towns and cities, 
especially Manila, where educational 
standards are higher, with the other ranks 
being drawn about equally from urban 
and rural areas. 


his has its consequences. The repeat- 

ed injunctions of the military leader- 
ship notwithstanding, there is often pre- 
cious little effort to win the hearts and 
minds of those in the barrios (villages). All 
too often, troops in the field act like an oc- 
cupying army, stealing food.and. money. 
Partly, it is true, this results from the indif- 
ferent efforts of those responsible for pay- 
ment of the troops. 

Money is routinely intercepted or de- 
layed and soldiers steal chickens:or:rob 
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patrol. But he concedes that they prob- 
ably pocket the money and steal anyway. 
These and other unlawful practices do lit- 
tle. tó help the public's image of the army 
and the PC. Indeed, when АЕР units 
move into an area, regard for the military 
often falls. off quickly. 

Like any military organisation, the AFP 
has its cliques and cleavages. One divi- 
sion, particularly in the army, is that be- 
tween officers coming from Ilocos (north- 
ern Luzon) and those from other areas, 
most notably the Visayas (Cebu). Presi- 
dent Ferdinand Marcos, an Hocano him- 
self, has favoured officers from. his own 
area, not just in the Presidential. Security 
Command but in the army ås а whole, Asa 
result, the clannish Hocanos hold down a 
disproportionately high. number of top 
jobs. 

The officer corps is also divided to some 
extent between those who:are graduates 
of the Philippines Military “Academy 
(PMA), which sees itself rather self-con- 
sciously as “the West Point of Asia,” and 
those who entered the army through the 
Reserve Officer Training Corps (ROTC). 
PMA graduates, who turn out for their 
graduation parade in 18th Century uni- 
forms, tend to consider themselves 
superior to ROTC graduates. The PMA is 
notorious for its brutal “hazing” of cadets 
— one cadet died after à cannonball was 
dropped on his chest — and this may go 
some way towards explaining the brutality 
shown by some younger officers. — 

"Although many of its entrants are 
drawn from the University of the Philip- 
pines, the American-style ROTC offers a 
less prestigious way. of obtaining a com- 
mission. All the same, it boasts some dis- 
tinguished alumni. (In the mid-1970s, the 
AFP chief of staff, the army commander, 
the air force commander and the flag of- 
ficer in command of the navy were all 
ROTC graduates.) 

At times, younger officers in thé field 
have balked at bearing the brunt of an ugly 
anti-insurgency campaign while senior of- 
ficers live in some comfort in the larger 
towns and cities. However, greater atten- 
tion is now being paid to the welfare of 
those in the field and complaints have 
tended to diminish. 

It is surprising in some ways that so little 
seems to be said about those who might 
eventually emerge in leadership positions. 
But with an active insurgency officers 
have considerable scope to prove them- 
selves. One man who is often mentioned 
ав an officer to watch is Мај.-Сеп: Delfin 
C. Castro, the head of Southern Com- 
mand. Another is Brig.-Gen. Pedrito de 
Guzman, the head of Regional Command 
V, and the man responsible for the trou- 
bled Bicol area of Southern Luzon. Yet 
another is Brig.-Gen: Edgardo Alfabeto 
who, until recently, was in command of 
the PC Brigade. Brig.-Gen. Madrino 
Munoz, who is currently commanding the 
army's 4th Infantry Division in Mindana 
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has also come to attention in the battle 
zone. So too has Brig.-Gen. Salvador 
Mison, the head of Eastern Command, 
which includes the troubled Leyte-Samar 


area, Brig.-Gen. Roland Pattugalan, who: 


has been acting deputy chief-of-staff for 
intelligence since the recent death of 57- 
year-old Maj.-Gen. Ignacio Paz, is a staff 
officer with à background in intelligence 
and is considered to be close to Ver. 

Compared with the army and the PC, 
the navy and the air force are small and 
have a more limited role. The navy, which 
has few large ships, is mainly involved in 
coastal surveillance and | counter-in- 
surgency support operations. Its patrol 
craft are deployed against those seeking to 
smuggle in arms or goods. The navy is also 
called on to intercept guerillas, who now 
move fairly freely from one island to 
another. 

The air force has an air-defence capabil- 
ity but this is rudimentary and little used, 
largely because of the US defence um- 
brella. The air force does have ground-at- 
tack and counter-insurgency aircraft but 
these have not been used against insur- 
gents for some time, largely, it seems, be- 
cause it is difficult to locate large enough 
pockets of guerillas to make deployment 
worthwhile. 

The air force is called on to do a lot of 
heavy lifting, however, moving troops 
from one area to another and ferrying in 
supplies. Transportation is the perrenial 
problem in the AFP, and the air force, like 
the other services, is always over- 
stretched, particularly in the area of 
helicopters, which are notoriously in short 
supply. The army and the PC recently 
took delivery of the first of 500 Land-Rov- 
ers but massive transport difficulties re- 
main. — DAVID JENKINS 
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How the AFP got out of MAP and 
into FMS — but didn't spend it all 


Manila: Although there was a 10-fold in- 
crease in the military budget in the decade 
after the proclamation of martial law in 
1972, the Armed Forces of the Ph ilippines 
(AFP) still has a decidedly threadbare 
look. The Philippines proportionately 
spends- considerably less — 2.1% of its 
gross national product — on defence than 
any other country in Asean. It has a fairly 
small and rudimentary air force and navy 
and an army which is under-equipped for 
many of the roles assigned to it. 

"The military managers really have to 
micro-manage their resources," said а 
well-placed source. “There is: no fat at 
all." Much of the money:allocated for the 
AFP goes on pay and allowances for a 
military establishment which has swollen 
to three times its 1972 size, largely as a re- 
sult of the need to counter Muslim insur- 
gents in Mindanao and communist gueril- 
las in Mindanao and numerous other 
areas. In practical terms, almost every 
peso is spent on operational upkeep — 


maintaining and equipping units im the 
field and various support services. 

Apart from the M16, which is produced 
under licence in the Philippines, the AFP 
gets little in the way of equipment. “In en- 
counters with the insurgents,” said one 
source, "they are probably out-gunned 
more often than not." 

Under the Military Assistance Plan 
(MAP). disbanded in 1981, the United 
States provided valuable military equip- 
ment, spare parts and training to the 
Philippines under a format which allowed 
for Washington to retain ownership of 
everything supplied, while the Philippines 
undertook to carry out all maintenance. 
The great advantage as far as Manila was 
concerned was that the MAP allowed it to 


effectively double its defence spending — | 


without having to pay hard cash for equip- 
ment. If the defence budget was USS400 
million in a given year, Manila could get 
equipment and services of a like amount. 
There are still one or two MAP items in 





the pipeline. However, as part of the base- 
compensation package agreed between 
Washington and Manila in 1979, the 
Philippines now purchases most of its US 
equipment under Foreign Military Sales 
(FMS) credits — a total of US$50 million 
in credits being available in each of the 
five vears (1979-84) covered by the agree- 
ment. 

There are а number of advantages of 
the FMS arrangement. The US Govern- 
ment guarantees that equipment meets 
certain standards and watches over the ap- 
propriateness of contractual arrange- 
ments, and the country їп question not 
only owns what it buys but has access to 
some items which might not otherwise be 
available. The major drawback is that the 
purchaser must pay the going interest rate 
for whatever it wants. 

The Philippines, with foreign debt of 
nearly US$17 billion, has been reluctant to 
buy on credit and has taken up only about 
a third of the US$150 million available to 
it under the first three years of the current 
agreement. Inevitably, clashes have oĉ- 
curred between technocrats anxious to 
keep spending down and military men 
who argue that new equipment is urgently 


needed. — DAVID JENKINS 
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tar ila: In the Philippines, where toffee: 
p speculation revolves. endlessly 












ountry where the president has 
ded in bringing all levers of powi 


nto power only. on thé cgat-tails: 
ilitary: While this is by no means certain, 
here is.a growing belief that the military 
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;martial law, have abated since the intro- 
duction last year of constitutional arrange- 
ments setting up an orderly process to gov- 
the succession ии Oct. ‚29, ‚ 82). 
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ly preventing 
st provide for an 
vern the success 
wo civilians who might feature in a 
jst-Marcos power play are the. presi- 
ents wife; Imelda, and'the long-time 
ircos stalwart, Defence Minister Juan 
nce’ Enrile’ Both are members of the 
executive Committee and, ineyitably, 


derly mechanism to 


By : Sheilah Ocampo-Kalfors 


Davao City: The security situation in the 
ithern and eastern regions of Mindanao. 
ntinues to deteriorate as the outlawed 
w' People's Army (NPA). the military 
m of the Communist Party of the Philip- 
ines (CPP), mounts new offensives 
ainst government forces. During the 
irst six weeks of the year NPA attacks — 
-mostly daytime ambushes — caused about 
00 casualties among soldiers, paramili- 
“tary police and civilians, The government 
is fesponding by sending in more troops 
nd equipment to.süpport.à two-month- 
ig counter-offensive. Hundreds of villa- 
gers from the mountains near Davao and 
 Agusan have fled their homes to avoid the 
retaliatory military operation which is ak 
ready under way. 
The government. initially fesponded to 
the NPA attacks by sending a large part of 
three new battalions — tw 













e of the few political unknowns in а 


own hands, it is sometimes suggested . 
hat the next president will be able to ride | alre 


y play an important role in the.succes- |- 


Some of the fears, about military in- |. 
olvement, fuelled during the years: of. 








“there is much speculation thi Marcos" dë 
mise. split the a 


“апа she has resolutely denied that she 
does -— she would have to overcome cer- 
tain obstacles, some of them having to do 
with: the armed forces. One is that 
Filipinos are persuaded that theirs is a 
very macho society; the military, it is said, 
would never go-along with.the idea of a 
woman as head of state, particulatly one 
who has yet to demonstrate that,she has 
the charisma, command and shrewd poli- 
tical judgment of her husband. 

Another objection’ is that Marcos, an 
Ilocano’ from northern Luzon, has. by 
promoting a disproportionately high 
number of Ilocano officers, created а situ- 
ation in which his wife, a Visayan, might 
fail to get the support she might реви to 
bid for the presidency. 

Enrile is also considered to ‘have a 


strong chance in thé. succession; stakes. ` 


Very much the self-made and successful 
man, he is, like Marcos, an Посапо and a 
lawyer. and has the plausible manner of an 
accomplished politician. Enrile is a good 
speaker, immensely wealthy, with lots of 
contacts around the A Chairman of 


Eastern Davao i is the hot spot as 
IPA ambushes claim more victims 


marine — to hotspots in Davae del Norte 
province. Then on.February. 11, the De- 
fence Ministry. announced that it was 
sending three more army battalions and a 
scout ranger company to the area. and the 
armed forces chief-of-staff, Gen. Fabian 
Ver. said that two navy gunboats and 10 
air force helicopters were stationed in the 
arca to provide sea. and air support. De- 
puty chief of staff Lieut-Gen. Fidel Ramos. 
and 10 top commanders had flown to Min- 
danao to assess the situation and deter- 
mine «how. much additional force was 
needed. 

The man in charge of overseeing the 
anti-guerilla operation is.Maj.-Gen.. Del- 
fin Castro, who has led the Zamboanga 
City-based southern command since 1981. 
The general is a-veteran field commander 
who fought secessionist Muslims и the 


{south during the late 1970s "when che. | F 


the рам 12 уеаг$ and has worked 











ously.to build his support in the: military, 
fighting to get the officer corps what they 
need and defending the armed. forces 
against criticism. 

-If Enrile has presidential ambitions: =з 
and he, too, has stressed that he is not in- 
terested in the job — one problem could 
be that Marcos is not the sort.of man who 
allows heads to pop up around him: AF- 
though а key member of the ruling group, 
Enrile has.not been given the nod to ad- 
vance further. 

It is quite possible that the constellation 
of interests currently grouped around 

















: Marcos will hold together in the post-Mar- 


cos period, leaving the army to.continue 
doing what armies. normally. do. and: not 
become: involved to any great. extent in 


: elite politics. In this scenario, the.various 


key interest groups would come. together 
and attempt to throw up another au- 
thoritarian figure — one who. would. have 
the endorsement of the armed forces, big 
business, the technocrats and: Ше sur- 
vivors of Marcos. 


Mrs Marcos-Enrile allante would 
tie-up most of the existing interests, it 
is argued; and ensure that those interests 


‚ were. maintained, "If something were to 


happen to Marcos in the next five: years, 
the people оп the inside track would be 
Enrile and Imelda or her proxy,” said one 
well-placed :source.. "There are тапу 
others too out from the fence. But if I had 
to put my money down, I'd say Enrile." 
Talk of a Mrs Marcos proxy gained 
momentum following the president’s visit 
to Washington late lest year. In a remark 












headed the Cotabato: City-be sed central 
| command. "d 

Iti a recent interview. with the REVIEW, 
Castro said. that.the. situation in eastern 
and northern Mindanao was “disturbing 
but not alarming.” He said that it would be. 
foolish то (гом too many troops into the 
arca without sufficient knowledge of the 
situation. He.said he believed that the 
NPA апа the Moro National Liberation 
Front (MNLF), the main: Muslim seces- 
sionist group, have joined forces іп the 
fresh offensive and "that's why itis hard to 
calculate the enemy strength. ... 7, Castro 
noted that President Ferdinand Marcos 
had. told the military to avoid the use of 
force if possible, adding: “I have guns, ar- 
Шегу, naval gunboats.... . but: Lhave not 
fired апу of these:?We.are-reserying op- 
tions on how the. two allied groups [The 
NPA and the MNLF] will behave.” 





ther military commanders did not afford 
much credi ity to. the theory of a 
id ol | 





in an American TV interview, Marcos said 
that his wife would not succeed him. 
“But,” he added, “the person who does 
succeed me will need her support — other- 
wise he will not succeed." 

*Enrile and Imelda don't have any great 
liking for each other," said one source, 
“but they know better than to fall out. In a 
crisis, they would recognise that their in- 
terests. were together." Others are less 
sure about this. Even if there were to be a 
fight over the succession, some observers 
say they find it difficult to conceive of à 
situation їп which any of the aspirants 
would turn to the military and say: “I want 
your help." Others suggest that, while cer- 
tain officers might be approached and 
asked to use their influence, support 
would probably not be forthcoming. 

If such a situation were to arise in the 
near future, two military men would be at 
the centre of things. One is Gen. Fabian 
Ver. 62, the armed forces chief-of-staff, 
head of the presidential security command 
and director general of the National Intel- 
ligence and Security Authority, a body 
popularly believed to have penetrated 
every government agency. The other is 
Lieut-Gen. Fidel Ramos, 54, head of the 
paramilitary Philippine Constabulary 





his area was small and well-known to the 
military. “They are predominantly Visa- 
yans [from the central Philippines], while 
the MNLFs come from Lanao and Zam- 
boanga provinces and:;are less of a pro- 
blem to us. The MNLF does not follow 
border strategies, but operates more in 
shoreline settlements. But it has tried to 
move inland in the past two years," Tan- 
Gatue explained. 

As for the communist insurgency in his 
area, Tan-Gatue said that two CPP com- 
mittees were operating in Region 11 in 
conjunction with seven so-called guerilla 
fronts. He said 14 guerilla fronts were 
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and the Integrated National Police and 
vice-chief of staff of the AFP. Both men 
are related to Marcos and their loyalty to 
the president is considered beyond ques- 
tion. 

Of the two, Ver probably stands out 
more, though both are very determined 
and, as one source put it: “I wouldn't like 
to make an enemy of either." Ver is very 
much the palace man, but popular in the 
armed forces and deferential almost to a 
fault with civilians, Enrile in particular. 
Ramos, a graduate of West Point, a Pro- 
testant in an overwhelmingly Roman 
Catholic army, is highly respected, par- 
ticularly for his probity; he lives modestly 
and is sometimes said to be one of the very 
few officers who is totally clean. 

But he lacks charisma and some feel he 
has not been as forceful as he might have 
been. Others argue that he sees the wis- 
dom of keeping a low profile. It was a 
close fight between Ver and Ramos for the 
chief-of-staff position and some say Mar- 
cos opted in the end for the former not just 
because he had an edge in seniority but be- 
cause Ramos might be more indepen- 
dently minded. 

Even in a scenario of total government 
collapse, the military leaders would prob- 
ably see their duty in terms of playing a 
caretaker role — holding things together 
until elections could be organised. There 
would certainly be great pressure on them 
to allow civilians back into the driver's 
seat. In such a situation, Ver and Ramos 
are the obvious potential leaders, with 
Ramos perhaps having wider appeal as a 
more sophisticated and capable runner of 
government. 

But the possibility of newer names 
emerging from the upper-middle ranks of 
the military cannot be ruled out — men 
who rose to senior rank by virtue of their 
successes against the insurgents. 

— DAVID JENKINS 


operating in the whole of Mindanao. In 
1981, communist sources told the REVIEW 
that there were 30 fronts in the country; 
five in central Luzon; two in southern 
Luzon; seven in northern Luzon; eight in 
the Visayas, and eight in Mindanao. 

A leader of the National Democratic 
Front (МОЕ), an umbrella group of the 
country's various leftist organisations, 
told the REviEW in February that NPA 
strength is four times that estimated by the 
Defence Ministry, which says there are 
about 3-3,500 NPA troops nationwide. 
Defence Minister Juan Ponce Enrile has 
said that there are about 600 NPA troops 
in castern Mindanao. The government has 
about 3,500 army and marine troops in the 
region, in addition to constabulary and 
paramilitary forces also involved in 
counter-insurgency operations. 

"We could put to good use even 50,000 
new arms," said another NDF source. "In 
the next few years, NPA tactical offen- 
sives are expected to be bigger and more 
frequent. but our single biggest problem 
at this time is the inadequate number of 
arms." Identifying leaders of the com- 
munist movement in eastern Mindanao is 
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difficult. Military analysts believe that 
Benjamin de Vera, who escaped deten- 
tion last year, may have taken up his old 
position as regional party chief. 


= ————— == MÀ EU, D 








The communist movement in e | Killed in the Sumuroy incident 


Mindanao has drawn support from the re- 
gion’s large, landless population of tribes- 
men and early Christian settlers who have 
been gradually driven from the land they 
farm since the early 1970s by foreign and 
domestic business interests. The locals 
want to own the land they have settled on 
and worked, but the business interests 
seck to develop the area for large-scale 
agricultural businesses and mining. 

The military has tried to keep the com- 
munist insurgency under control through 
а Vietnam-style strategic-hamlet pro- 
gramme, which involves moving people 
into village areas the military believes it 
сап control. About 500,000 people have 
been uprooted from their homes in the 
programme, which the Defence Ministry 
has said does not have official approval. A 
Mindanao chapter of the Integrated Bar 
of the Philippines — a human-rights or- 
ganisation made up of lawyers — says the 
strategic-hamlet programme is continuing. 


Д" Pimentel, mayor of Cagayan 
de Oro City, told the REVIEW that most 
towns in Misamis Oriental and Bukidnon 
provinces have come under NPA pressure 
in one form or another. The latest inci- 
dent, he said, took place on February 14 in 
Lugait where a clash between NPA gueril- 
las and the police left three policemen 
dead, including the newly assigned com- 
mander. Earlier in February, 47 soldiers 
were ambushed in Valencia, Bukidnon 
province. There were reports that 45 sol- 
diers died in the attack, but military com- 
manders at Camp Alagar deny that it even 
took place. 

The most serious officially acknow- 
ledged incident this year occurred on 
January 22 when the commander of the 
9th Infantry. Battalion, Lieut-Col Jaime 
Somera, his operations officer, Capt. 
Guillermo Kong. two sergeants and three 
corporals were killed in an ambush in Mis- 
amis Occidental. The mayor of Sapang- 
Dalaga and a police corporal were 
wounded in the incident, which triggered 
Marcos' decision to beef up the military 
presence in Mindanao. 

Other attacks involving the NPA and 
government troops this year have in- 
cluded one in Davao del Norte on Feb- 
ruary 4 which left 30 people dead, mostly 
army soldiers; another in Maco in which 12 
army soldiers were killed, and a third in 
Buan and Camansa where 18 government 
militiamen died. 

Some local officials and human-rights 
workers believe the military presence in 
Mindanao aggravates the communist in- 
surgency. Mayor Pimentel opposes the 
military build-up because he believes that 
the NPA has expanded its operations 
mostly to meet the expanded military op- 
position. Some human-rights lawyers told 
the REVIEW that they believe the military 
welcomes the struggle with insurgents be- 
cause it gives them an excuse to assert in- 
fluence over local authorities. 
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By Guy Sacerdoti 

Manila: In any counter-insurgency opera- 
tion, government forces are in the invidi- 
ous position of having to deal firmly with 
guerilla forces without harming the civi- 
lian population among whom the guerillas 
move. In Maoist terms, troop comman- 
ders have to make a careful distinction be- 
tween fish — the guerillas — and the 
water, the civilians among whom they 
swim. 

In April. 1982, the REVIEW reported 
that the army had fired artillery shells at a 
meeting of villagers at the village of 
Sumuroy on Samar island, believing that it 
was a meeting of NPA members. The arti- 
cle said that 200 people were reportedly 
killed and others wounded. Subsequent 
investigations and reports of the incident 
indicated that, though shelling took place, 
the loss of life stated in the original reports 
was greatly exaggerated. 

Reports of 200 dead were denied by the 
military. Two separate | investigations 
were carried out, and a brief visit to the 
village was made on August 5 by Defence 
Minister Juan Ponce Enrile and opposi- 
tion assemblyman Reuben Canoy (who 
had requested an official investigation fol- 
lowing the press reports), accompanied by 
selected newsmen. 

The results of Enrile's visit were pub- 
lished reports that only four members of 





the NPA were killed in two encounters 
three days apart and not 200 civilians as 
claimed. The military actions occurred 3 
kms from where the Enrile party disem- 
barked from their helicopter, the pub- 
lished reports said. Also it noted that 
Sumuroy housed only some 60-70 people, 
living in 15 huts. 

Two military reports obtained by the 
REVIEW, while contradicting each other 
on some points, confirmed the four dead 
and indicated how the operation led to re- 
ports of an alleged massacre. An opera- 
tion report to the commander of the 3rd 
Infantry Brigade — responsible for opera- 
tions around the Catarman region of 
northern Samar — said that on April 9 an 
infantry unit was fired upon while prepar- 
ing an attack on a suspected NPA camp 
composed of 18 huts. During the incident 
30 men and women ran from their shelters 
to "trenches made up of big logs" and 
fired at the troops. 

It said that because of *enemy strength 
and fire power," the unit asked for fire 
support and reinforcements. Four artil- 
lery shells landed, forcing the people to 
withdraw. On the evening of the next day, 
the troops heard more fire from the NPA 
group and requested more artillery sup- 
port but could not get through to the gun 
position by radio. The result of the opera- 
tion was four dead, the report said. It re- 
commended that in the future resupply 
and reinforcements be more readily avail- 
able. The report is dated May 4, 1982. 

An intelligence report issued later 
claimed that the infantry brigade knew all 
along that there were 200 теп, women 
and children living in the camp, of whom 
40-50 were NPA regulars, and criticised 
the operation for using the 105mm howit- 
zers in support of an attack. It also claimed 
the NPA guerillas did not fire back and 
were taken “by complete surprise and 
were fleeing in panic." 

The artillery was fired to “interdict the 
enemy" — to keep them from fleeing, it 
added. The four dead, according to this 
report, were NPA sentries. The area of 
the attack was bounded by deep gorges. It 
was the panic and rumour-mongering 
which led to the spread of the story of 200 
being dead and, in the absence of denials 
from the military, it became public. 

It was reported on February 23 that the 
REVIEW is being sued over its reports of 
Sumuroy incident. In order to protect its 
name, the Armed Forces of the Philip- 
pines (AFP) has brought libel suits and 
taken ‘other action against newspapers 
and magazines which, it believes, have im- 
pugned its motives or integrity. 

In one case, a writer and editor for the 
Sunday magazine, Panorama, is being 
sued for libel by a brigadier-general over a 
story about the treatment by the military 
of cultural minorities on Bataan Penin- 
sula. 
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“It’s the only hotel in ond Kong 





which doubles as 
a resort." 


























In Hong Kong, there is a hotel for 
perfectionists. 

Who expect hotel facilities to 
include a swimming: pool large 
enough to be worthy of the name. 
And everything else under the sun. 
Who demand remarkable service. 
Famous restaurants. And a view of 
the city and harbour that is nothing 
short of spectacular. 

Who believe that bathrooms should 


be marble, with separate showers 


and sunken tubs. 

At last, even the most impossible 
perfectionist can feel reassured. 
For The Regent of Hong Kong lives 
up to all this. And more. 


ihe 


A REGENT? INTERNATIONAL HOTEL 


HONG KONG, BANGKOK. KUALA LUMPUR, 
MANILA. COLOMBO. FIP. SYDNEY 
MELBOURNE, MAUL ALBUQUERQUE, NEW YORK 
CHICAGO; PUERTO RICO. MONTREAL. 


HONG KONG 3-7211211, TELEX HX37134; SINGAPORE 7373555; TOKYO 05-21-4541. 


OR CONTACE ANY REGENT INTERNATIONAL HOTEL. 




















e BACK inthe early 1960s, uninhibited 
by а depth of ignorance of the subject, 1 
penned a modest proposal for a solution 
to the centuries-old Irish problem, then 
entering yet another spiral of vicious vio- 
lence. I sugg that London should 
offer each ; ister “loyalist” 

(and what a language lies 
in that word! 000 (then about 
US$28.000) on at he-or she 
emigrated to`: of the so- 
called United: 
country which 


























later, after the 




























expenditure. ns of pounds and 
hundred: th my ignor- 
ance still ,lhave yet to 








able) solution 


he Argentinians 
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б viliés. have been ied 
‚ from Taiwai and Japan. The idea could 
be taken further: Britain might offer to 
hand sovereignty over the Falklands to 
Argentina on condition that the islands 
become a home for refugees — from 
Hongkong. 

€ AND so back to Ireland... A lepre- 
chaun's treasure of goodies was laid out 
before a hand-picked group of Hong- 
kong businessmen recently by a softly 
spoken taskforce from the republic's In- 
dustrial Development, Authority. This 
loosely bureaucratic, ànd consequently 
highly effective, organisation unwrapped 
parcels of tax concessions and grant pos- 
sibilities in a bid to attract investment 
capital to the Emerald Isle. And in the 
course of discussions it was mentioned, 
with typically forceful Celtic understate- 
ment, that Paddy passports might well 
alleviate some of the difficulties in get- 
` ting about these days. So, though it is 
still a long way to Tipperary, it would 
seem that in these sensitive times no dis- 
tance is too far to go to gain passport 
status. 

€ NO wonder banksin Hongkong make 
so much money, and that government 
collects so little from direct tax that it has 
to rely во much on (now collapsed) land 
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revenues — and the recent swingeing in- 
creases in indirect tax. A colleague paid | 
a large (for him) tax bill on the appointed 
day at the beginning of February. Nearly 
a month later the cheque had still not 
been presented for payment. The gov- 
ernment is thus losing interest. my col- 
league is also losing interest (having 
shifted money out of deposit into current 
account) and the bank is laughing all the 
way home. It has the money for free — 
until such time as the Inland Revenue 
gets around to opening its mail. 
e THE Hongkong and Shanghai Bank- 
ing Corp. (HSBC) is among the group 
which holds a majority (51% ) interest in 
the Review. Sometimes its employees 
complain with feeling that we are ultra- 
critical of the bank and its subsidiaries 
Because of a.desire to demonstrate our 
cditorial freedom and the bank's stead- 
fast refusal to influence our contents, So, 
а word of praise is in order. Last 
November the bank showed its confi- 
dence in the future of Hongkong by an- 
nouncing its willingness to finance 20- 
year. mortgages- for the purchase. of 
apartments. Since then there has been 
no tidal wave óf applications, but a 
steady tradeis being done. ` 

The announcement of the 20-year 
mortgage policy. was given a most curi- 
ous reception by an. obviously . very 


‘senior official quoted by the Hongkong 


journal Cheng Ming last December. The 
writer quoted his "friend in Peking who 
has certain contacts with the relative au- 
thorities" as responding to the bank's in- 
itiative as follows: 

" According to the information I have 


acquired, the HSBC did not notify the 


Bank of China before announcing this 
new measure. Originally, the banks of 
Chinese capital had intended long ago to 
take this measure, that is, to announce 
the extension of the time limit for repay- 
ment of loans beyond 1997. However, 
the HSBC stole amarch on the Bank of 
China, then notified it as a formality. 
This has landed us in a passive and awk- 
ward position, The plan of the Bank of 
China has crumbled. For a time, it did 
not want to follow the HSBC and con- 
sequently reaction on the stockmarket 
was poor. By doing so the HSBC in- 
tended to indicate that it was more con- 
cerned about the prosperity and stability 
of Hongkong than other people. How- 
ever, in view of the overall situation, the 
Bank of China still supports the plan of 
the HSBC.” 


So. it would appear the Bank of China : 


felt the move had caused it to lose face. 

€ BUT the Bank of China was not to be 
bested. Recently the HSBC announced 
"cheap" loans for small and middle-level 
industrialists; which, at a minimum of 
1% per month (well above prime), were 
not as cheap às all that, though any move 
by Hongkong's * "bank of last resort" to 
plug a gaping ole - = to play the role of 














an industrial developinent bank == 
be welcomed. Not to Беошйопе1 
time; the Bank of China announc 
it would not only give small indu: 
unsecured loans of up. to abe 
US$30,000 but that it (and i 
filiated banks in Hongkong) 
tend loans at about half a per 
point over the prime. rate: (cui 
10.5% ) with maturities of up to 50 vea 
Such a period is unheard of (and w 
critically reported). Wouldn't it be nic 
if, sometime in the 21st. century’, 
Bank of China tries to effect repaym 
on such loans ~ much as certain Arne 
cans are now trying to cash in ori. thi 
Chinese railway nds issued th 
perial government? — 
@ AD for Lingchih funguai the D, 
tory of Manufacturers. and E 
Tips 






























natural elements which, when taken inside the 
body, successfully combines the dirts and iin, 
purities inside the body and discharge them out of 
ihe human body. The supernatural efficacies И 
really possesses are really beyond the modern sc i- 
entific interpretations: Clinical records indicate thit | 
Lingchih well enhances human immunity from in- | 











against hepatitis, j 
| chitis, nephritis, neurasthenia, cancers, ett. 





e AD in Tam Tam, Vila, Vanuatu: 


[ NAO LONG VILA 


LONG 


| BLOODY MARY'S 


FAST FOOD 
INTRODUCING TO VANUATU THE VERY LATEST. 
IN AN AMERICAN STYLE ILY COLD DRINK WITH 
ANY ONE OF FIVE TERRIFIL FRUIT FLAVOURS, 
ITS CALLED FROSTY ICE AND IS A 
HALF LIQUID HALF ICE REFRESHING 
&OOL DRINK 
"Often licked — Never beaten." 
Ф AN Australian reader, David Butler; 
who is pursuing post-graduate studies on. 
Australian beef in Japan, sends a recent: 
advertisement from. the Weekend Aus-. 
tralian: S 










































CANBERRA GRAMMER SCHOOL 
ENGLISH TEACHER for 1983 


A teacher capable of teaching secondry Engish through to the Sitti 
Forn t needed for 1983. 

Applications. setting ouf quaificabons and experience, plus the 
names aod addresses ci two (21 referees, should reach The Head: 
master, Canberra Grarmmer School, Red Hil ACT, 2603 as soon as 
possible. 





As Butler remarks, anyone capable of. 
teaching secondry English should also be: 

able to teach primry Strine, in which case. 
he or she ought to be able to gra 
mar correctly. 
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he first summit conference, of the 
7-й (then) 25 non-aligned countries in Bel- 
grade in 1961 was preceded by the Asian- 
“African ‘Conference im Bandung in 1955, 
but since: non-aligned means a grouping of 
ountries which reject as members any 
states aligned with military blocs, the Ban- 
dung Conference could not actually be 
called a non-aligned conference. 

The basic aim of Bandung was to view 
he position of Asia and Africa in the con- 
temporary world and the contribution 
they could make to the promotion of 
World peace and cooperation, The coun- 
tries rnvolved were concerned with be- 
omin g better acquainted with the others’ 
| viewpoints. Geographical position’ was 
the. main criterion for participation in 

dung, not noa-membership ofa col: 
lective military security arrangement with 
one ofthe big powers. ^ —— 
It. should be remembered that Bandung 
ecogmised the right of. each nation to de- 


Tormity.with the United Nations Charter. 
"Тһе Belgrade non-aligned summit, how- 
ever, prescribed «im its membership 
delines the refusal to join any bilateral 
reaty or any collective military pact that 
vould involve implication in current East- 
est disputes. NES 
‘Present at Bandung were Asian mem- 
ers of the Seato and Cénto groups, such 
as the Philippines, Thailand, Pakistan, 
Turkey, Iran апа Iraq. Indeec dst: 
as one of the co-sponsors of Bandung, 
hese countries were conspicuously ab- 
sent in Belgrade. Nevertheless, Bandung 
‘ould claim (0 Бе the forerunner of the 
non-aligned idea since it, like Belgrade, 
tejected the purely military approach to 
с easing of world tensions. 
It. should also be remembered that in 
960 — between the Bandung and Bel- 
grade conferences — the five “founding 
fathers” of the embryonic. non-aligned 
movement, Kwame. Nkrumah from 
Ghana, Gamal Abdel Nasser from Egypt, 
Josip Broz Tito from “Yugoslavia, 






from Indonesia, attended the 15th UN 
General Assembly in New York to urge 
the Soviet Union and the United States to 
reopen contacts and negotiations which 
had been interrupted by the Cold War. 
‘The worsening of the international. chi- 
brought about by the U2 incident (in 
which a-US.spy aircraft went down in the 
et, Union); the collapse of the US- 

et summit in Pari esumiption of 












Their mediation init 
failure instrumental in in 
grade Conference. The. 25 he; 
at Belgrade continued the med 
conveying similar- mess 





fend itself singly or collectively, in.con- - 


Jawaharlal Nehru from India and Sukarno ` 


> non-aligned 





:| World. 


| 





tomatically mean the acceptance ‘of the 
‘Soviet bloc as a natural ally, as was stated 


originate from East or 
they are political o: 


president John: Kennedy and then Soviet 
premier Nikita Khrushchev “asking for di- 
rect negotiations between the two. world 
leadets as representatives of the two most 
powerful nations, in whose hands lies the 
Кеў to peace-and war.” Nehru undertook 
the trip. to Moscow, and Sukarno to 
Washington to convey personally the mes- 
sage to. Khrushchev and Kennedy. But 
even this concerted effort did not achieve 
the expected result. 

Obviously, “mediation needs some 
strength to guarantee success — not mili- 
tary strength; which the non-aligned coun- 


tries were lacking, but a collective moral 


force which could be accumulated by in- 
creasing their numbers. Virtually all the 
nations’ which have attained indepen- 
dence during the past two decades have 
decided to follow the policy of non-align- 
ment. The number of members in the 


URCESESHEPREUOCHEUNTUNI а RNV а REOR ENT 
The foreign-affairs career of Roeslan 
Abdulgani spans Indonesia's Old Order 
under Sukarno and the New Order 
under President Suharto. He was sec- 


retary-general of the Bandung Сопіег- 


ence and since then has held many sen- 


‘sitive diplomatic and political posts. 
Now retired, he is the author of several 


books on Indonesia and the Third 


movement has increased nearly fourfold. 
This in itself is a testimony (0 the validity 
and vitality of the movement. : : 

On the other hand, опе should not over- 
look the fact that the movement is 
heterogeneous in. its composition. There 
is geographical, economic, political and 
ideological’ diversity within the move- 
ment. This has meant е “inevitable 
emergence. of factionalism. Movement- 
wide, the diversity oscillates between mod- 
erate and radical lines. 


E 1964; at the Cairo summit, Indonesia 
and Ghana represented the radical line 
which, afterthe Lusaka summit, Algeria 


took over. Indonesia followed a low-pro- 


file line. And in 1979, itwas Cuba which 
was ablé to Use its position as host to lead 
the radical faction. “Radical” does not au- 


by Cuban President Fidel Castro, but it 
implies that the movement should give its 


her. these" imperialistic: éncroachments 
West, or whether 

ideological. in their 
ature. ducto dup UE 
ontradictions 


— a force for good 








nconditional support to aati-imperialist. 


‘movements within the Third World; whe- | vails else vhe 





character as legacies of the colonial past: 
frequently sharpen the differences among 
thé social systems of the members of the 
non-aligned movement, not ónly in their 
economic development levels, but-also in 
the degree of their dependence on the- 
former colonisers. CAM gh 
Despite those contradictions, many 
members have transformed their own gov- 
ernments and socio-economic systems ac- 
cording to their own needs. Some have 
transformed kingdoms into republics. 
Others have changed their systems from 
military dictatorship to democracy, or 
from democracy into dictatorship or semi- 
dictatorship. Libya, Afghanistan, Iran, 
Cambodia and Laos are no longer monar- 
chies. Social and economic systems have 
also undergone changes or complete 
transformation in Egypt, Iraq, Libya and 
Indonesia. 
Those internal transformations have 
unavoidably resulted in all kinds of prob- 
lems in relationships among members and 
neighbours of the movement. Unfortu- 
nately, problems concerning bilateral re- 
lations are sometimes brought into the 
forum of the conference, whereas they 
should actually be discussed and settled by 
the countries involved. If these inclina- 


| tions cannot be minimised, the movement 


will be weakened., 
Meanwhile, the Cold War antagonists, 


who have been watching the progress of 


the non-bloe movement with a certain de- 
gree of discomfort, have not always re- 
mained idle. They have been making at- 
tempts to draw some non-bloc countries 
into their respective orbits. The bigger the 
influence of the non-bloc countries grows, 
the stronger thé-external pressures be- 
come. Internal controversies and external 
pressures constitute new challenges to the 
non-aligned movement. > — 

Today there is much concern about the 
fate of the movement in-connection with 
conflicts in the area around the Gulf, par- 
ticularly in Afghanistan, Iran and Iraq. 
But it should be admitted that, unlike 
many wars fought in the Third World, the 
Iran-Iraq conflict'does not appear to be a 
surrogate" war waged on behalf of the 
superpowers, ^ Neither Moscow пог 
Washington has, sufficient influence to 
stop the war. The non-aligned movement 
is in a better position to exert that influ- 
ence. The fact that both warring parties 
agreed to move the seat of the seventh 
summit conference from Baghdad to New 
Delhi is again а testimony of the vitality of 
the movem ce 
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ent similar concern pre- 
the Middle East; and in : 












both superpowers in the Indian Ocean 
added new tensions to old rivalries sur- 
rounding the Subcontinent. And efforts to 
exacerbate the uneasy relationship be- 
tween Asean and the Indochina states en- 
danger the maintenance of peace and sta- 
bility in Southeast Asia; < 

Unlike the representation of Afghanis- 
tan in the movement, which is unchal- 
lenged, that of Cambodia remains a bone 
of contention among somé members. In 
the case of Afghanistan there is no rival 
government-in-exile. ‘The’ presence of 
Soviet troops with the consent of the 
Kabul government is tacitly accepted as 
not being a violation of the non-aligned 
criterion. Cambodia is viewed differently. 
Not only the presence of Vietnamese 
troops with the consent of the Heng Sam- 
rin regime, but also the existence of the 
coalition government under Prince Noro- 
dom Sihanouk were the. main arguments 
to challenge the decision to leave the 
Cambodian seat. vacant, arrived at by con- 
sensus in Cuba four years ago. 

In the initial stages of the non-aligned 
movement the term "consensus" was in- 
terpreted as the public or tacit agreement 
of all members. It was a non-voting style 
of decision-making on: general principles 
and political attitudes. Now consensus is 
understood to mean the absence of vocal 








opposition, in particular when dealing 
with procedures regarding new members 
and representation. 

When in April 1970, prior to the Lusaka 
summit, Sihanouk (then in exile in Pe- 
king) was rejected as representing Cam- 
bodia, the consensus was that Marshal 
Lon Nol represented the effective govern- 
ment in Phnom Penh. The backing of 
American and South Vietnamese troops 
in the unseating of Sihanouk as head of 
state was not taken into consideration. 

Now the tables have been turned. Some 
members argue that the vacant Cambodia 
seat should be filled by Sihanouk's coali- 
tion despite the fact that he has no real 


control of the country. Others prefer to 


keep the seat vacant according to the 
Havana consensus. The final decision will 
be in the hands of the New Delhi summit 
itself. The chair will ultimately play a deci- 
sive role. 


M any of the first generation of non-align- 
ed leaders have left the international 
scene. Their vision of a new world order 
was a powerful one. Has it lost its rele- 
vance today? Looking at the contempo- 
rary world, one can see a number of differ- 
ences, but also many similarities, com- 
pared with the world situation two de- 
cades ago. New relations of interdepen- 





































dence have arisen, some because of 
economic necessities and others through 
long-standing past relations. 

There is still the Cold War, the arms 
race, the gap between North and South, 
the unbalanced flow of information; t 
intrusion of aggressive forces. into the 
Third World, the Zionist aggression int 
Middle East, the racist and colonialist po: 
hey of South Africa and so on. But abov 
all, the two superpowers are still unable tà 
come to terms on disarmament. On the 
contrary, the arms race is being escalated: 
The arms trade, in particular from North. 
to South, is also increasing, though the 
Third World must also take part of the 
blame for this. і 

In view of all this, the non-aligned 
movement remains relevant and valid — a: 
moral and political force of the Third 
World. It tries to counterbalance the mili- 
tary and ideological force of the First: 
World of the liberal West and the Second: 
World of the communist East. 

And as long as man believes in moral 
force, not only i in individual relations be- 
tween humans but also in international re- 
lations between states, however limited it 
may seem in the face of brute violence, the 
non-aligned movement will be there. Like 
moral forces everywhere, it is not a lux- 
ury, but à necessity. 






A group of Chinese student dissidents has extended - 
its movement to Hongkong from North America: 



















By Mary Lee 

longkong: “Everywhere in the world 
where there are Chinese, we want to start 
a China Spring movement," declared Li 
Lin, a young United States-based 
graduate student from . China. China 
Spring, the movement's monthly journal, 
Li explained in Hongkong recently, first 
appeared in New York last December. It 
forms the platform, he said, of a move- 
ment dedicated "to change the system in 
hina completely and give our people [in- 
cluding those in Taiwan and Hongkong] a 
al opportunity to choose what they want 
terms of government and political be- 
iefs. We want democracy, rule of law, lib- 
erty and human rights." 










ongkong was the second launching pad 
of.the movement and was selected be- 
'cause of its importance in relation to.the 
mainland. The journal was founded by Li 
and an unspecified number of fellow 
hinese nationals who are studying in 
orth American universities and were 
rawn together, Li said, by.a common de- 
e to democratise China. China Spring is 
rebirth in the West of the so-called Pe- 























^ At a press conference here, Li said 





g Spring movement of шя. 
gh wide 


Wei Jingsheng, who are now serving jail - 


sentences in-China for alleged counter-re- 
volutionary activities during or since the 
Peking Spring movement. As a tribute to 


the jailed dissidents. — many of whom | 


have also been acknowledged as prisoners 
of conscience by Amnesty International, 
the human-rights organisation — China 
Spring 11515 16 of them as honorary editors. 
Li said Wei is “а personal friend," and 
added: “We have done a lot of things.to 


help our friends in.jail, but I cannot say 


more.” 
Li is. chief editor of China Spring, but 


the journal's best-known founder is Dr | 


Wang Pinchang. In a handwritten China 
Spring article, Wang explained that he 
was giving up medicine to join the move- 
ment in order to help save his country — а 
mission he regards as. far more. important 
than saving lives. Wang also said then that 
he would return to China. to continue the 
struggle for human rights and democracy, 
but this appears unlikely now. Wang has 
married an activist from Taiwan, who now 
lives in Canada, though he has a wife and 
child in China. Wang would undoubtedly 
join Wei in jail for his anti-government ac- 
tivities should he go home. As for Li, he 
told the REVIEW: "It s! hard tosay wi 


Deng' s drive for reforms and profits i is expected: to spread ! from 
the farms to industrial coe: shopa and the service sector 





By David Bonavia E 
Hongkong: Before Peking's lakes and 
canals have thawed in anticipation of 


ying as constitutional head of the Chinese 
state. Meanwhile, the economic and social 
reforms being pushed by elder statesman 
Deng Xiaoping, Premier. Zhao. Ziyang 


are moving ahead slowly but purposefully. 
Үе” resignation would mark the disap- 
pearance of the biggest inertia factor in 
| з. The marshal; aged 86, is be- 
brake on the 


& р 
of Mao Zedong an 
— last admirers, since the chairman's death 


anti-Deng opinion in the high command of 
the People's Liberation Army, 
With the recent reshuffle of prove) 





spring, the political ice has moved withthe“ 
reported resignation of Marshal Ye Jian- ` 


and party General Secretary Hu Yaobang 





in 1976. Ye also served as a conduit for- 
















governors and party secretaries, the way is 


now clear for Deng's long-standing plan 


fora purge ‘of leftists in the party (particu- 
larly in the provinces). Nearly 16 million 
out of 39 million party members were re- 
cruited from leftist ranks during the Cul- 
tural Revolution (1966-76). 

Although the new head of state — as en- 
visaged in the constitution passed last year 
— has yet to be named, the most widely 
tipped figure is Peng "Zhen, a. former 
mayor of Peking, overthrówn early in the 
Cultural Revolution and rehabilitated in 
1978. Peng supervised the drafting of the 


‘constitution and of China's new legal 
lcodes. Other possible candidates have 
been mentioned: Deng himself; long-term 
political. ‘survival-artist and economic 


planner Li Xiannian, and Zhou Enlai’s 
widow; Deng Yingchao. But Peng still 


| Seems to have the best chance. 


| seas and mainland Chinese 


Chinese foreign students will go back 


| bility for their w 





aganda.” 

3,000 supporters within two 
China Spring's launching. "Itis 
stronger and bigger, with not only. 


US. Canada, France, Brit 







[Chinese] immigrants [tc t] and . 
old- and young- generation. Chinese - 
Hongkong and Macau.” H 

"There are China Spring supporte 
mainland too, because more than 9096 of 









home. Our workplace is China, but we 
need a few people to stand up and hold the 
China democratic-movement | flag. , In 
China, we must remain an underground.. 
movement." ; А 









Т: movement really: began i in China in 
1978, Li said. “During that time, our 
idea for reform was different. We felt that 
we should give Deng Xiaoping an oppartu- 
nity to do something for our country and 
our people. We didn’t want to change the 
system, but [instead] force them to step up 
the process of changes. That is impossible. 
now — just a dream. Before we went 
abroad for our studies, we knew we had to 
review in depth the Peking Spring move- 
ment." 

China's “contemporary democracy 
movement, according to China Spring, 





| evolved in five stages, starting with a 1974 


wall .poster put up. in Canton by three 


"| former Red Guards, Li Zhengtien, Chen 


Yiyang and Wang. Xizhe (known collec- 


tively as Li Yi Zhe), and culminating in 


the formation of China Spring. The Can- 


Reform will be the keynote of Chinese 
politics in 1983, according to the usually 
reliable Hongkong monthly Cheng Ming. 
Moving from the apparently successful re- 


Jigging of. agricultural policies -— virtually 










family farming in most 
— industrial con- 
e facilitjes and even 
aking greater responsi- 


parts of the со 
cerns, shops, se 
opera troupes 


Hu is underst 
note speech recently supporting the re- 
forms, but urging enterprises not to adopt 
too fast a pace for fear of disorder and con- 
fusion. One question is being asked in- 
creasingly, both inside and outside China: 
do the present réforms mark a return to a 
quasi-capitalist stem in which the only 
marked socialist features would be the 
state's ability control certain basic 
economic indicators? А 

This questionis being asked also in view 
of the communist party's repeated dec- 
larations that it does not wish to control 
day-to-day decisions in economic matters, 
but set only the. general trend and allow 
freer economic. decision-making by the 








| enterprises to. guarantee increased рго- · 
Ж ductivity and higher profits. | 








; 175 message: a dissident abroad. 


ton wall poster char; Maoists were 
despots and асси 
anti-Zhou Е 
of a Cultural 
Confucianism. 
The secon 
movement — m 
anmen Square 
by leftists 10 o 


dead premier. 
1978 with : 
Wall. This move- 


sparked a seri 
ing the Spring 





` Orthodox Marxists will say that China 
will retain the socialist order because it 
continues to practise state ownership of 
land and of the principal theans of produc- 
tion. However, the “economic reforms 
being promoted today permit the private 
wnership of rural means of production 


“campaign centred - 





| doubts about. its integrity. 





protests against a new system of local elec- 
tions, which were seen as a farce, falling 
far short of student demands for demo- 
cratic reform. Candidates were still ap- 
pointed by the state. 

It is still too early to assess the impact of 


‘China Spring on the mainland, where the 


movement has yet to win grassroots sup- 


| port. Moreover, observers feel that the 


image projected by China Spring is proba- 
bly illusory as the dissident movement in 
is far from cohesive. People like 


Wei and Wang have fundamentally differ- 


ent ideas of democracy, Wei favouring 
Western democratic concepts, Wang 


| seeking democracy in the socialist con- 
d | text. What China Spring's founders and 
| their jailed contemporaries do have in 
| common - is their. Cultural Revolution 
"background. 


China Spring also had to allay critics’ 
The move- 
ment's attack on the communist system of 
government has made it a magnet for 
Taiwan sympathisers in North America 





(except land) — up to and including trac- 
tors —— while in the cities the growth of 
new cooperative ventures in retailing, ser- 
vice trades апа small manufacturing en- 


tails collective rather than public owner- 


ship of capital goods. 
The other кинен! reform,  fapidiy be- 








Pi дА 
`ропдепсе addresses о 


also. reproduced. “on the newsp: ape 
stationery a handwritten greeting fro: 
to the people of Hongkong. Li, how 
was adamant that the movement h 
support from the Taiwanese au 
claiming that all its funds came fre 

seas Chinese and noting tha 

tang regime itself was a target 
Spring's criticisms of undemocratic п 

China Spring, Li said; is paying то; 
tention to the problem of Hongko 
certain future than to Taiwan. Asked 
had considered the implications: 
Hongkong — which will probably b 
vered by China in 1997 — as a Ба: 
what leftwing sources describe as 
counter-revolutionary movement, Li 
plied: “If Hongkong people un 
for democracy, freedom and the ru 
law and human rights, what can 
Chinese Communist Party do, put 512 n 
lion people in jail? Besides, how : 
future of a whole nation, including 
kong, depend on the thinking of one та 
[Deng]? When Deng dies [he is 78], the 
will be struggles again. Hongkong is p 
of China, and the people here should hav 
the right to choose the system they want 
It will have a bright future only if С 
has a bright future. Right now, there is 
rule oflaw [in China] to ensure a conti 
tion of [present policies]. " 

Asked what China Spring' 5 plans: are 
said: “The democratic movement is ' 
complex. We must take one stepat a ti 
We hope.to producea newspaper b 
In the meantime, we must develop a 
ganisation to combine all the peor 
are interested'i in Чешосгагу їп с 


coming universal, is the institution of р o- 
fits tax as the main channel of state 
venue, rather than state ownership: fa 
enterprise profits with a certain retur 
producers in terms of investment and 
fare funds, as hitherto. The big question 
facing Deng and his fellow reformers 
will industrial managers have the courag 

and wisdom to go along with this p 
gramme, or will they merely spread: 
benefits around so as to avoid dissatisfa 
tion among the less productive but:poss 
bly more vocal workers? 

This is the dilemma that the former] 

radicals tackled by declaring material 
centives out of bounds in industry, exo 


„for a basic salary, and calling for 


gradual suppression of incentives in ag 
riculture. Their farm policy was dislik 
by the peasants, and therefore reduced ag 
ricultural productivity. 

But, if the experience of the advanced 
capitalist countries is anything to go by, 
the introduction of too complex à struc- 
ture of cash incentives in industry may 
make the workers litigious and 
centred, even though the new constr 
rules out Strike action as a legal insti 
of protest or negotiation. 





North Korean pilot delecta, taking. with hi 
AiG 19, and is set to get а huge reward — 


By Shim Jae Hoon 


"Seoul: Citizens who have grown used to 
¡regular air-raid drills in the South Korean 
apital had no idea what was going on 
chen sirens screamed shortly before 11 
.m. on February 25. Shopkeepers closed 
p their stalls and ran for shelter and 
ewspaper offices and fire stations were 
howered by telephone inquiries from 
people who realised that this was not the 
ular air-raid which falls on the 15th of 
ach month. 
For South Korea, the news turned out 
0 be good. A North Korean pilot, flying a 
AiG 19 fighter, had defected to the South 
fter crossing the military demarcation 
ne over the west coast islands of 
onpyong-do, an area where fighter air- 
craft from both sides sometimes confront 
опе another. 
\ccording to the official announce- 
nent, Capt. Lee Ung Pyong, 29, a North 
rean air force pilot, became the 
eventh North Korean pilot to defect to 
e South since shortly before the out- 
reak of the Korean War in 1950. His air- 


ft was the second Chinese-built MiG 19 


reach the South in four months, 
Last October, Wu Jung-ken, a Chinese 
r force pilot, flew. across the Yellow Sea 


ANGLADESH 


to. South Korea, seeking asylum in 
given a large reward by the government. 

That brought thé number of communist 
aircraft now in South Korean hands to two 
MiG 19s and two; MiG 15s, all but one of 
which were flown over by North Korean 
defectors. The last time a North Korean 
defected was in December 1970. 

News of: the latest defection cheered 
President Doo Hwan, who jokingly 
commented: “Now that a North Korean 
MiG is flying tous, we might well antici- 
pate. reunification [of | 
South. and North] in this 
decade.” 

The ‘government state- 
ment said Lee, together 
with his deputy squadron 
leader, left Kaechon air 
force base т. Pyong- 
yang at 10:30 a.m. on a 
rocket-firing training. mis- 
sion. Shortly afterwards, . 
he bolted at a speed of 920 
kms per hour, evading 
North Korean radar. by 
flying at an. altitude e 50- 
100 ms. .- | 





Less balking, more talking 


Ershad shrugs off the violence at the nation’s universities 
and calls fora dialogue with the opposition. i 


y s. Kamaluddin — — 

Dhaka: Chief marti: w- administrator 
ieut-Gen: H. M, E is offered a na- 
onal dialogue. to revitalise the country's 

political process. This exchange -— due to 

commence on March 2 irst anniver- 
sary of Ershad’s military takeover — has 

been initiated to develop what is called a 

proper and dependable political system in 

"Which law and order would prevail, and 

changes in the government would be ef- 

- fected through constitutional means. 

Ershad has yet to spell out the details of 

ће dialogue and the move's success will 

~ depend to a large degree on the response 

— Of opposition leaders. And success would 

so. depend on the government's creation 

necessary conditions for a free political 
| Situation $o that all the leaders of major 

:political parties — including some de- 

tained for two weeks afte: án Dhaka 


policy in.the. wake of the bloody clashes 
which caused the military rulers to show 
their teeth for the first time. It was noted 
that the military, which virtually took over 
Dhaka city and other trouble spots when 
violence erupted, quickly withdrew fol- 
lowing a lull in thé student protests. 

One observation here indicates that the 


out firing a;shot a year ago, gaining the 


students harshly. 

During the bloody February 6 clashes 
between secular-minded and Islamic fun- 
damentalist students (REVIEW, Feb. 17), 
the administration tried to play a neutral 
role, so much so that the police did not ae- 
tually intervene as the student fighting 
went on for hours, resulting in nearly 200 
injured. 

Perhaps because they believed the po- 
al | licy to be one of hands-off, the demon- 





Taiwan. Heis now in Taipei, where he was | 





"personal reasons. 


military regime, which seized power with- 


people's almost immediate ücceptance, | 
was reluctant to treat'the people and the, 


cal school: 





| he said, air force ane are mi 


being forced to collect firewood for: 
heating; and their rations of food i 


; fellow Noith Korean pilots returr ing 


Libya, Sudan and Egypt (this was the 


1. North ‘Korean confirmation 


Western reports: that pilots hi 


other countries owned cars, TV sets апа 
refrigerators — items which are presuma- 
bly beyond the reach of many in Pyon- 
Byang. , 
Now that he is in the South, the boyish- 
looking Lee stands to соПесга gen 
reward. Seoul's “compensation” | 
North Korean. defect 
bringing a fighter-b 
< is 20,200- 144,200 gr 
gold ог its ‘equiva 
cash. Some reports s 
Lee could. collect а 
‚ US$79,000 in cash, a 
small apartment, a hand- 
some! fortune to start a 


fates have ae 
Е sealed, officials said. 


strators on мелана 14 — ma were pro- 
testing against new. education policies — 
ignored the Hom 

ing and provoked the security forces. 

When the police, after аршу withstand- 
ing several volleys of bri 

heavily on: the. st 

tors were ми 


Бриан 


“still holdir g to 


eventual retur ; ignificant- 
ly. these moves have also proved that, 
despite. differences, Ershad continues to 


zenjoy.the support of the generals. 


An informed source told:the REVIEW 
that Ershad now’seems to have realised his 
error in allowing his emotions to get the 
better. of him. in. public speeches. His 
speech.on January 14 to Muslim theologi- 
achers, advocating making 
Bangladesh ав: Islamic state; prompted 


_ the opposition. all nce to close ranks. 


despite politi- 
cal differences, was united in demanding 
the immediate release of detained leaders 
i al of arrest: warrants. 
:ges reopened on Feb- 
rsities remained closed. 


Schools and c 
ruary 28 but u 





Long before the pilots begin their morning briefings, 


Northrop men and women are hard at work. Making 
sure the airplanes are ready when the pilots are. Main 
tenance, support, and training from Northrops Aircraft 
Services Division. For the U.S. Air Force, Army, Navy, 
and NASA. For military, civil, and government cus- 
tomers overseas. Northrop people make advanced tech 
nology work. Every дау. Northrop Corporation, 1800 


Century Park East, Los Angeles, California 90067 USA. 
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Making advanced technology work. 
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By Mohan Ram 

New Delhi: India's pressand | public opin- 
on have scored a notablé victory as a 
“Nationwide protest campaign has blocked 
bill aimed at intimidating the press in 
Bihar state. Bihar Chief Minister Jagan- 
h Mishra has announced that the press 
neasure, hurriedly passed by the state 
legislature in August 1982, had not re- 

ceived the required presidential assent. 
There has been strong opposition to the 
islation, which was ostensibly aimed at 
hecking indecent and. scurrilous writing 
and blackmail (REVIEW, Sept. 10, '82). 
But the bill was draconian, providing for 
conviction of printers, publishers and 
Ven distributors by any executive magis- 


te, short-circuiting the normal judicial ^ 


cess. The proposed punishment was 
two years imprisonment for. the first of- 
ce with four years for any. subsequent 
ffence. Despite all the legal trappings, it 
'seemed that the bill was aimed at heading 
off any discomfiting exposures in the press 
long with criticism of ministerial and ad- 
inistrative misconduct and corruption, - 
_ Prime Minister Indira Gandhi had de- 
ended the bill and-twitted “its critics by 


ointing out that they were silent about" | 
more rigorous press laws which were on |. 


he ‘statute books in Orissa and Tamil 


nner in which opposition political par- | 


ties supported protests. 
H 


er attitude stirred fears among jour 


alists and political parties that a country- 


‘ide law on the lines of the Bihar draft : 


оша Бе in the offing. The campaign 


round the country to. block the bill. 


maxed with a near-total strike last Sep- 


mber 8 by newspapers and newsagen- » 
hat journalists | 


es. This was the first time 
walked out on a non-economic issue, 


and their stoppage had the support of non- 


journalistic staff. Even editors, who usu- 
ally do not join strikes, failed to report for 
work. Newspaper proprietors also backed 
the strike. 

Sensing the mood of the press and the 
growing public support for its campaign, 
federal Information Minister N. K. P. 
Salve called in organisations óf journalists 
and editors to discuss the bill's modifica- 
tion. While the journalists entered into a 
dialogue, the editors' organisation saw no 
room for discussion: it wanted the bill 
dropped outright. A similar law is dor- 
mant in Orissa; but has been invoked in 

Г spaper, sum- 
monsed under the. s challenged the 
law in court. Journalists and editors want 
the Orissa and Tamil Nadu statutes re- 
pealed. 
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tle, or 62% 





*a 


rambling notes about Austra- 
“committed. and: non-rambling 
policies at home and abroad will perhaps 


be comforting reading this week — 
| whatever the results of the Aussie elec- 
tion and despite the continuing curse of 


the record drought and. the tragic 


{ bushfires. 


* For the first time, I have learned that, 
in spending A$640 million (US$ 619 mil- 
lion) over the next five years on develop- 
ment of water resources, Australia will 
begin forcing big rivers in Queensland 
and New Sout ales to turn round and 

inlan This project will be 

| by. the construction, of 

new dams and | more aid for despairing 
farmers. — | | 

Australia's — Industrial „Assistance 

Commission (LAC) has reported that: = 

» About 60% of agricultural land has: 


‘been "drought-declared." 
» Wheat production has been re- 


duced by nearly half. 
'* More than 87 million sheep, or 65% 
of the national flocks, and 14 million cat- 


f th n опа! herds, are lo- 
cated in drought areas. CA 
"This year will be the worst year in the 
past three decades for Australian farm- 
ers," said an. TAC boss. “But, besides re- 


versing the: flow of rivers, we will help 
most farmers. restructure. their proper- 
ties and debts." 

Surely that is good news: for farmers 
and for conservationists worried about 
drought damage to the Aussie ecology. 
But ecologists might be less pleased with 
the Australian Government's approval 
of the "commercial killing" of more than 
3 million kangaroos throughout Austra- 
lia this year. 

Minister for Home Affairs and Envi- 
ronment Tom McVeigh has said that 

"the highest harvest" will be 1.5 million 
kangaroos in Queensland, followed by 
843,000 in New South Wales, 300,000 
each in South Australia and Tasmania, 
and 200,000 in Western Australia. (I was 
glad to note that my home state of Vic- 
toria does not permit “commercial kill- 
ing" of kangaroos. Jj 

"We recognise, * McVeigh explained, 


| Australian. 





HUGHES 


^that. the -killing [not harvesting) f 
kangaroos is a controversial issue, bu 
is necessary to reduce their number to | 
safeguard the livelihood. of people who 
depend for their living on land where the 
kangaroos damage their crops. 

“We will kill only after aerial and | 
other surveys of the kangaroo popula- 
tion have been made and ensüre th 
dangered species will continue 
tected. Nor will there be 
the survival of any species of commer- 
cially harvested kangaroos.” (1 must 
confess that I did not know there were so 
many species of our.leaping national 
symbol, and that many were "protected" 
only because they were eventually a 
mercially harvested.”) 

On a happier international 
tralia will provide equipment . 
A$576,000 to continue — iro ally- 
help promote a water-supply project for 
Burma. This is an offering of water-boré 
casings and spare parts for tankers and 


“pumps worth A$31 million already given 


to Burma, 
Australia has also despatched a: 
member surgical team to provide 


| the-clock medical treatment for vic 


of the fighting along the Thai-Ca 
dian border. The team wilkcontinue the |. 


| humanitarian programme whic 


Australian Red Cross, with full finar 
backing by the Aussie Government 


„tiated in 1979. 


But perhaps the. most significant. cur: 


| rent Australian-Asian development. has 
been the growing defence cooperation 


programme. with Indonesia, started last 


j. year and costing A$10 million for 1983. 


After his recent. first visit to Jakarta, |. 
Defence Minister lan Sinclair said-that 
cooperation would range 
rol projects to develop In- 


` donesia's ‘coast: 


projects and anti- 


Ito] field trials i in 


| к help to survey and 
map islands east and west of Sumatra, 
and provide helicopters and patrol craft 
which Indonesia will probably purchase. 
After his talks: with President Suharto 
and. Defence Minister Mohammad 
Jusuf, Sinclair said: “Our defence re- 
lationship was one of mutual under- 
standing and cooperation." — . 

Maybe they, recalled how. Japan in 
1942 had used Indonesia as a base for air 
raids and threatened invasion of Austra- 
lia. (Of course, it wouldn't be the Japan- 
cse next time, would it? Australia and 
Japan are now, major trading partners, 
and — again ironically, ignoring the 
drought —..Australia will sell. 900,000 
tons of wheat 10 Tapan this уеаг.). 
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Two aspects of Belgium: ”The Peasants Dance” by Flemish Master Bruegel the 
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Elder ; 


a 1.000 Megawatt turboalternator by the industrial group ACEC. 


You, Belgium and the BBL 


hatever your commercial aspira- 
tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 
Belgium you already know 
Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 
fifth just across the Channel. Brussels, of 
course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 
А long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highly productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 
GNP. 


But why Banque Bruxelles Lambert? 


Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 





BiBeigur 


themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 


BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building (ISth Floor) 
140 Cecil Street - Singapore 0106 

Phone : 223.97.81 - Telex : 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 


Banking, a matter of people 
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eloquent summary o! of the man am 
ow that he was an anatomist and | a mathematician, a as well as a ‘consummate artist 
end to think of art and science as incompatible activities. But at Northern Telecom, we still... 
3T research and кусан should be centered on human needs; that technology i is not an 
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. When youre travelling on a tight schedule, we can 
help you keep your balance. By providing luxurious 
personal service, and every business amenity. Superb 
dining, and plenty of ways to relax and be rejuve- 
nated. For twenty years in Asia/Pacific, Hilton Inter- 
national has practiced the art of gracious hospitality: 
Be our guest. Call your travel agent, any Hilton 
International hotel or Hilton Reservation Service: In 
Bangkok, call 2523622; Guam, 646-7912; Hong Kong, 

... 5-233111; Jakarta, 583051-65; Kuala Lumpur, 422122; 

- Manila, 597415; Okinawa, (09893) 5-3311; Osaka, 
... (06) 341-6801; Seoul, 778-1351; Singapore, 7371900; 
Taipei, 331-5324; Tokyo, (03) 213-4053. 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 















When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 







At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication їп Asia today. And 
does it more cost-efficiently. 



















If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 











Address your inquiries to: 







Elaine Goodwin, 
General Sales Manager, 

Far Eastern Economic Review, 
СРО Вох 160, 

Hongkong. 













SOCIOLOGY 


The EB headed monster 


Drug Abuse in East Asia. by C..F. 
Spencer and ja am. Oxford " 
University. Press, Kuala Lumpur. 
HK$60 (US$9). f 


IN the past déca 
papers on the use 






















atmany specialist 
se. of drugs іп 


East Asia have appea scholarly jour- 
nals, but there ha few books on the 
subject. This i ve short volume 
makes a very succe attempt at bring- 
ing much of the "us research to- 
gether in a wà ^not only an aid to 
the expert, bu elp to the layman. 


It establishes: 
and its impli 
examined in tlie 

Since the Comr 


xtent of drug abuse 


n dt the Myer of 
Nations produce thy document on 
opium smoking in the Far East in 1930, the 
use and abuse of drugs has expanded 
beyond its ‘wildest fears. The demand for 
drugs is shaped many political, social 
and economic factors, and the gréat 
changes in youth ult те since the 1960s 
have led toa 
















predictable pati ‘Today, drug abuse 
cuts across a -economic barriers 
and, as. the a point out, what was 
once almost 2 ely male activity 


emale Lucae 


tional ps su 
have given way 
available synthetic drugs. Thisis most not- 
able in research done in the Philippines. 
.. For adult and adolescent users alike, it 
“would appear that the mystical or en- 
lightenment factor of drug-taking which 





| characterises the use of drugs in the West 
does not apply in East Asia to anything 
like the same extent. For the adult, drugs 
are often used as a work-aid, and occa- 


sionally as an aphrodisiac, while for ado- |. 


lescents drug-taking is often a sign | of re- 
belliousness or just plain boredom. But as 
the authors state, there are so many vary- 
ing factors — both cultural and social — 
that to draw a portrait which approaches 
anything one might think of as a “typical 
drug user” is virtually impossible. 

And as there is no way to identify a typi- 
cal user, so there is no "best" way to deal 
with the problem. In traditional societies 
the control of drugs was more social than 
legal. Modern states have adopted a 
whole set of intricate legal codes to deal 
with the problem. The agencies which 
have been set up to administer and control 
the flow of drugs are often undermanned 
and underpaid, leaving them open to cor- 
ruption. Agencies, to be truly competent, 


must maintain a flow of efficient and асси- 


rate information. The authors’ research 
has shown that this is often not the case. 

Society’s response to the drug problem 
has differed from country to country, and 
the responses are as varied and as. complex 
as the societies themselves and the drugs 
used. While some countries have invested 
large sums of money in educational and in- 
formational programmes, others have 
leaned heavily towards enforcement. But 
what characterises much of the response 
in the region is the conflict between tradi- 
tional and modern techniques of dealing 
with drug abuse. 

With the emergence of newer forms of 
drug dependence — heroin, for example 





'solutions to the very difficult que: 


“not in their minds to do so. Wh 


“people in such a diversity of culture: 













































—; the traditional, fundamentally cultur. 
and occasionally religion-based tr 
ments have given way to those tri 
ments and ideas imported through i 
national health agencies: from v 
forms of psychotherapy to the surr ga 
drug methadone. These forms of trea 
ment аге often misunderstood and are 
readily accepted. 

Spencer and Navaratnam offer п 


they pose. They do not condemn, foi 


have set out to do is to make people aw. 
of the great tragedy which afflicts 


those who may be only too willin 
miss the drug problem as some 
dreamed up by experts or as mere 
enigma of our somewhat chaotic and ui 
certain times, this book will be an ey 
opener, 





„ POLITICS 


Exploring the South China Sea 


Contest for the South China Sea by 
Marwyn S. Samuels. Methuen. . No 
price given. E 


IN recent years, the South China Sea has 
become the subject of à large number of 
academic and semi-academic books on ex- 
tended maritime jurisdiction and the re- 
sulting conflicts of elàimis. The reason is 
that this small sea is unique as far as nearly 
every type of maritiié claim — from his- 


toric claims to the newly promulgated ar- . 


chipelagic principle — has been used by 
the various title-seéKers ringing it. 
Samuels” book thus eriters waters crowded 
by writings of international lawyers, 
maritime specialists, “oil specialists and 
geopolitical professors; ` 

However, Samuels ‘holds his own for 
several reasons. He has adopted“ the 





‘Chinese claims as a base point and thus 
has avoided the confusion that frequently 
abounds from texts trying to treat all the 
claims, Secondly, the book's historical 
background is well written and explains 
how the South China Sea passed from 
being a “Chinese lake" during the later 
Sung and Ming times to an open sea by the 
time of the Qing dynasty — and in the pro- 
cess he effectively dismantles China's 
claim to various South China Sea islands. 
Finally, the book is better than average in 
sorting out the political motivation for 
various nations' claims to the islands. 
Perhaps the major weakness in the 
book is the discussion on the scramble for 
oil. Samuels cites many of the earlier oil 
disputes as part of a build-up for the con- 
frontations that have rocked the South 
China ore islands- since the mid-1970s. 
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However, the real oil disputes in the 
China Sea began with the drilling off 
wan in 1971. Up to then, the geologi 
view of this sea was that it was a deep $ 
basin strewn with reefs atop old volcan 
mountains, with virtually no oil. potenti 
whatsoever. 

Almost overnight, geologists be 
considering the possibility that the Sout 
China Sea was littered with bits and piec 
of continental shelf that had broken 
from thé Asian landmass and double 
under. This increased the chances fi 
enormously and, since the water wa 
erally too deep for exploitation, the el 
and islets became more important ast 
could be used as bases for offshore d 
ing. 

But Contest for the South China Se 
an excellent source book on the Chin 
side of the South China Sea wrangle an 
for this reason should be included 
maritime researcher's bookshelf. 














y Andrew Tanzer 
aipei: Taiwan is moving towards becom- 
g one of Southeast Asia's offshore bank- 
ing centres, in compétition. eventually. 
with Singapore and Hongkong. On Feb- 
ruary 17, the cabinet approved a joint 
Ministry of Finance and central: bank 
roposal which would offer liberal incen- 
tives, including. tax exemptions and .nil- 
‘reserve requirements, to offshore banking 
Operations in Taipei. 
"Finance; Ministry. officials. say they 
ould like to push the: plan through the 
islature by July and to see some domes- 
nd foreign banks establish: offshore 
anking units, or OBUs, before the end of 
; year. Some observers feel, however, 
tmay take anything up to five years 
efore. Taipei becomes a. world-scale 
ffshore banking centre. Even so, Taipei 
‚ moving ahead of Tokyo, which has long 
onsidered establishing.an offshore bank- 
ng sector, but remains nervous about its 
mpact on the domestic economy. 
External factors — mainly political un- 
inty in Hongkong — have prodded 
'$ bureaucracy to work with un- 
mon haste. Тһе, proposal. for an 
shore banking centre came under con- 
deration only six months ago. Although 









































observers seriously believe ‘Taiwan 


an challenge Hongkong's status. as.a fi- 
ancial. centre in the short to. medium 
erm; there is hope that local. OBUs can 
ttract capital outflows from Hongkong. 
To date, Taiwan has drawn only a 
rickle of capital from Hongkong into 
)perty and direct investment; the is- 
s bank accounts do not make an at= 
ive. haven now. because. of . strict 
oreign- exchange .controls which effec- 
ely lock-in. foreign-currency invest- 
ents. 
Taipei aspires:to become. an: йөге 
nking centre for political.as, well. as 
nomic reasons. Particularly since the 
Jnited States severed diplomatic rela- 
"tions with Taiwan in 1979, the Kuomin- 



































anks, nearly all of which are. state- 
wned, to “raise the flag" abroad by open- 
ing foreign offices. So far 13. bank 
branches and representative offices have 
_ been set up overseas, with most recéntly 
‘Bank. of Communications getting per- 
ssion from the Singapore Government 
Чо set ир а branch there in exchange for 
the. Development Bank. of. Singapore 
‘being allowed to open a Taipei branch. 
+ The internationalisat f 
banks is опе way of reducin 
diplomatic isolation. Coin 
_. Same week in which the cabinet approved 
“the offshore banking draft 












ang government has encouraged local 









tally, the | 
China applied | 


for a seat at the Asian Development Bank 


-and Sought to-oust Taiwan from the last 


major international financial institution of 
which. it.is a. member.’ OBUs in Taipei 
could. go a long way towards linking the 
city with regional — and international — 
banking. and. financial: circles. 

Probably the primary target of the 
centre in the short term will be to upgrade 
skills in the domestic banking sector. Up 
to now Taiwan has only borrowed from 
abroad and not. lent money overseas. By 
setting up OBUs, local banks will lend 
abroad (by on-lending the foreign-cur- 
rency deposits they take) and gain exper- 
tise in areas such as liability management, 
credit analysis and foreign-exchange deal- 
ing. It is hoped that this will also help re- ` 
fine domestic operations. 

A more.sophisticated financial sector 
should. also: attract business associated 





with banking, including telecommunica- 
tions, law. and accounting companies. 
These аге particularly essential to. loan- 


syndication business. The government is. 


keen to see joint ventures develop be- 
tween local and foreign law and account- 
ing firms. : 

Taiwan. will ‘attempt to lure offshore 
funds to its shores by offering a clutch of 
incentives to ОВОЗ, These will include: 

» A full range of tax exemptions, in- 


„cluding no withholding tax on interest 


earnings from deposits or loans, no stamp 
duty and no tax on either profits or busi- 
ness income, which is taxed at the rate of 





35% in the domestic banking sector. 
OBUS will also be excused from the 5,4% 
tax levied on gross business receipts. 
Taiwan's domestic market from offshore 


“units: will be subject to normal taxation, 


however. The withholding-tax rate on in- 
terest earnings from loans is normally 
20%, though. in practice the tax is usually 
waived by-the government for loans to 
state-run. enterprises such as Taiwan 
Power Co. and China Steel, as well as to 
some private cómpanies. ` 

» OBUS will not be required to keep 
reserves (more than 20% at domestic 
banks) and maintain fixed liquidity ratios. 
There will also be no restrictions on: in- 
terest rates on deposits or loans (interest 
rates in the domestic banking system are 
set by the Bankers Association, subject to 
central-bank approval). 

-» There will be free movement of funds 
into and out. of. the OBUs, Foreign-ex- 
change trading and deposits may bein any 
currency except the New Taiwan dollar. 
OBUS will have to keep separate books. 

» Telecommunications controls will be 
relaxed and customer and business infor- 
mation will remain confidential. A newset 
of laws. governing OBUS will be written 
which will take precedence over the is- 
land's banking law. . 

» OBUs, however, will not be permit- 
ted to make loans related to property or 
stockmarket investment. 

Four groups of banks may apply to the 
Биш Ministry foran OBU licence: the 


The indirect route 


Taiwan prepares to en its stockmarket to: foreign 


ы: — ма бо 






Taipei: At the same t 
planning an offshore-banking sector, 
another of the island's financial markets 
— the stockmarket —is moving towards 
internationalisation. In September 1982 
the , cabinet. approved га. plan, based 
"largely. on the South Korean model, to 
. open the stockmarket . indirectly to 
foreign investment, via investment trusts 
or mutual funds. 
The Finance Ministry’s original target 
of March for setting up the: first such 
trust has-been postponed to June be- 
„canse the ministry is currently bogged 
- down.in revising the Securities and Ex- 
change Law and drawing up new regula- 




















h Korean-type trust funds 


tions governing t ttusts and foreign-ex- 
change remittances: Because of this, the 
June deadline may. slip even- further, 
some observers feel. 
· "The plan calls for the establishment of 
an investment-trust companys majority 
owned. by local. institutions and with 
minority (som under 50%) owner- 
ship. by. forei titutions. "Manage- 
ment, on the other. hand, would be con- 
trolled by the foreign participants, ini- 
tially at least, while local firms build up 
their capability in fund management. 
International Commercial -Bank of 
China, one of the relatively few privately 
owned Taiwan banks and one with quite 
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perienced personnel from Singapore and - 
Hongkong at the outset, but local banks _ 


13 domestic banks engaged in foreign-ex- 
change trading; the 27 foreign banks with 
Taipei branches (two have not yet opened 
their doors); the 10 foreign banks with 
Taipei representative offices, and so-call- 
ed internationally reputable banks which 
do not have Taipei offices. OBU licences 
will not entitle a bank to undertake local 
banking business. 

Some of the foreign banks with a Taipei 
presence are already giving serious 
thought to setting up OBUs, though most 
will wait to see how the final legislation 
turns out. Some of the more internation- 
ally minded local banks, such as Interna- 
tional Commercial Bank of China and 
Bank of Taiwan, are expected to take the 
plunge early in the game. 

Finance officials hope the offshore mar- 
ket is of only modest size at the outset, if 
only because Taiwan will need time to im- 
prove its telecommunications system and 
to train local foreign-exchange and 
money-market dealers. 


11 things being equal, Singapore makes 

a more alluring resting place be- 
cause of its proven track record and pro- 
file as less of a political risk than Taiwan. 
Taipei OBUs may start with marginally 
higher deposit rates in order to attract 
offshore funds. Some government and pri- 
vate banking sources speculate the central 
bank might get the ball rolling by deposit- 
ing some of Taiwan's massive foreign re- 
serves (more than US$9 billion) in local 
OBUs. 

The one great advantage Taiwan enjoys 
over Singapore and Hongkong is the is- 
land’s bigger economy and larger domes- 
tic-capital requirements. But this advan- 
tage will amount to little — at least during 
the opening chapter of Taipei’s offshore 
banking centre — because the OBUs will 
be prohibited from conducting domestic 


well-developed international opera- 
tions, has been asked to line up investors 
in the trust, which will include local 
banks and foreign securities companies. 
Some 10 foreigresecurities houses have 
so far expressed imterest and the REVIEW 
understands that two of them, United 
States-based Credit Suisse First Boston 
and British-based’ Vickers da Costa, 
have an underwriting function — a new 
writers and managers. International 
Commercial Bank-óf China may also 
have an underwiting function — a new 
departure for a Taiwan bank. 

At the initial stage, the trust is ex- 
pected to issue US$30 million of invest- 
ment-fund “beneficial certificates” 
which will be marketed overseas by in- 
ternational securities underwriters and 
will be redeemabléwafter two years. 
Stockmarket officials are optimistic that 
foreign investors will readily absorb the 
US$30 million issue;'equal to less than 
1% of the Taipei stockmarkets's total 
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business in local currency. OBUs may 
lend foreign currency to local firms — and 
indeed Taiwan hopes to "bring home" 
some of the approximately US$1 billion in 
syndicated foreign-currency loans cur- 
rently booked abroad — but only in their 
offshore capacity with funds garnered out- 
side Taiwan. Thus, the main advantage 
for lending to Taiwan customers is physi- 
cal presence in Taipei. 

But aside from the OBUs' freedom to 
deal in foreign currencies, Taiwan's strict 
foreign-exchange regulations will remain 
intact. The New Taiwan dollar will still not 
be a freely convertible currency and locals 
will be forbidden from making deposits in 
OBUs. By erecting a wall between OBUs 
and the domestic banking sector and by 
maintaining the status quo in rigid foreign- 
exchange controls, proponents of the 
offshore-banking system have kept oppos- 
ition from conservative finance and politi- 
cal figures to a minimum. 

"In the beginning we will isolate the 
domestic economy from the OBUs, but I 
don't think we'll close the door forever," 
said a Finance Ministry official. The offi- 
cial even held out hope that if the prog- 
ramme succeeds, the government might 
gradually liberalise foreign-exchange con- 
trols. 

One of the island's most serious weak- 
nesses is lack of skilled financial personnel 
to staff the OBUs. Foreign banks can par- 
tially solve the problem by bringing in ex- 


































capitalisation of more than US$5 billion. 
Investors will pay a 20% withholding tax 
on dividends (paid out annually) and no 
tax on capital gains. Trust-fund mana- 
gers will receive an annual management 
fee of 1% of the net asset value of the 
fund. 

Trust-fund managers may not buy 
more than 20% of the shares of any listed 
company and may not put more than 
10% of the fund into any one firm. (In- 
vestment is limited to listed stocks and 
bonds.) There are no such restrictionson 





have no such recourse. The government 
has already begun tackling the problem by 
sending 60 local bankers for intensive lan- 
guage and offshore-banking training at 


the Banking Institute, a local school | 
funded by domestic banks and trust com- 


panies. 


One possible major barrier is telecom- — 


munications. The problem is partly tech- 
nical — for instance, direct dialling of 


overseas telephone calls can be done from 


only a few sections of Taipei — but is 


primarily related to Taiwan's heavy- _ 
handed security forces. The REVIEW | 


understands that the security issue was 


taken up during the cabinet meeting which — 


passed the offshore banking draft. 

Minister without Portfolio K. T. Li is 
said to have asked Defence Minister 
Soong Chang-Chih if he had any reserva- 
tions about loosening controls on telecom- 
munications for the offshore banking 
centre. Soong did not raise objections. 

Current security regulations forbid the 
transmission of computerised data 
through telephone circuits in Taiwan. 
After years of lobbying, Reuters and AP- 
Dow Jones newsagencies were recently 
granted permission to sell their foreign- 
exchange services to local banks — on 
condition that local subscribers be prohi- 
bited from transmitting financial data out 
of the country. 

The offshore banking plan pledges con- 
fidentiality to OBUs, but the Taiwan Gar- 
rison Command is known to be not averse 
to monitoring telex messages, tapping 
telephones and opening mail. One foreign 


banker complains that the security regula- 


tions are often bewildering. For example, 
banks may not put hand-written memos in 
pouches they send out of the country, but 
may send out photocopies. n 





buying government and corporate bonds. 
The launching of the fund is not ex- 
pected to have a great impact on share 
prices. But any stimulus will be welcome. 
Due primarily to economic recession, 
1982 was probably one of the worst years 
in the 22-year history of the stock ex- 
change. The weighted price index 
plunged from.551.03 on December 31. 
1981, to 443.57 12 months later. The 
market hit a five-year low during the 
year (it peaked at almost 700 in 1978) 
after declining almost steadily from mid- 
1981. Total share transactions in 1982 
fell 36% from 1981 to NT$133.8 billion 
(US$3.35 billion). Nearly half of the 112 
listed stocks traded at below or near par 
value of NT$10 during the year. 
Meanwhile, the Securities and Ex- 
change Commission has taken a more 
aggressive line in cracking down on vari- 
ous forms of stock manipulation, a pro- 
blem which has long dogged the Taipei 
market. — ANDREW TANZER 
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Philip Bowring 
Hongkong: Faced with an unpreceden- 
dly fast decline in the fiscal position, 
ngkong’s Financial Secretary John 
Bremridge has opted for a budget package 
hich combines typical Hongkong conser- 
a with typical Hongkong Govern- 
ent lack of imagination. Having, a year 
po, forecast a surplus of some HK$4.9 
on. (US$741.3 million), mainly on the 
k of then-buoyant land prices, Brem- 
e has had to report an estimated de- 
HK52.4 billion for the year ending 
rch 31. This deterioration has largely 
n due toa nearly HK$7 billion shortfall 
and-sales revenue. Я 
Although the revenue gap is being 
med on a combination of political and 
nomic factors affecting the property 
rket, it is at least as much the effect of 
bursting of a speculative bubble which 
d been financed by vastly excessive cre- 
rowth. As such, Bremridge seemed to 
cit at the | et prob- 
on which 
w d = 












arly 11%, or nearly 475 in real terms. 
Эп his draft budget assumptions, Brem- 
ве was faced with a deficit of HK$7.5 
ion. To meet it, indirect taxes are being 
d by some HK$3 billion, HK$1.3 bil- 
n will be drawn from the Capital Works 
serve Fund and HK$3.1 billion from fis- 
eserves. Increases in indirect taxes 
consist: largely, of duties оп tobacco 
HK$900 million extra), alcohol (HK$300 
Шоп), betting (HK$200 million), prop- 
y rates (HK$300 million), motor fuel 
ind licences (HK$850 million). 
“The logic of relying entirely on indirect 
axes was that direct taxes have been 
rowing disproportionately faster in re- 
ént years, upsetting the balance of the 
ystem, owing to fiscal drift in an inflatio- 
ary environment, Higher. direct. taxes 
ld be a deterrent to investment and 
gto broaden. the salaries-tax base 
h was sharply narrowed a year адо) 
uld be inefficient... 0000. i: 
"However. if there we 

































axes, then Bremridge co 
“be criticised for keeping hi 
narrow. And though h 








there seemed little doubt that the tax mea- 


/^aware of the problems of the lower-paid" 





axing way out 
ngkong increases duties and draws down reserves to cover. 
huge deficit left by collapsed land-sales revenue 


sures, were in effect regressive — particu- 
larly given the incidence of smoking 
among the lower-paid. 

For reasons that he did not explain con- 
vincingly, Bremridge also chose to hit the 
travel industry with a rise in the airport de- 
parture tax from" HK$20 to HK$100. 
Hotel accommodation tax was also raised, 
from 4% to 5%. Although Bremridge 
praised the virtues of taxing on expendi- 
ture rather than income, no serious at- 
tempt was made to broaden the very nar- 
row basis of consumption taxes, Indeed, it 
is possible that sharp increases in a narrow 
range might result in a significant fall in 
sales and a rise in duty evasion.” 

Spending increases in the coming year 
will be dominated by recurrent spending 
— up 14%. Relatively generous provision 
for increases in public assistance and other 
transfers was made. But recurrent spend- 





ing remains dominated by the seemingly | 


unstoppable growth in civil service num- 
bers — expected to expand bv a further 
4.595 in the coming year. 

On the other hand, capital spending 
growth is being slowed sharply. Partly as a 
result of curbs imposed in the past few 









owned Mass Transit 
(MTRC), whose capital spending is fore- 
cast to rise 50% in calendar 1983 after an 
8495 rise іп 1982. Thus, overall the public 
sector is continuing to expand its share of 
gross domestic product , The fact that the 
MTRC is likely to have to borrow substan- 
tial sums in the near future may be one 
reason why Bremridge preferred not to 
take the government to the market, de- 
spite arguments that a willingness to bor- 
row — and an opportunity for citizens to 
invest in their future — might be a better 
gesture of confidence than holding down 
capital spending or drawing down re- 
serves. The MTRC's aim of financing 
much of its Island Line expansion through 
property profits was always dubious and 
has now collapsed. 


hether it borrowsin Hongkong orover- 

seas, it will need government guaran- 
tees or equity. But Bremridge preferred to 
‘keep the MTRC out of his budget. He did 
the same with last year’s controversial 
HK$1.4 billion purchase of land at Fin- 
shuiwai from a China-led consortium. 
This outlay has been classified for the time 
being as a loan, not a direct purchase, and 
therefore was concealed below the line in 





An economic revival is expected in Hongkong ` 
this year — with US sales as the key 





against a decline of 3% in 1982. This is as- 
suming án Organisation for Economic Co- 


operation and Development average 
gross national product growth of 1.576 
compared with a 1982 decline of 0.5%. 

. Bremridge held ош the possibility that 
it could be substantially higher if recovery 
materialised in the United States. The es- 
timate of a 5% rise in exports to the US 
éertainly looks to be on the conservative 


Lside. However, with recovery prospects 


looking less promising in the European, 
Australian and Canadian markets, and 
with growth having gone out of the Mid- 


-dle East and Africa, exports to non-US 





markets тау be more problematic. 

Last year exports to Britain fell 10% 
and to West. Germany by 4%, against a 
mere 1% fall to the 08. ^ f 

A big help to exports will bë the decline 
of the Hongkong dollar which, after its 
sharp fall in October 1982 due to political 
jitters, has stabilised against the US dollar 
but continued to slip ón a trade-weighted 
basis — and is now hovering at around 
78.5'on the weighted index, close to its all- 
time low. Rather belatedly, the govern- 
ment is now making à virtue out of the cur- 
rency’s fall, emphasising the enhanced 
competitiveness of exports. — ^ 

If export projections are fairly cautious, 
those for capital spending are not. The 
government foresees a decline of a modest 
2% in private sonstruc | 
1% fall in 1982, 
side given the ma 
developers follow 
Governnient capital spending is supposed 
to rise 6% in real terms, but the Budget 
provides for only a 3% growth in money 
terms, The only sure public sector con- 
struction growth is by the Mass Transit 
Railway. ^. ^. —.— | 



































to a HK$1.4 billion diminution in re- 

serves, or an equivalent rise in liabilities. 
Having been burned once by the prop- 
erty sector. Bremridge. was clearly deter- 
mined that i happen again. For 
1983- 84 his capital revenue was 
ly 10% of total 





revenue арай j 
83 budget. This 





(HK$ billion). 


Revenue, | 
Recurrent 
Direct 
Indirect : 
Other 
Capital 
Total 
Expenditure © 
ecurrent 
Capital! 
Total! 
Balance 


Public sector а: 
















dio elect actual $ 


ever, some other revenue estimates may 


be on the high:side, Although d 


— mostly on profit — are estimated to | 


drop marginally, the fall could well be 
sharper in view of the delayed impact of 
the collapse of property earnings. 

All told, even a substantial recovery in 


. property-sales earnings would at best do 
по more than restore equilibrium to gov- 


ernment finances at current levels of 


| spending. This means that à year from 
: now, if the ктен s real spending’ is 





aa rather than payments into and out of Capital Works 


fear ago. In 1982- a HKSiO. 5 billion was paid in and HK$8.9 billion n pad oùt 


«d'a у 
t едина of HKS$11 billion and HK$8,4 billion respectively. The 1983- 


budget 


ment in. of HK$8 billion and out of HK$9.3 billion, which will almost exhaust the fund. 


Excluding 


approximately 2696. 
Source: Hongkong Government, 


Spending on plant 
and machinery is ex- 
pected to grow 496; 
against a 6% decline 
in 1982. Although 
still way below the 


historical . average, Private consumption 122 П a 
э Government consumption | 25.4 A 6 
trade uncertainties Gross fixed capital 4341-02 6 
and spare capacity in Plant 1351-491 4 
some industries will Private construction 4548—10 -2 
make it hard to at- Public construction 6.8|25.6| 15 
i | Total exports 330|-12]. 7 : К 
A h 1 А Domestic 0-2,7 5 8.4 83.0 
ith real earnings Re-exports 246| 03] 12. |. 227 44.3 
tending to slip and: | rota imports n2|-22] 7 12.7 143.6 
unemployment grow-.. |. Net services -39| O41... 2 -4.2 9.2 
ing, prvateconsimp: | SPE ыу | fa | 05 dim 
С er capita Р É s Я 36, 
tion is expected to re- wol 121.4 no | 
main. weak, зот 55 11.0 
only 3% against Pdeflator. o o 9.611181 8 10.8 
in nd nen lo -priceindex — |i5.4] 10.6] 9 10:1 
рю б "Ferms-of-trade index -16j 0 — ж 





ment could well гї 
further as the GD 
growth rate is un - 
likely to be sufficient to absorb a 2.596 
rise in the labour force. According to 
Official statistics real. wage rates de- 
clined 1% in the year to September 1982 
and have almost certainly continued to be 
eroded as labour demand has remained 
slack while consumer prices have con- 
tinued to rise. 

A combination of ‘relatively slack 
domestic demand with more buoyant ex- 
рогі is expected to hold the visible trade 
"ficit to around last-year's HK$16.2 bil- 











K$1.4 billion payment in respect of deferred acquisition of land at Tinshuiwal. 
? Based on consolidated account. Excludes Mass Transit Railway. Including MTR wonid bring 1982-83 to 






Source: Hongkong Government. : 





GROSS DOMESTIC PRODUCT 


(Real change, ? 










































lion (US$2.46 billion), which was down 
nearly HK$1 billion on 1981. 

Altogether, 1982 saw a significant im- 
provement in Hongkong's overall trading 
position with the apparent deficit falling 
from HK$8.3 billion to HK$6.9 billion. 

The size of the capital outflow in 1982 
remains a mystery. Bremridge was at 
ains to play it down. He noted that 
oreign-currency deposits (now encour- 
aged by being exempt from interest tax) 
uing to rise. Figures also Show 








‚ damage the registered DTCs. 








г поп at relatively high levels — const 


picture and not much of a guide toi 
















consider: pru nt une ii 
"Meanwhile, the 


markets recover. Alth« u 
fall-off in land sales i 











coming year, Bremi idge 
tant for “sensible” 






maintained and that Pia at 

nificantly lowerthan the run of t 

as we see it should not be acce 

other words, the market shoul hi 

limits on. the upside, but. gove 

determined ones on the downside 
A desire to hold up land price 










production of land. Given that deman 
a sufficiently low price, is almos 
exhaustible in Hongkong's cramped env: 
ronment, this can only mean that insted 
of maximising land production the g 
ernment's committee will aim to Байа 
demand and supply at a given price. . 

On the financial front, Bremrid 
only announcement was that, at long K 
negotiable certificates of deposit iss 
banks and licensed deposit-taking | 
panies (DTCs) would be acceptable liq 
assets — up to 2% of their de 
liabilities. This measure should hel 
growth of the money market, but 






































































that the net foreign-currency posit 
the banking system remained stable. 
However, there was a significant rise 
the amount of foreign-currency lending 
banks in Hongkong. And most impo: 
of all was the impact of government p 
chases of Hongkong dollars. Wheth 
not it intervened much specifically to В 
the Hongkong dollar. the Exchange 
probably bought upwards of HK$3 billio 
to meet governmenj commitments. 
As throughout the past two years са 
movements, not current account, 
dominated the exchange-rate pictu 
Whether they continue to do so will be. 
fluenced by the political outlook. As iti 
the decline of the currency has kept inf 


prices up 10.6% in 1982 and 9% expecte 
for 1983, almost double British and 
levels and treble Germany's and Japan 

Monetary statistics present a confi 


tion. MI grew by only 10% and M3 
mere 2%. Credit for use in Hongkong 
however, grew by 30%, despite the st. 
nant trade picture. Foreign-currency de 
posits grew by 237% over the year, Ho 
much of these represented new offshor 
deposits and how much they are in, fac 
local residents switching into foreign и 
rencies, is not clear. Foreign-cur 
loans by local banks and. depo t- 
companies тозе By IK 

HK$30 billioi 






































































Andrew Tanzer 
ipei: After а long record of: steady 
th, Taiwan's cement industry. suf- 
reversals in 1982 -— production slip- 
‘6.3% to 13.4 million. ‘tonnes and 
nestic sales shrank 14% to 10.7 million 
nnes. The industry is now saddled with 
е capacity — last year's output rep“ 
nted only 74% of total installed capa- 
f 18 million tonnes on the island — 
mainly to overzealous expansion 
а depressed domestic construction in- 


ines in 1982. That performance fol- 
wed a 166% surge in I981 that kept pro- 
ction up by 2% while domestic sales 
down 6,5%. Exports are again ex- 
to make up for the stagnant local 
stion industry this year. Just the 
mé, no cement producer has. plans to 
ost capacity in the near future.— the last 
ve of expansion in 1980-81 that resulted 
‘an additional 4 million tonnes of capa- 
ran.smack into the end of an earlier 
ding boom. 


ofitable, Taiwan manufacturers would 
rather ship at a loss than suffer from high 
ed costs inherentin ‚ 
ment manufactur- 
ng. Exports also help 
keep utilisation rates 
igh and thus lower 
it-production costs. 
Shipping abroad also 
reduces stockpiles 
and generates cash 
flow; badly needed by 
mpanies which 
Ok om huge debts 
ng recent expan- 
sion projects. 
“Several manufac- ` 
turers said they were: 
porting cement at 
about the US$40 a 
tonne mark, com- 













(NT$ billion) 


Taiwan 
Cement 
+ Asia 
Cement. 
Ghia Hsin 
Cement 
Universal 
с Cement 
Southeast 
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China Rebar* 
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ment is neither glamorous high отока пог 
prestigious heavy industry. But it is one о 

Jgest users of capital in Asia. It has enjoyed a 
tained boom on the back of rapid growth in 
nstruction around the region. Despite its bulk, it 
a significant item in international trade. And тапу - 
ment shares figure prominently on several stock 
changes. But almost everywhere the industry is 





orts, the only bright aspect in the in- 
, expanded by 59% to 2.7 million, 





But while exporting has:not really been - 


inking in a sea of cement 


| facing difficulties: 
the 



















pared. to: a domestic: price of 115948, 

Slumping domestic sales and exports 
below cost have shaved corporate profits 
to the bone. As recently as 1980 many of 
the industry's 13 companies were still run- 
ning pre-tax profit margins of 10% or 
more. In 1982 margins were paper-thin. 
and some firms reported losses. This has 
discouraged cement producers from ex- 
panding capacity further. 

The Cement Manufacturers’ Associa- 
tion is forecasting a 2.1 million tonne rise 
in production to 15.5 million tonnes this 
ycar. Domestic sales are put at 12 million 
tonnes, up 12% and exports at 3.5 million 
tonnes, up. 30%. Company executives 
reckon the export target is within reach. 
Taiwan is a relative newcomer to the ex- 
porting game —for years the government 
slapped periodic bans on overseas ship- 
ments to stabilise domestic prices with 
adequate supplies. 

Now that yesterday's shortage of ce- 
ment has become today's glut, the industry 
has received a green light from the govern- 
ment to export aggressively. The associa-. 
tion is aiming at. India, Bangladesh and 
Pakistan as prime markets; some industry ` 
sources. see: Hongkong and. Southeast 
Asia, formerly the. biggest markets, as 
shrinking while demand from the Middle 
East has almost dried up. The island does 
enjoy a slight advantage in shipping costs 
over Japanese and South Korean export- 
ers. i 

The 12% rise in domestic sales, though 
less ambitious; may be a tougher nut to 
crack. One cement executive forecasts no 
growth for the year — and even. that, he 
says, is based on the assumption that the 
construction industry, which. accounts for 








TAIWAN PRODUCERS 


15 


Not a public 
32 25 


an Stock Exchange. 


capacity and energy-saving production processes, 
most countries of the region are actually or i 
potentially facing a medium- to long-term ш 
‘oversupply. Meanwhile, excess capacity regionwide : 
and the prospect of declining construction 

‚ activity in the Middle East are likely to make UN d 
exporting increasingly difficult and unprofitable. — 
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having invested massively in new 








80% of domestic sales of cement, cannot 
be weaker than in 1982. But that may not 
be right. Government figures show there 
are more than 400,000 vacant homes on 
the island, a legacy of the last building 
boom. Public-works projects, which ab- 
sorbed 17% of domestic sales in 1981;.and 
the military (3%) will. not take up the 
slack. The budget for the-fiscal year to 
June 30 calls for à 20% slash іп construc- 
tion and communications-project outlays. 
. Faced with gloomy market conditions, 
cement manufacturers have banded to- 
gether. Although most companies refuse. 
to discuss cooperation — some even deny 
it outright —the REVIEW understands that 
since the third quarter of 1982 cement 
companies have been meeting regularly to 
coordinate output and pricing. 


4 the first stage production earmarked 
for the local market: was reduced to 
750,000 tonnes a-month; 100,000 tonnes 
below domestic demand: This was to work 
off inventories which had. ballooned from: 
500,000 tonnes at the end of 1981 to 1.2 
million tonnes. Each company was allo- 
cated a production quota, representing in- 
dividual production s£utbacks ` ranging 
from 1-29%, depending on capacity, mar- 
ket share and-recent expansion —— the 
biggest expanders меге ‘penalised the 
most. The agreement, which covers. only 
domestic sales) arrested а 30% slide-in: 
prices. The manufacturers" ‘association 
called in one of Taiwàn's top decounting 
firms to monitor cach/cement company's 
output. P ua he 
The relatively smallinumber of produc- 
ers makes coordination. easier; Unlike 
most big industries in Taiwan (textiles, 


















company 
Tf eed? 





trol and’ to 
tariff, there i import of cement into 
Taiwan because of the industry's competi- 
tiveness. So far the government has turned 
a blind eye to the i try’s coordinated 
production and p policy, This is 
s are still far below a 

domestic cement 










government ceili 
prices. 


tion technology 
ficient, the result 
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switched by the er 
of a five-year. gove 
gramme. O 
savings in u 
and gypsum mu: 

is blessed with abun 






' to 30%. me oal 
опей, but Taiwan 
deposits of limes- 

and's few natural re- 
sources.) TENE | 
Опе problem i th ly small scale 
dnies: With 
an average capacity of | million tonnes a 
plant — many 5 -— Taiwan's pro- 
ducers are small compared to their Japan- 
| ounterparts. 
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me saying the 
ysaturated. gy 









beginnings Hem 


Taipei: Taiwan's cement industry laid its 
foundations immediately after World 
War H when the Kuomintang govern- 
ment merged three’ firms into Taiwan 
Cement Corp. This was sold to the pri- 
vate sector in 1954 and since then has 
grown into not only the leading cement 
producer, but also Ше centre of a con- 
glomerate that covers a wide span of op- 
erations includin trii апа storage, 
construction, m. engineering 
services. Xu 

Taiwan Cement, и the leadership 
of industrialist C. E, Koo, now claims 
30% of the local market. It has four 
plants around the island, three of which 
have capacities exceeding 1 million ton- 
nes, It also has a subsidiary in Hong- 
kong, the Hongkong Cement Manufac- 
turing Co., to which it.ships clinker and 
bulk cement. A member of the conglom- 
erate, Taiwan Cement Engineering 
Corp., recently won a US$48.5 million 
contract with an American firm to build 
als milli n-tonne cement plant in Thai- 
land. - 





|. expansion projects dramatically boosted 






point appeared to threaten the industry's. 








By Shim Jae Hoon 

Seoul: Until the onslaught of recession in 
1979, the South. Korean cement industry 
had almost everything going for it. Major 


production capacity. The number of majór 
producers increased to seven in 1979 from 
just two in 1962. Production Capacity 
reached some 24 million tonnes ón à ce- 
ment (as against clinker) basis. ` 

That made South Korea the’ world's | 
12th largest manufacturer and fifth biggest 
exporter, according to the Korean Cement 
Industry Association. It was the culmina- 
tion of a long process of uninterrupted 
growth, in particular in the undertaking of - 
gigantic: infrastructure and housing: pro-« 
jects, 

‘The current demand depression caused 
by four years of difficult conditions at one 


survival, as it had borrowed: heavily to 
finance its past expansion projects. Ac- 
cording to one private estimate, the indus- 
try as.a whole had total offshore debts 
amounting to US$800 million to Japanese ,: 
United States and. European banks and: 
companies. In domestic debt, the industry 
had outstanding as of 1981 some Won 698 
billion (US$930.7 million). However, 

domestic demand for cement has started 
to pick up and prospects for the industry 
are improving. After falling 7.2% in 1980 











Taiwan Cement's major competitors 
in the domestic market. are attached to 
other conglomerates. Asia Cement | 
Corp., which claims a 20% share of the 
market, is a member of the Far Eastern 
Textile empire. It also has an overseas 
subsidiary, Asia Cement Singapore, to 
which it exports clinker. The third major 
producer is.Chia Hsin Cement Corp., a 
part of the Chia Hsin group which has in- 
terests in textiles, electronics, construc- 
tion, flour and processed foods. It has 
12% of the market. Another producer, 
Universal Cement, which belongs to a 
group based in the southwest city of 
Tainan, shares 7% of the market. 

There are no known expansion plans 
by these cement manufacturers. How- 
ever, there is talk in Taipei that the giant 
Formosa Plastics group is thinking of 
pouring a huge investment into a cement 
complex in Hualien. Given the bleak 
outlook at present, the rumours are not. 
being taken particularly seriously by the 
industry. 

Following two ‘years of steep drops in 
profits, industry analysts expect a mod- 
est improvement in earnings in 1983-84. 
But for several years excess capacity will 
probably squeeze profits to margins 































are over — -ог аге they? ) 


| tion is a-major problem because most 





lower than in the late 1970s. 
i — ANDREW TANZER 



























































| South Korean cement plant: high С0518 


and 5.6% in 1981, demand in 1982 ro 
15% to 14.3 million tonnes. 

Partly to keep plants operating 
average operating ratio dropped 
50.18% of capacity in 1981 and was 57% 
1982), the industry since 1979 has desp 
ately increased exports, which rose fro 
1.77 million tonnes in 1979 to 5.6 milli 
tonnes in 1982. In 1981, 54% of cement e 
ports worth US$294 million went to the 
Middle East, the rést to Asia. Indi 
Hongkong, Bangladesh and Singapo: 
were the main Asian markets. Overa 
clinker (which makes up 70% of finish 
cement) accounted for 4476 of exp 
bagged cement for 35% and bulk cement 
for 21%. Clinker dominates sales to Asian 
markets. 

Even with the expanded exports, how 
ever, surplus capacity for the industry re- 
mained high at 6.6 million tonnes in 198 
Nor are producers happy. despite theirex- 
port success, because of the large differ- 
ence between domestic and export pri 
even though domestic cement prices a 
under government control. As of October. 
1982.. the domestic price for a tonne: 
cement in South Korea was US$64.80, 
while the fob quotation was US$43 a 
tonne, Production costs are higher than 
those of competitors such as Taiwan owing 
to higher energy costs, 

Although the local cement industry: 
self-sufficient in most of its raw materials, 
such as limestone and gypsum, transporta: 































































































South Korean cement plants are in moun- 

tainous areas. Costs have, however, b 

held down by the steady shift to coal 

which has taken place since 4973. 

now accounts for 9076 

by this energy- -intensi r] 
Ambit В 



















yong prov iding a combined output ca- 
pacity of 11.5 million tonnes a year, 
much of it from modernised kilns. It 
Started operations at its small Munkyong 
plant in 1957, immediately after the Ko- 
rean War. The principal shareholder is 
Kim Suk Won with 11.8% of the equity. 
~ With a single plant at Samchok, Don- 
gyang Cement Manufacturing is the old- 
est producer, having started under Ja- 
panese colonial administration in 1942. 
With output capacity of 3.5 million ton- 
nes it is South Korea's second-biggest 
oducer in capacity terms. Dongyistg s 

















m the 1982-86 five-year, dévelop. 
lan should ensüre that recovery in 
lomestic demand continues. But. with. 
n major manufacturers in the field, 
operating 33 kilns (22:0f which are equip- . 

d with improved facilities such as sus- 
sion preheaters), industry officials do 
9elieve that any major new expansion 
x modernisation programme is neces- 
у. 
"Тһе present capacity [of 24 million ton- 
5] is good enough to sustain us for some 

4" said an official of the Korean Ce- 
Industry Association. However, 
üpgrading of equipment, capacity 
teach 28.6 million tonnes in 1984, 
Underpinning the new optimism is the 
ty of a continuing construction 
as South Korea prepares to host the 
› Asian Games and the 1988 Olympics. 
it export prospects are not so bright, 
tha likely weakening in the Middle East 
t market as new infrastructure pro- 
ts diminish in the wake of the oil-price 
decline and the continuing Iran-Iraq war. 

Sk Korea’s, total construction con- 
cts in the’ Middle East were worth 
$$11.3 billion in 1982, but are expected 
drop toabout US$8 billion in 1983, thus 
ecting shipments of cement. The pro- 
ion of South Korean cement used by 
South Korean overseas contractors has 
not; been consistent over the years. Be- 
cause of international price fluctuations, 
ong distances and delívery problems, 
Outh Korean contractors’ use of their 
country's cement varies widely. However, 



































Seoul: Ssangyong Cement is by fa far the - 
largest producer in South Korea. It has 
lants at Donghae, Yongwol and Mim- 





Ill HONGKONG/CHINA 


Weak markets, 












educed construction in the Middle East 
will in general make exports increasingly 
difficult. a 


- Sungshin Cement I 
3 producer with total eapacity of 2.5 mil- 
lion tonnes. Its plant in Tanyang features 
modernised kilns, Family holdings of 
Kim Sang Su and Kim Chang Su account 
for 49.55. of the equity. 

Also operating at Tanyang is Han 1 
Cement Manufacturing whose four kilns 
have a combined capacity of 2.5 million 
tonnes. Part of its production facilities 
has been replaced by a modernised sys- 
tem. The principal individual sharehol- 
der is Hoh Chae Kyong, with 7.6%. His. 
other companies — Korea Green Cross 
Corp. and Chunggu Lumber Co. — own 
together, an additional 8.8%. 

Asia Cement Manufacturing is lo- 
cated at Chechon. It has also undergone 


















Itok With total ` 
output. capacity of 1.8 million tonnes, it 
is South Korea’s fifth-ranking manufac- 
turer. The biggest shareholder, Lee 
Byong Mu, owns 4.6% directly, The 
Munkyong . Academic Foundation, 
under his control, also owns 5.8%. 

Hyundai Cement's plant, with capa- 
city of 1.2 million tonnes, is located at 
Tanyang. Equipped with modern kilns, 
it was financed heavily by loans from the 
United States Export-Import Bank. 
Chung Soon Yung, a brother of South 
Korean construction magnate Chung Ju 
Yung, owns 45.2%, It was launched with 
the aim of supplying cement to other 
Hyundai. group сотрапіеѕ,. notably 
Hyundai Construction. 

—S$HIM JAE HOON |. 





















rising costs 


threaten to curb demand 


By Robert Delfs 

Cu in the Hongkong cement 
industry have turned decidedly rocky 

in the wake of a collapsing property mar- 

ket. Although building completions in 

Hongkong remain high, new starts have 

edged downward in both residential.and 


' commercial sectors. This threatens to hold . 


down local cement demand which has 
levelled off at 3.2 million tonnes over the 
past two years after trebling between 
1975-81. 


Prices had been soft in the first eight. 


months of 1982 as well — sagging from 
HK$365 (then US$62.93) a tonne in Feb- 
ruary to HK$350 in August, after increas- 
ing steadily over the previous six years at 


an annual average rate of 11.6%. Part of | 


the pressure on prices came in the form of 
higher imports from Japan and Taiwan — 
retained imports have grown steadily as a 
proportion of total supply in. Hongkong 
since 1975. But the sharp decline in the 
Hongkong dollar's exchange rate pushed 
up costs of imports later in the year. By 
December, Green Island Cement, the big- 
ger local producer, had increased its prices 
to HK$400 a tonne. 

Total local production grew from 


-765,000-tonnes in 1976 to more than 1.5 


million tonnes in, 1981, then fell Баск 


SOUTH KOREAN PRODUCERS 









Ssangyong 

Dong angCement f 
Sungshim Cement 
Haw Il Cement 

Asia Cement 
Hyundai Cement 


signi in 1982 to about 1.3 million.ton- 





nes. Green Island Cement, which is more 
than 4076 owned by Cheung Kong (Hold- 
ings), is believed to have produced more 
than 1 million tonnes in 1982, though the 
company declined. to provide production 
figures. 

The only other maker is the. Taiwan.. 
linked Hongkong Cement Manufacturing 
Co., which produced slightly more than 
260, 000 tonnes іп 1982. Both companies 
use imported cement clinker, mostly from 
South Korea, Japan.and Taiwan. Clinker 
imports in the first 11 months of 1982 
totalled HK$253 million. 

Retained imports overtook local pro- 
duction, less exports, as a proportion of 
local cement supply, in 1979 and now ac- 
count for 60% of local consumption. Until 
last year, China supplied half of all cement 
imports, but in.the first 11 months.of 1982 
imports from Japan rose to 666,637 tonnes 
against. 588,668 tonnes from China and 
499.826 tonnes from Taiwan. | 

China-may be prepared to give up part 
of its share of the Hongkong market to 
satisfy its own demand as its massive hous- 
ing and urban. construction boom con- 
tinues (REVIEW, Apr. 30, '82). Total ce- 
ment. production, in China. in 1982 was 
about 90. million tonnes, which. was 4-5 
million tonnes short of demand, according 
to Chinese econo Seventeen new ce- 
ment plants are. no itt 
struction or.expansion, and several of 
them, will. ed technology and 
equipment | projected to pro- 
'duce more n tonnes of cement 









сеа property апа 
cloud the outlook 
ement Co.'s integ- 
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In international 

trade there are many 

things you cant be 
sure of... 


Buyers and sellers across frontiers need 
a bank to make sure their trade transactions 
are properly concluded. Their trading profit 
depends on it. 

In an unsettled world you can rely on the 
tried and tested service of Lloyds Bank. It is 
grounded in the experience of banking over- 
seas for more than a century. 

We handle your documents of title, open 
or confirm and negotiate your letters of 
credit, settle your payments across the 
exchanges, and we finance your trade before 
shipment or after delivery. 

Our people abroad know their markets. 
We give you guidance on local rules and 
































































































































..One you сап, 
ourintegrated 
service 


practice, advice on commercial conditions 
and information on your counterparties. And 
we keep you informed of the progress of your 
transactions. 

You can trust your business to us, 
because we integrate modern methods with 
traditional disciplines throughout our net- 
work of branches straddling the world's main 
trade routes. 

Wherever you deal with us, you 
secure the fast and sure response that 
gives you the edge. 


or any branch of Lloyds Bank Plc 

















3 "Asia houses over half of mankind. Every day events are 

^ "happening here that not only shape Asia’s future but af- 

< fect the entire world. Asia 1983 Yearbook covers these 

с events, compiles analyses and interprets them. No 

“businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 








_ Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 

sary, is bigger and more comprehensive than ever be- 

fore. Matching the rapid pace of Asian development, we 

have gone into greater detail, with deeper insight, to pro- 

duce a book that no person who has any dealings with 
Asia can afford to ignore. 


(Features 
|"... The Asia 1983 Yearbook includes two new chapters in 
_ the Special Section, namely ASEAN and Fishing. You 
_ will find familiar chapters and features as well: a Re- 
“gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investmerit, Energy, Commodities, Avia- 
боп, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 
5 The main body of the book contains chapters on 32 
-> countries. Each is divided into З sections: political and 
.Social, foreign relations, economy and infrastructure 
|... ranging from Afghanistan through China, to Korea and 
арап, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profite of every country. 








Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


Announcing The All 
We give you Asia, 
minus the mystery, 


minus the myth: 
Asia 19 


9th Edition 




















3 Yearbook 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 





How We Did It 

Published by the Far Eastern Economic Heview, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9.95/5/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 


pem m————Á— a M na нн ч. 


RO310Y3 


To: Publication Division, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hongkong 





Please rush me copy/copies of the Asia 1983 Yearbook as 
indicated. | enclose a cheque/postal order for 


Asia 1983 Yearbook (Soft Cover) | 

Price: HK$1 10/US$16.95/£9.95/S/M$38.50 each 

No. of copies . Cj by surface £3 by airmail" | 

Asia 1983 Yearbook (Hard Cover) | 

Price: HK$130/US$19.95/£11.75/5/M$45.50 each 

No. of copies [1 by surface [3 by airmail l 

"For airmail delivery, please add — HK$39/US$6/£3.50/S/M$13.50 | 
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Green Island and | Гір Investment, 
China-controlled. entity. The integrated 
plant was originally scheduled for comple- 


tion in 1982 but has Peen delayed to later 







this year. pe 
The new facili 


, e capable of pro- 
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high 1980-81 levels. 
Things could: get: 
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Hongkong, vat 
rather than not:sel 

market is.accessible and th ге is no import 
duty. їй 










Asian exports. 
on the rise 


By Hikaru Kerns 






Tokyo: Although the Japanese cement in-. 


dustry primarily serves the domestic mar- 
ket, it is an active exporter and competes 
aggressively against South Korea апа 
Taiwan in the Asian market. Singapore 
and Hongkong have been Japan's most 
consistent and important customers, to- 
gether absorbing more than 3 million ton- 
nes of the total 3.9 million tonnes of Japan- 
ese cement exports to Asia. The Japanese 
expect to remain competitive exporters in 
Asia by virtue of their modern plants, effi- 
cient distribution and their reputation for 
reliability. 

Japanese cement exporters concentrate 

on clinker and bulk shipments, The small 
amount of imports, 13,500 tonnes а year 
from Taiwan, goes mainly to Okinawa. 
Some of the large exporters have equity in- 
terests in receiving countries. Onoda Ce- 
ment Co., for example, has a third of the 
equity in à joint-venture grinding plant in 
Singapore. 
‚ Japanese cement companies аге савеу 
about their export pricing system. But a 
price range of US$43-50 a tonne has been 
indicated by two companies. Domestic 
prices for cement and clinker appear to be 
higher than those for exports. Bagged 
Portland cement in Tokyo currently costs 
¥ 14,250 a tonne, while bulk cement costs 
X 13,500 a tonne. At the exchange rate of 
3235 to US$1, these come to US$60.64 
and US$57.45 a tonne, respectively. 

Japanese domestic sales have been de- 
clining for two. years with the recession, 
levelling at 73 Шоп tonnes in 1982 from 





Н а узае, nearly. 
double Hongkong present total produc- | 


twill still rep- . 








Although the domestic market may turn 
up, the lucrative Middle Eastern market 


could begin to contract as oil-producing 


nations lose income from lower-priced oil. 
Some. hope that China may take up some 


-Of the slack. But so far China. has con- 


ш MALAYSIA 


growth for now, 
ч but overcapacity looms - 


By Patrick Smith 


Kuala Lumpur: Supply and demand were 
roughly in. balance for Peninsular 
Malaysia's three cement producers in 
1982, though there were some spot shor- 
tages. They should remain roughly ba- 
lanced this year unless the economy per- 
forms, worse than most forecasters pre- 
dict. Demand in Malaysia has grown at an 
average of more than 10% a year — in- 
cluding an extraordinary increase of more 
than.20%:in. 1982. i 
Cement demand grew with average ап- 


| nual expansion of the construction indus- 
try, of 12.5% since the mid-1970s plus à 


number of large government infrastruc- 


ture projects. This year, executives are 


hoping for cement demand to grow by 7- 
10% — still buoyant but down from ear- 
lier expectations of 10-12%. 

But from the end. of 1984 onwards 
Malaysia could well face the same en- 
demic overcapacity problems that are 
likely to grip cement industries elsewhere 
in the. region. Just how bad Malaysia's 
cáse is will. deperid. chiefly on economic 
factors, but also on how sensibly a number 
of projects now contemplated are asses- 
sed. Atthe very least, however, producers 
are looking at capacity of.6.1 million ton- 
nes by 1985. Based on compounded an- 
nual. demand growth of 1096 — and it 
could be much less than that — consump- 
tion by then will be some 4.6 million ton- 
nes. The excess would take until the late 
1980s to absorb. 






.The situation could, in theory, be far 


worse. Adding up all the plant expansions 
and new projects that have so far.been 
licensed by the government would mean 
potential. production capacity approach- 
ing 10 million tonnes. But few industry 
analysts expect ground to be broken on all 
of these projects. Part of Malaysia's pro- 
blem is a kind of reflex assumption that ex- 
port markets can be counted on to take up 
the slack. Current plans, even those al- 
ready under way or those certain to be 
completed, were laid with a view to a sig- 
nificant percentage of production going to 
some of the world's large export markets 
— South Asia and the Middle East. But 
export activity could hit problems. 

To the industry as it stands now, exports 
have not mattered: 

» Associated” Pan Malaysia Cement 
(АРМС): is an egual joint venture. be- 








, cepted formula for plant expansion wou 









the high start-up costs for establishing 
ceiving facilities such as silos and mixi 
Local, producers also have 
business relationships wit 
have built a reputation for. reliabi ty 























tween Malayan Cement ana Pat dala 
Cement, which is 45% owned 
Sugars Bhd, itself three-quai 
by Malayan United Indu: j 
cludes all of its owners' Malaysiar prod 
tion facilities, which have current capacit 
of 1.2 million torines a year. TI 

of а just-completed. Rawang p 

city 1.1 million tonnes), one older kili 
thé same site, and 600,000 tonn 
Kanthan, installed in 1963, The co pan 
is now installing energy-efficient eq 
ment at Kanthan at a cost of M$150 r 
lion (US$66.3 million), | 

» Tasek Cement, the largest sharehol 
der of which is the Hong Leong grou 
a capacity now of 1.2 million tonnes insta 
led at its Ipoh headquarters In 1982 the 
facilities shifted from o [ 
The company had been lice sed to expa 
its production capacity by another 1.51 
lion tonnes, but by late 1982 thé projec 
had been shelved indefinitely. 

» Cement Industries of Malaysia, à pri 
vately held company, has 400.000 to 
of dry-process capacity and had planr 
to expand this to 1 million tonne 
project has also been postponed, accord 
ing to industry sources. 

» In East Malaysia, there is 400 000 
tonnes of annual cement production са 
city, servicing a market of roughly 450,000 
tonnes. Imports from northeast Asia, ca 
ried on incoming logging vessels, ar 
rupting the supply-demand equation t 
East Malaysian facilities are now operat 
ing at 75-85% of capacity, Industr 
sources. estimate imports into Eas 
Malaysia at 150,000.tonnes а year. ©. 

Despite. Peninsular Malaysia's over 
capacity prospects, much of the spendin; 
these companies have done over the pas 
few. years is considered well-timec 
APMC’s expansion at Rawang, fori 
stance, was done at a cost of M$135 mil 
lion — far cheaper than the currently ac 














































































allow: it is now US$200 a tonne per year of | 
capacity. 
In addition, the switch to coal from oil- 
firing plants and from wet to dry proces- 
sing — the former requiring. more heati 
time — will position these plants we 
more competitive futur 
ings in the new plants 
30-40% over old proce 






or. E тру costs account fc some | 


% of total production outlays. 

Some fundamental factors i 
economy may pull cement 
ugh any oversupply crisis. Т 









rnment's long-term hóusing and infra- | 
cture plans are not so close to maturity - 
n Singapore. Current annual consump- | 







tion here is put at roughly 250 kgs per 






















rding to some analysts, prices are set 
partly according to the costs of the least- 
efficient producers — which would im- 







recently modernised. 


ore immediately, executives here be- 
ntly accepted consumption 
change dramatically with 
pturn. They point to strong 

and in 1982, which reflected the gov- 
rnment's reliance on building and con- 
iction to keep the domestic economy in 
ion, as well as another demand bulge 
n 1978. In addition it is generally accepted 
completed plants will enter produc- 

at half to two-thirds of capacity and 
'slowly — “over a year or more -— build 
























W large projects likely to upset 
current supply-demand balance at 
temporarily. are scheduled to enter 
ction late in 1984 and early in 1985 at 
arliest. One is a partnership between 
he Perak State Economic Development 
‘orp. (40%) and Hyundai of South Korea 
60%). Cost of the 1.2 million-tonne plant 
estimated at M$400 million. 
The other. plant will be on Pulau 
kawi and is 4 venture divided be- 
en the Kedah State Economic Deve- 
ment Corp. (3096), the federal govern- 
nt's Heavy Industry Corp. of Malaysia 
50%), Nichirin Holdings 
10 ) and the Government of Singapore 
. The Langkawi plant is expected to 
M$430 ^ million, including ^ port 
acilities for the ор! of half of the out- 






| port cae In an international 
«market where US$1 or US$2 in additional 
ransport costs can eliminate a producer 
tom competition, Malaysia's landlocked 
"plants would face up to M$18-20 in äddi- 
nal costs getting the product to the 


wharves. Indeed, Malaysian producers 


unable to compete in filling some 
ages in Johor in 1982 because Singa- 
s producers had them уре! 


trouble exporting, many ex 
lieve, though: it is hoped th 
“> Government's | interest ^ will encourage 

: the sale of clinker to the republic" s oid 






; ducers. 
a8 


capita, white i in е itis зын PT 


ctory; transport costs vary widely). Ac- T] 
large investors in thes 





prove the profit outlook for those plants. 





Sing gapore: Cement sarei have been 
highly rated over the past several years, 
reflecting investors' justified confidence 
in the Malaysian and Singaporean con- 


sion. Analysts continue to recommend 


^|. them assolid medium-term investments. 
h | 


cantly over the past six months, owing 
chiefly to the limited options available to 
two markets and 
to their desire to maintain exposure ina 
lively sector. 

A number of brokers remain un- 
moved by what the pocket calculators 
say: that in both Malaysia and Singapore 
overcapacity conditions are certain to 
develop by the mid-19805. Others are 
watching this closely. It may be that the 
future is more complex than supply and 
demand figures indicate. 






‘struction sectors, even in times of reces« 





All four cement ‘Producers listed on’ 
the Singapore and Kuala Lumpur stock 
exchanges are trading at, or above, their 
peak prices for 1982. But some are better 
positioned to take advantage of future 
opportunities — or weather future i 
storms. 

Two of the best appear to be Pan 
Malaysia Cement (PMC) and Malayan. 
Cement, which are equal partners. in 
both their production and marketing ac- 
tivities. Associated Pan Malaysia Ce- 
ment (APMC), their joint production: 
venture, completed.a new 1.1 milion- 
tonne plant at a cost of M$135 million: 
(US$59 million) late in 1981. In 1982 the. 
Rawang plant operated at roughly two- 
thirds of capacity, making this year its 
first as a fully operational facility. 

The Rawang plant is. judged as ex- 
tremely well-timed. The companies’ 
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Handsome performance 
in a sheltered environment. 


By Patrick Smith - 
Singapore: The five cement manufactur- 
ers here have remained sheltered from the 
recent impact of global recession on the 
local economy. Sustained demand in the 
public- and privaté-housing sectors, a 
number of large commercial" develop- 
ments. and infrastructure projects such as 
Changi International Airport have kept 
them operating at ‘nearly full capacity. 
Demand in 1982 was 2.4 million tonnes, 
according to industry estimates, against 
total capacity of roughly 2.8 million ton- 
nes. Transport advantages have made ex- 
ports across the Causeway to Malaysia’s 
Johor state competitive. Although only 
one producer here is publicly listed and re- 
ports its income, all five are, almost cer- 
tainly making money — some on capital 
equipment that was paid for long ago. 
Some good prospects lie ahead. The 
public-housing programme, ‘which has 
produced 20,000 flats. annually over the 
past few years, is aiming to increase an- 
nual unit production to some 40,000 to the 
end of 1985: Theres another phase of the 
one-year-old Changi airport to be com- 
pleted, new infrastructure’ project 
contemplated and the Mass Rapid Tr: 
rail system announced in 1982 is expected 
to bolster demand beginning in 1985 — 





















| just as the housing programme begins to 


on will also remain 
is expected to grow 
steadily through to mid-decade, barring 


economic Sisaster, 





But the future is not without worries. 
Each of the five producers has. committed 
itself to ambitious expansion:plans with- 
out, as one industry analyst says, "looking 
over their shoulders at what the others are 
doing." By the end of 1984, the expansion 
of existing capacity and one new plant will 
increase production capacity to 5.1-5.2 
million tonnes. The industry here willlook 
something like this: 

» Jurong Cement is to double its capa- 
city by 1984 to I million tonnes by addinga . 
пем grinding mill to existing facilities. The 
project is expected to place Jurong among 
the most up-to-date producers in Singa- 
pore: Jürong is Singapore's only publicly 
quoted cement company. It is around 20% 
owned by Tasek Cement Bhd of Malaysia. 

» Asia Cement, a private company 
64% ‘controlled: by Taiwanese interests, 
increased Capacity (0:115 present 550,000 
tonnes in 1979. By the end of this year it 
will become the largest producer in Singa- 
pore, with capacity at its single site raised 
to 1.1 million tonnes..In July 1982 it be- 
came. 51% partner in a ready-mixed con- 
crete plant with Sumitomo Cement (3495). 
and a Singapore Government corporation: : 
(15%). 

» Singapore Cement has a production 
capacity of 600,000: tonnes and. will add 
200-300,000 more tonnes in 1984. The 
company 15 owned án: equal. one-third 
shares by the Hong Leong group'and Mit- 
sui and Onoda. of Japan. 

» ran Malaysia Cement Works Singa- 

i venture between 



















best-placed of all. pro- 
ducers to compete in 
Johor. APMC's energy- 
saving equipment will in- 
crease its chances of suc- 
cess against Tappa 


Turnover 





1982 profit 


| ratio. 
I *S$million. 
its coal-fired systems will 


erode. APM 









pur Stock үе ы 1 gesting pros- 
/e) ratios. of 





y higher. 
lowest p/e ratios in the industry now. Of 
the two, PMC is p 
ketable stock because of the tinge of 
speculation owing to its association with 
Malayan. United Industries. Malayan 
Cement has been bid up recently in anti- 













Malayan Cement and Pan Malaysia Ce- 
ment with a current capacity of 600,000 
tonnes. This year it will increase its capa- 
city to 850,000 tonnes. 

» Ssangyong Cement Singapore was 
South Korea's first cement joint venture 
overseas when it. was.set.up in 1973. Ssang- 
yong, the South Korean giant, is a 40% 
partner —- the other partners being DBS 
Bank. (32%) апа. Afro-Asia Shipping. 
(28%). Current capacity is rated at 
::600,000 tonnes; The plant will add 250,000. , 
tonnes by 1984, | | ` 

Inadditionto theexpansion plans of the 
existing producers, the next few years will 
also see the arrival of a sixth producer, 
Indo-Sin Cement, a project headed by 
Liem Sioe Liong, the Indonesian entre- 
preneur. Indo-Sin’s planned capacity is 
500,000. tonnes a year, making а mid- 
decade total in Singapore of 5.1-5.2 mil 
lion tonnes. of output. That is one com- 
petitor too many, those in the industry be- 
Apparently so does Wee Cho Yaw, 
an of United Overseas Bank, 
as pulled out of the venture. last 
year. without. as reason . given. “Some 
analysts believe there. will be massive 
. overcapacity at least until the late 1980s. 

But most in the industry are more san- 
guine. For one thing, they point out, the 
capital investment required for expansion 
means the industry by. nature is one where 
capacity will bulge in expansionary 
periods and be absorbed by rising demand 
as the latter catches up. For another, fu- 
ture demand is less predictable than many 
of the industry’s analysts like to think. 

Singapore’s average annual growth — 
.. ingross domestic product — was 10% dur- 
` ing much of the 19705 and growth in build- 

ing and construction has consistently out- 
performed that figure..Cement consump- 
tion in-the 10 years up.to the end of 1981 
grew. from 800,000 tonnes to 2.1 mil- 
-Hon tonnes: Producers аге now expect- 




















| (M$ milion) 


Capital employed 
Shareholders’ funds 


Prospective profit 

Share price (M$) 

Dividend yield (%) 
Prospective price-earnings 


|. t Long-term liabilities for PMC and Malayan Cement are against, 
their joint о 
M$277 "million, of which M$55 million is rescheduled debt and 
M$140 million guarantee facilities. : 

#Source: Kim Eng Securities. 





ы Р 
vuga? 


m 





toc 
k si 





ач 
to 
+ 







tating company. Term debt of APMC is 


position is considered strong, partly be- 
cause of its property interests through its. 
50% share in Damansara Developments. 

Tasek Cement in 1982 completed its 


cipation of а bonus issue. But its asset | 


is also land-hungry - апу new: 
sion would be a ts 










from the ground up at a n: 
Tasek is highly priced, no 
M$4.48, which implies a j 
ratio of about 25. as : 
Jurong Cement is expected to report 
extremely healthy gains in its ings 
for the year ending next March. Its cur- 
rent share price — 5$4.58 (U - 
suggests a prospective p/e ratio of 
above 20. But analysts favour the stoc 
for the medium term because it is lik 
to benefit from sustained demand in Si 
gapore with increasing turnover f 
new grinding mill. 
They also believe margins can be 
proved if it is able to purch | 























m- 


' from the plant now being buil 


Langkawi. But whether the Langkawi 


shift from ой to coal. But it is less ad- | plant: 


vanced in terms of modernised proces- 
sing — its kilns employ a semi-dry. pro- 
cess. In addition its planned expansion 
was postponed in 1982, leaving the com- 


ing growth to be maintained at roughly 


8-1095. 

Singapore's producers now enjoy other 
advantages. Rough equilibrium between 
supply and demand has kept prices stable 
since 1980 at about.S$157.50 (08876) a 
tonne delivered, 8$152 ex-factory. Trans- 
port costs are minimal. Producers here do 
not enjoy the economies of scale of their 
counterparts in South Korea, Japan and 
Taiwan, but this also can work in favour of 


local suppliers. The key is flexibility: a. | 


local grinder can entertain an order for. 
say, a few hundred tonnes while the re- 


gion's giants would have difficulty meet- | 


ing any order under 5-10,000 tonnes. 
None of the five producers here is a fully 


integrated cement manufacturer’. they. 


are simply grinding mills. This has a 
number of implications. In addition to 
lower initial. investment costs, grinding 
mills here, which use imported clinker 
from Japan, South Korea and Taiwan, do 








Singapore building: consistent performance. 
| i arn 





clinker suppliers, despite ‘its transport 
advantage, is still in question. So is the - 


_future viability of the Johor ma 


— PATRICK SMITH 




































not require the same degree of energ 
saving investment as integrated plants to 
remain competitive. 

Indeed, Singapore’s producers ha 
been able to draw some benefit from w 
is elsewhere a curse: while spare capacity. 
in Northeast Asia can disrupt market 
some areas, thin margins on Singapore 
clinker and gypsum imports have key 
raw-material costs down. Clinker co: 
have actually declined in recent years as. 
plants in Northeast Asia cut margins. 

What may prove more significant in 
future is the lower capacity utilisation: 
quired of a grinding mill: 60% or so to 
main profitable against 70% (or more, 
pending on capital costs) for a fully integ- 
rated plant. This is virtually meaningle 
at present, given that all five producersa 
operating at (or above) the optimum 9095 
of capacity. 

Singapore suppliers now export about 
7-10% of production, and three-quarters 
of that is for Peninsular Malaysia, with the. 
tiny remainder going to Brunei, India, the 
Middle East, Sri Lanka and East Malaysia 
in odd shipments. There is as yet no im- 
port tariff on cement in Malaysia and a re- 
cent ruling that imports from Singapore | 
would have to bear an endorsement from 
the Standard and Research Institute. of 
Malaysia — in effect a non-tariff barrier — 
was deferred because it would have 
created an immediate shortage in Johor, 
which imports about 40,000 tonnes a- 
month of its 50,000-tonne requirement. 

But if the Malaysian market proves vub 
nerable to the pressures (and energy-sav- ` 
ing measures) of peninsular producers, 
consumers across the Causeway may be © 
lost to Singapore. There is a precedent.for 
what could well. lic. ahead:. а buildin 
slump in the late 1970sled t 
that ran to S$10 a tonn 
when new investment: 








ducers dearly. . 
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Semen Cibinong West Java Public (16%) 
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"ement Producefs' Association. 


ШЕ INDONESIA | 


By Manggi Habir 

akarta: The growth of Indonesia's ce- 
ment industry has still to catch up with 
lócal demand. In 1981, 500,000 tonnes of 
xment had to be imported to meet 
“domestic demand that went up to 7.8 mil- 
n tonnes as total production capacity re- 
mained under-utilised. Cement exports 
relatively insignificant. The trend 
‘ould change, however, with projected 
idditions to the existing 8.5 million tonnes 
roduction: capacity їй 1984- 85. It is felt 
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By Leo Gonzaga’ 
Manila: Expansion. is a long-forgotten 
word in the-Philippine cement industry. 
apacity is under-utilised because there 
€ too many producers. Most are small 
even by regional standards and are thus 
table to: compete іп foreign outlets dur- 
g a lull in local demand: Consequently, 
policymakers are emphasising economies 
of scale in a programmed rationalisation. 
Under the programme, a million-tonne 
cement factory is to be set up every year 
for five consecutive years. This is the size 
deemed competitive in world markets. 
The biggest factory as of 1981 (latest avail- 
able data) produced only about 500,000 
tonnes, and the smallest just 10.000 ton- 
nes. Average production of the country's 
18 22,000 tonnes 












pr tion costs 
and Study replace old machinery and 
equipment, some of which was obtained 
under Japanese war-reparation payments. 
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Still lagging demand — -but 
capacity will mushroom : 


that local demand will continue to grow at 
15-20% a year and will be sufficient toab- 
sorb a major part of the output. 

Cement shortages in major cities 
throughout the country were experienced 
during the latter part of 1982. Demand, 
which normally teaches its peak just be- 


` fore the start of the rainy season, suddenly 


perked up following rumours abouta pos- 
sible oil-price increase — which would re- 
sult in higher cement prices. In Jakarta, 


Thinking big is the first - 
tep towards recovery | 


Six factories have already converted their 
rotary kilns from oil-fired to coal-fired 
operation. If the timetable is followed, 
nine more. will make the conversion this 
year or next, The government is providing 
financial assistance out of the proceeds of 
a World Bank structural-adjustment loan. 

The=first of these proposed: million- 
tonne factories was assigned: to: Negros 
Cement Corp. some. three years-ago but 
has remained stalled because Negros' par- 
ent, Construction vand” Development 
Corp. of the Philippines, got: into serious 
financial troubles: 

"The project has since been. piven toa 


| still-to-be-formed  Filipino-Soviet com- 


pany; this follows a visit to Moscow in 
President. Ferdinand 
panied by 
Tradé and Industry Minister Roberto 
Although. Moscow had expressed 
approval of the joint-venture proposal. 
the statusof the project remains unclear. 

‘However; at a time when there are 
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‘doubts whether. the governments 11 
major industrial projects, including ce- 

















„about ` 
“amounted to Rps 22.6 billion. As a per- 





tional price, . currently arou 

tonne (about Rps 1,450-a sack) and the 
price’ guidelines’ reflect to some extent 
how the Indonesian industry is:being pro- 
tected. The recent supply: shortage was 
exacerbated when producers fell short of 
their projected 7.8 million torines produc- 
tion levels by 600,000 tonnes owing to un- 
expected machinery overhauls. 

Consequently, cement imports (coming 
mostly from South Korea, Taiwan and the 
Philippines) were stepped up, reaching 
506,426 tonnes by the end of 1982. This 
solved the shortages but prices refused to 
drop. And now mandated prices’ have 
been raised by 5-19% depending upon re- 
gion; for the Jakarta and West Java area 
the ‘cement-price. guideline is now. Rps 
2,650 а sack. 

Until the mid-1970s, domestic cement 
needs were-primarily.met by imports but 
after 1976 domestic production rose sig- 
nificantly to reduce the role of imports. 


| Since 1976, cement demand has grown by 


about 19% a year with domestic produc- 
tion able to satisfy 83% in 1981 as opposed 
to 63% in 1976. Imports, brought in only 
by state trading companies; were 366; 000 
tonnes in 1981. 

Semen Cibinong: which is the only ce- 
ment company that publishes financial rë- 
ports, has estimated that for the year 
ended October 198T the cost of producing 
1.1 million’ tonnes of cement 


centage of net sales: of Rs 40.7 Б 








Ongpin: negotiating in Mascow. 





ment-industry rationalisation, can be car- 
ried out this decade, officials до пох even 
bother to say whether the million-tonne 
factory will indeed be set-up. 

Meanwhile, the field is-left: to the Т8 
existing factories: which average, at best; 
60% capacity “utilisation and ‘operate 
under debile constraints. For exam- 
ple, pricing policy is made not at company 
boards but at government agencies; ce- 
ment is among items subject to price соп 
trol. By official edict, cement eXportsh 













30.1%. When the talk price guidelines 

were Rps 2,250 а sack for Jakarta, the ex- 

factory price was about Rps 2,125 a sack. 
Future demand-grewth projections are 

16-20% a year. But most of these predic- 

tions were put together before the depth 
of the recession. was fully realised. And 
they are based on substantial government 
spending on development and infrastruc- 
ture projects. If demand continues to 
grow at 18% a year and current expansion 
plans are realised, then in 1986 producers, 
instead of worrying about imports, would 
be faced with having to export some 4.7 
million tonnes of cement. 

Cement exports, destined primarily for 
South Asia (India, Pakistan, Bangladesh, 
Sri Lanka and Nepal) and the Middle East 
(Saudi Arabia, Abu Dhabi and Kuwait), 
have been relatively recent. Cement ex- 
ports started with a US$2 million ship- 
ment in’ 1978 and peaked at US$20.4 mil- 
lion in 1980. In 1982 preliminary cement- 
export figures (up to October) amounted 
to only US$2 million. 

During 1983, an additional 1.1 million 
tonnes is expected ta be added to the cur- 
rent industry capacity of 8.5 million ton- 
nes. Of the new capacity, 1 million tonnes 
will come from the recently completed 
Semen Andalas plant in Aceh, Sumatra, 

5 60,000 tonnes from a new mini-cement 
» plant in Kupang, Nusa Tenggara. and 
another 50,000 tonnes will be added to 
Semen Cibinong. In 1984, another 3.6 mil- 
; lion tonnes will come on stream, to be fol- 
;' alowed by still another 4.9 million tonnes. 
еа 
to be handled by a single entity, Philippine 
Cement Corp. , supposedly to get the best 
terms for the industry. 

"Cement production here. in 
reached 4 million tonnes, down from 4.5 
million tonnes іп 1980. Of the latest total, 
only 470,614 tonnes, or 11.7% went to 
foreign buyers, with the balance sold on 

с the domestic market. The biggest pro- 
5^ ducer was Northern Cement Corp., with 
556.066 tonnes; the smallest was. Midland 
Cement Corp., whose output was down to 








:10,000 tonnes; The next biggest was the Is-: 
land Cement division of минде Min- 


ing and Industrial Corp. 
Ownership of most cement companies 

; is limited to families or groups. The only 
> exceptions are the Island Cement division 
. of Marinduque and Bacnotan Consoli- 
dated Industries, which are both listed on 
the stockmarket. Bacnotan is not one of 
the big producers (with a 1981 output of 
only 179,119 tonnes); it is diversified, ce- 
ment being just one of its revenue sources. 
Until the million-tonne factory isset up, 

the country will remain only a small ce- 
ment exporter. The existing factories are 
probably hoping the project is not pursued 

at all, or that it is assigned to a private 
company. They fear that while the new 
factory is envisaged as export-oriented, a 

, portion of.its production might be di- 
verted tothe local market... 


1981 
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From lean to fat, and now 
in need of export markets . 


By Paisal Sricharatchanya 

Bangkok: After a period of acute cement 
shortage in the late:1970s, the Thai cement 
industry has grown substantially in recent 
years and now has excess capacity. Larger 
production facilities are coming on stseam 
at an inopportune. time. Growth in domes- 
tic demand, which has traditionally ac- 
counted for the bulk of local production, 
fell to less than 1% in 1982 and i is pro- 
jected at 2% this year. 


Meanwhile, the prospects for exports | 


are far frompencouraging.in view of Asia's 
current cement glut, aggravated by Thai- 
land's relatively high production costs and 


lack of government subsidies. Unless Thai ` 


producers are prepared to gamble with 
high inventories, actual, production in 
1983 may be as much as 25% below the 9 
million tonnes rated capacity. 


But the three manufacturers are clearly 


banking on faster growth in the Thai econ- 
omy in years to come to raise domestic de- 
mand. To'them, the industry's present ex- 
cess of capacity is far preferable to the pos- 


ition during.the period of shortage from 


1978 to early. 1981. At that time Thailand 


had to import an estimated Baht 3.3 bil- - 
| lion (US$143:5 million) worth of cement 


while local production as well as imports 
were subject to rigid price controls. 

There is little disagreement that price 
controls, which were imposed in 1974, dis- 


couraged new. investment. Realising that > 


they were strangling the industry's 
growth, the government lifted the controls 
in early 1981. Most of. the present extra 


-capacities were set up during the shortage 


period. To date, Siam Cement — biggést 
of the three — has a maximum 5.8 million 
tonnes annual capacity, after completing a 
wet-to-dry process conversion at its 


largest plant, in. Ta. Luang north of 


Bangkok late in 1982, adding 1 million 
tonnes capacity. 

Meanwhile, Siam City Cement com- 
pleted a series of expansion and plant- 


modification. projects over the past two. 


years, raising capacity to 2.1 million ton- 
nes at the beginning of 1983. Another kiln 


modification at its only factory in Saraburi . 


(also north of Bangkok) in mid-year will 
add another 700,000 tonnes, raising the 
2.4 million tonnes 1983 annualised capa- 
city to 2.8 million tonnes in 1984. 

While both companies are putting a 
brake on further expansion in the foresee- 
able future, the third producer — Jala- 


‘pleted in 30 months. With Jalaprath 


: over the next five years even if it cli 
"the. traditional 8-12% annu 


| the lowest in Southeast Asia. Producti 





' were 130,000 tonnes, 60% accounted 


ment's southern plant. 






































































prathan Cement — is set to laysich : 
3.2 billion expansion project at its 
Am plant (south of Bangkok). This wi 
nearly triple its present 800,000 tonnes: 
capacity, starting gradually from 1986 
The company will sign a US$48.5 m 
lion contract in March with а Unite 
States-Taiwanese consortium (Fuller Ci 
and Táiwan Cement Engineering Co 
for plant construction which will be . 


expansion, the industry's combined cap: 
city will easily cope with domestic deman 


experienced before the current stagnatio 
Consumption last year of.6.4. milli 
tonnes was only 130 kgs pér capita, am 


facilities to date — and even Jalaprathan 
current expansion scheme —- have b 
conceived basically to supply domest 
needs. Exports are now badly needed: 
capacity is to be utilised. 

The authorities allowed free: exports in 
1982 on condition that the. three com 
panies jointly maintained a 300,000-to 
local stock at all times, Exports in 19 


by Siam Cement. Volumes this year а 
expected to be about the same. Thai 
ducers have been unable to compet 
given price reductions їп world mar 
resulting from Asia's cement surplu 
land transport and lack of bulk loadi 
facilities also contribute to high ex 
costs. The average US$48 a tonne (Por 
land cement) Thai fob export price in 1982 
is about US$10 more than fob.prices 
Taiwan. 

But even at such an internationally 
competitive price, US$48 a tonne is a lot 
lower than the US$69 equivalent local 
refinery price (Portland cement) after 
government tax refund on export volu 
is taken into considerati&n. Sales ar 
municipal taxes on cement: total 8%. 
which the 6% sales tax is refunded. 

The main export opportunity is in small 
consignments to neighbouring count 
More than. half of Thailand's exports g 
Malaysia; the bulk of this from Siam 


Two of the three producers, allilisted ө 
the stock. exchange, recorded improve 
results in 1982 following a dismal ycar i 
1981 when earnings shrank markedly. fg. 


THAI PRODUCERS 


(Baht million} — 


Stam Cement 
Siam City Cement 
Jalapratham ponen 
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€ THE battle between cousins Andres 
Soriano, chairman of San Miguel, and its 
vice-chairman Enrique Zobel, for. con- 
trol of the Philippine conglomerate has 
had its share of unexpected twists and 
|. turns. But the biggest surprise has come 
with. Zobel's decision to sell most of his 
. personal shareholding in San Miguel. 
^^". One intriguing ty is that Zobel 
cand Soriano have done à. deal to protect 
San Miguel — one of the two traditional 
business oligarchies of the Philippines 
along with the Ayala group — from any 
encroachment, by Filipino-Chinese or 
even by the government of President 
< Ferdinand Marcos. 

' After intense positioning on both 
_ sides — sellouts and share transfers plus 
|: a sheaf of court proceedings and com- 
Je Paints to.the Securities and Exchange 

Commission, a supposedly crucial 
board meeting or February 23 came as 
something of an anticlimax, Most people 
had expected sparks to fly. between 
Soriano and Zobel (who is also chairman 






















had reason to, given the many challenges 
Zobel has offered to Soriano's running 
of San Miguel. But Soriano said he 
|. would try to a swer Zobel's various 
complaints, given where feasi- 
ble. Zobelii ed a motion ap- 
proving a. al management 
San Miguel with 
ation. After 
yf the follow- 












g day came as a a surprise, 
"Zobel disclos 


| ре paid to | 
purch se the largest partof his: own hold- | 


week of Zobel's initial splurge.) 
«oss of. Fébruary 28, there was no sign 

that Zobel had indeed unloaded а Бш 
the 180.000 shares he said he planned to 
retain (about 7 million shares qualify for 
a board seat). Philsec Securities, the 
Ayala brokerage firm, confirmed that 
there was a sell order from Zobel, that | 
А the price was Р 25 per share and that they 
"P would not be sold back to the Ayala 
companies Zobel purchased them from. 
. However, the only deal yet done is onc 
“block of just under 4 million shares, at 
| P28 a share. Meanwhile, Soriano's per- 
| nd corporate holdings in the brc- 
are now estimated at anything from 
>25 ot 40%. 



















Zobel bows out 





of the Ayala Corp.) at the mecting. They | 





Zobel said his decision to sell was bc- 
cause he was partially satisfied that some 
of his demands оп the release of corpo- 
rate inform on had been met. He said 


owers to the chairman and 
his 152 executi icers and not due to 
any personal grudge against his cousin. 


He wanted to lay to rest “coffee-shop | Р 
talk" that he was “taking advantage" of | 
Soriano's Health. (The San Miguel chair- | 
тап had a successful operation last year 
for. a^brain. tumour and continues te. 


undergo chemotherapy.) 
He also said his resources had: Peen 


strained during the month-long fight and: | 


that “the very people who stand to benc- 
fit by my actionis [minority shareholders] 
do not seem to care one way or the 
other." 

e. BUT as the San Miguel saga unravels, 
there is“ speculation that the entire 


episode may have begun as a means. of 


protecting one of the last traditional 
business oligarchies from any encroach- 
Ang. “challenge, 
‘Chinese or even the’ 
As a result of the battle, the two largest 
Filipino-Chinese | shareholders, | John 
Gokongwei (who has fought in vain four 
separate times for a board scat) and 
Ramon Siy (currently a director) have 
both sold their. voting shares; 
Gokongwei sold to Soriano and Siy to 
Zobel, 

Since mid-1982 vague talk has spread 
of greater government interest in buying 
San Miguel shares (some say Marcos 
‘himself was interested). despite (or be- 
cause of) the. friendship between the 
Malacanang Palace and San Migucl's 
new competitor, Asia Brewery —run by 
Marcos' friend Lucio Tan and report- 
edly losing money rapidly. During the 
early years of martial law the Marcos ad- 





ministration , dismantled most of the 


traditional economic. oligarchies, San 
Miguel and Ayala being thé two promi- 
nent exceptions. 

Given Soriano's health, analysts. say 
Zobel may have been actually trying to 
protect these traditional interests in the 
companies by bolstering control. The 
thoery goes that the personal fight de- 
veloped only when Soriano ventured 
that if Zobel wanted to protect the con- 
glomerate, he should sell his personal 
and corporate shares to Soriano. Zobel 
felt he was better qualified to preserve 
the tradition, or so the theory goes. 
Should Zobel’s holdings now move into 
Soriano's camp, the old family could 
control as much as of the company. 
effectively protecting it from any en- 
croaching buyer. 
e WITHOUT ри 









ting a single addi- 





whether by» Filipinos |. 
wernment itself: 













tional peso into Construction and D: 
velopment Corp. of the Philippine 
(СРСР), theg government has taken ove 








"telegated its Tonder 
hedámas. Rodolfo Cuenca; to the. r 
of small stockholder and lower-echelo 
Executive. He thus became the third 
alled “presidential” i 





















































when: ihe governinent was Stored t 
pump PI. billion into the construction 
firm to save it. In return, the government 
took 30% equity in CDCP. And while 
Cuenca retained the presidency, he 
yielded the concurrent post of boarc 
chairman to Trade and Industry Minister 
Roberto Ongpin. 

Cash-flow | problems . continue 
hound the cór struction firm i 
come declined. some of its projects wen 
bad and the debt-service burden becam 
heavier. In February last усаг. the gv 
ernment cancelled PI.2 billion o 
CDCP's obligations in exchange for 50 
ha. of the latter's Manila Bay reclama 
tion project. And in January this year, 
the central bank granted the construc- 
tion firm another P300 million in sof 
term financing. 

As it turned out, this was not nearl 
enough to reduce the burden inter 
payments had on, working capital, so. 
P3.9 billion of the debts was converted 
into equity.. The conversion: booste 
CDCP's capitalisation to P5.1 billio 
und, at the same time, reduced private 
sector holding to 6% for Cuenca and 4% 
for other investors. The rest of the own 
ership is now. distributed among variou 
government firms. 

Cuenca has yielded the presidency 
meanwhile, to Ongpin but was offere 
the newly created post of board vi 
chairman. From official statements, 
appears that the takeover is designed not 
only to free CDCP from debt-financing: 
charges estimated at between P750-820. 
million, but also to correct what is re- 
garded by the government as wrong de- 
cisions, 
© As planned by the Ongpin-led trium- 
virate, the construction firm will sell its. 
holdings in some 34 subsidiaries and af- 
filiates in order to generate revenues and: 
rid itself of non-moncy-making operi 
tions. It bas already sold i 
Galleon Shipping’ Corp. Luzoi 
doring Corp. and three others 

























Japanese exports: no longer an engine of growth? 





be single biggest question mark hang- 
ing over Japan's economic perform- 

1 1983-84 (which begins on 
April 1) will be exports, the major engine 
of growth during the past three decades, 
In January, exports on a customs-clear- 
ance basis dropped 10,6% from the level 
ofa year earlier. the 12th consecutive 
< monthly decline. 

; “Export letters of credit, ordinarily а 
harbinger of export contracts three to four 
months ahead, fell 5.1% in January, the 
13th month in a row that this indicator has 
dropped below year-earlier levels. For 
calendar 1982, the value of exports was 
8.7% down on calendar 1981, the first 
such decline in 30 years. 

Several factórs suggest this adverse 
| trend will continue, though at a slower 
rate of decline and with the prospect of an 
upturn during the second half of the fiscal 
year. One factor is protectionism. The 
Ministry of International Trade and In- 
"inda now réckons that some 30% of total 
Japanese exports are affected by a form of 
oluntary, restraint; gentlemen's agree- 
ment, quota or other restriction. 

In February, Tokyo agreed to extend 
Гога third year the agreement to hold car 
exports to the United States at-a level of 

68 million. It also agreed to reduce ship- 
ments of video tape-recorders and certain 
colour TVs to the European. Economic 
Community. The US Congress will begin 
debate soon on a bill requiring up to 90% 
of US-made parts in imported cars, which, 
if passed. could touch off a storm of re- 
taliatory measures both by Japan and the 
EEC, 
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engine sputters 


` Another factor influencing Japan’ $ ex- 
port performance will be the yen. From a 
low of ¥278 to 0551, the currency has 
now recovered to the ¥230-235 level. 
Most analysts expect it to strengthen 
further — perhaps reaching ¥210 by the 
spring. The majority of large companies 
can remain competitive at even stronger 
yen levels because of their superior pro- 
ductivity over Western rivals. Smaller 
firms, however, will continue to be bat- 
tered. 

Falling oil prices will also have an im- 
pact. If oil exporters face severe cutbacks 
in their revenues they will not prove as re- 


ceptive to Japanese exports or invest- 


ments as in the past. This, coupled with 
both protectionism and  recession-in- 


duced sluggish demand in the advanced ` 


industrial markets, means that export 
growth during 1983 is not likely to play a 
major part in overall economic perfor- 
mance. 

However, TE ranging from the 
Economic Planning Agency (EPA) to the 
Petroleum Association of. Japan regard 
any fall in crude-oil prices as beneficial for 
Japan's economy. The EPA forecasts as a 
result in improvement in Japan's terms of 
trade (the export-price index over the im- 
port-price index), a recovery in business 
profits and a stabilising of the yen- -dollar 
exchange rate. 

The present disarray within Opec came. 
to light after the government made its offi- 
cial forecast of 3.4% growth in Japan's 
economy for fiscal 1983-84. Projections 
around this level, including one of 3.3% 
made by Nomura Research Institute, 








were based on an oil price of US$33 a bar- 
rel. But Nomura has also estimated that if 
oil felkto US$25 a barrel Japan's real gross 
national product growth rate for fiscal 
1983-84 would rise to 4.475. 

Japan's trade surplus in calendar 1982 
reached US$18.2 billion, about USSI.8 
billion below fiscal 1981. The current ac- 
count showed a surplus of US$6.9 billion. 
According to fund manager Jardine Flem- 
ing: "Large capital outflows which under- 
mined the yen in the past few years are 
now bringing their fruits in the form of in- 
vestment income: Barring major interna- 
tíonal upheavals such às in the oil price, 
the progress is likely to continue and, in 10 
years” time, it would not be surprising if 
Japan were to have a surplus on the invisi- 
ble account but a deficit in the trade ac- 
count." 


f exports are unlikely to give much 

stimulus to the economy in the coming 
year, much the same ts true of government 
fiscal policy, givet restraints such as the 
budget deficit (REVIEW, Feb. 3). The 
most that can be hoped for is some relaxa- 
tion in official monetary policy. Some re- 
duction in’ domestic interest rates is 
looked for soon. 

The private sector has been clamouring 


‘for lower interest rates because plant and 


equipment investment throughout 1982 
каше largely stagnant, with the excep- 
tion of some notable outlays by large 
firms. Small and medium-sized enter- 
prises, however, have been hard hit by a 
number of problems. and their capital 
spending has been stagnant. The central 
bank, the Bank of Japan (BoJ), has re- 
mained adamant in its refusal to reduce its 
official discount rate, determined to make 
sure that inflation will not be rekindled by 
excessive credit. 

The Ministry of Finance and BoJ take 
pride in an estimated increase in 
wholesale prices of a mere 1.9% during 


the current fiscal year; with ‘consumer 


prices expected to rise year-on-year at a 
slightly faster 2.8%. Some analysts are 
even more optimistic for price levels next 
fiscal year. Tsutomu Nishimura, a senior 
economist at Sumitomo Bank, projects in- 
creases in wholesale prices at 0.8% and in 
consumer prices at 2.6% for 1983, Under 
these circumstances the central bank will 
tind it hard to keep the floor under interest 
rates — some reduction of those rafes on 
domestic money markets is likely to be 
seen shortly. | 
Unemployment, meanwhile. reached 
2.4% during calendar 1982, the highest 


level in many years. with October's figure 


of 2.48% higher than at any time since 
1956. Nevertheless, the various social and 
cultural safety nets built into both Japan- 
ese society arid business structures suggest 
that unemployment in Japan will not be- 
come a problem comparable with the di- 
mensions of the issue in the West — at 


| least in the foreseeable future. 





— MIKE THARP 
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There i is no doubt amongst leading top manage- 
. ment as to which publication is considered the 
. most authoritative in the region on coverage of 
. Asian business and general affairs. It's the Far 
. Eastern Economic Review by an overwhelming 
© majority! 





x inparalleled coverage! 
. No other publication in Asia or anywhere for that | 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don’t just 
take our word for it. Ask the people you look up - 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far East- 
ern Economic Review! 


xunequalled performance! 


Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its - 
_ present circulation of more than 56 ‚000 copies 
|» per issue. 























| performance. In fact the Review's circulatior 
. grown by a number larger than the total pres: 
_ day circulation of any of the publications wh 
Started during the years in question. | 


: A growing number of advertisers have (акеп fu 
advantage of this impressive growth. The Revi 
. has increased its ad page volume from 1 ‚458 

. 1978 to 2,177 in 1982. | 


. Advertisers know beyond question that the 
. Review reaches the highest concentration c 
. Asia's most important people. And they kno 
 thatasan effective advertising vehicle, its perf 
. mance is unequalled. 


For Advertisers who take Asia seriou: 


FAR EASTERN Il ECONOMIC | 








~ *Erdos & Morgan — Asian Executive Study 









The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern 
ment to mount а major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

"lease send contributions to the WW F 
National Organisation in your country or direct to 


WWF International, 1196 Gland, 
Switzerland. 
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The planned new runway at Cheklapkok is an 


early casualty of ео s budget clampdown 







nment chose thé 
esentation to an= 
med inevita- 
econd airport 
heklapkok, off 
latest esti- 
cost, at cur- 
K$34 billion 
assuming 10096 
керн» equit ~~ and HK$62 billion 
(including interest on-debt, assuming a 
3:1 debt-equity ratio). These figures do 
not include certain related infrastructure 






day after it 
| nounce what 
: ble: shelved 















nway second airport 
would have allowed the redevelopment 
of the valuable.urban. land оп which 
Kaitak airport stands, raising a substan- 
tial portion of the total cost of Cheklap- 
kok. Howeve the government has evi- 
it does not want to 





eoul's nuclear reaction 


South Korea hits back at a critical World Bank 


commit itself to the huge borrowings 
that would be required for the new air- 
port — unless there were to be very large 
cuts in housing апа related: spending. 
Earnings. from the sale of. Kaitak land 


would only come after the new airport 


was completed. 

It is also questionable whether. even if 
financing were itself no problem, the air- 
port would be either economically or so- 
cially justifiable. To be commercially 
viable, landing charges would have to be 
three times current levels, the govern- 
ment said. 

The decision not to go ahead also has a 
political element. Once, the new airport 
was seen as a confidence-building act of 
faith in the future of Hongkong. But in 
the current environment of Sino-British 
talks:about the territory's future, an offi- 
cial thumbs-dowrn to Cheklapkok may 


report on its atomic energy programme 


By Shim Jae Hoon 
Seoul: The South Korean Government 
and local nuclear-power experts contend 
‘that charges that they are overlooking 
“Safety aspects of their atomic power pro- 
. gramme in a headlong rush to expand ca- 
¿pacity (REVIEW, Mar. 3) are overblown. 
The views of the author of the contróver- 
sial World Bank report, consultant Salo- 
“mon Levy, are respected in Seoul, butex- 
"ception is taken to what is seen as a politi- 
cisation of the issue by anti-nuclear lob- 
byists. 

“Of course, we're still in the learning 
stage, but we're not doing too badly com- 
pared to other coüntries," said Lee Byong 

Ме, South Korea's atomic energy com- 
missioner. He claimed that the 1983 
budget of the Nuclear Safety Centre 
(NSC), which he would not de- 

‘tail, has been doubled and that the incor- 

. poration of the Korean Atomic Energy 

< "Research Institute and Korean Nuclear 
t; Fuel Development Institute into the Ko- 
‘urean Advanced Energy Research Institute 


cin itself a step forward in the government's 
effort to strengthen ‘safety measures. 
^ "Iam not saying that Levy's report is ir- 
: problems it raises are inher- 
hich we are well aware 
o improve," he said. 





But he wondered whether the report was 
“not too ambitious" in demanding quick 
application of post-Three-Mile Island 
safety requirements that, he said, have not 
been assessed and. implemented i in oer 


; countries. 


“Lee Chang Kun, head of the NSC's re- 


search and development department, said | 
950 plant designers, engineers, techni- | 


cians and others were trained in 1982 to 
meet “minimal requirements for adequate 
safety measures.” The result has won the 
approval of the US Atomic Energy Com- 
mission, he said. 

“Levy views our nuclear safety issues 
with American eyes and standards,” com- 
mented Lee, who objected to what he 
termed the "bad way of publicising Seoul's 
weaknesses." He claimed that in 
KAERI’s annual budget of about 
US$25.6 million, there were bound to be 













system as recommended. by the United | 
States’ regulatory agency, ‘for instance, 


| would require a safety-parameter display | 


all faut 












different priorities. A perfect watchdog | 
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meet the néeds 
well as doing m 
traffic. 
For the time being 


with its new бш 
taxes the government 
erately aiming to hold d 
tourist arrivals: an 
maximising earning 
Since studies d 





would use then 
“lion, for the “ti pply 
“spare parts and more field engine 
item he wants badly is a material-tes 
reactor, which costs US$70 million, 
an annual maintenance bill of anoth 
US$10 million. 
Both officials agree with Levy, h 
ever, that there is a long-term prob 
treating and disposing of radioacti 
waste. Each nticlear power plant can 
duce up to 1,000 drums of radioa 
waste a year. Since South Korea's 
» operating plant at Kori has now bee 































| ning. for four-and-a-half year 


drums containing residue та 
laundered clothes and items expo 
radioactivity have piled üp. 
“nated clothing is washed before the w 
content is evaporated, leaving only s 
ment contained in the drums; which à 
sealed with asphalt and cemented.) 
With two more plants shártly going 
full operation, the problem of stori 
more and more of these drums 
warehouses could become serious. 
Taiwan, which has four operating uni 
the problem was solved by evacuating 
people from a thinly populated island and 
systematically burying the drums there. 
Despite the cost, such a solution is.app; 
rently being considered by nuclear ех] 


Divoas the ove 
hamstrung by lack и 













a along,” said Lee Byong Whie. 
he pointed out that “the US has more. | 
jan. 3,000 atomic-energy specialists and 
ieir nuclear regulatory commission is 30 
mes, even 100 times larger than ours. 

ut this was still not enough to prevent the 
ree-Mile Island accident, he said. 

At least one beneficial effect of Levy's 
report is increased public awareness. of 
fety problems related to the nuclear 
power programme, which has so far re- 
ceived only scant publicity im; South 
Korea. Because of security threats from 
he North and the popularity of thé gov- 
nment’s ‘policy of economie. develop- 
nent at all costs, South Korea has so far 
nown no anti-nuclear campaign nor en- 
vironmentalist agitation. 

But with the country edging towards the 
gross national product. per capita of 
U$$2,000 that Lee Chang Kun believes is 
needed for an indigenous anti-nuclear 
ovement to take shape, the government 
is publishing a brochure explaining to 
ymen how a nuclear power plant works. 
is brochure is for distribution among 
vil servants, MPs, students, intellectuals 
nd. other opinion-makers. ... 

ile, two nuclear power, е 
























































by ‘col try and date everything 
at has appeared in the Review. The 
index is available. оп a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically.as soon 
‘as. it becomes available: А vital research 
“tool, the Review index will save hours of 
;neédless searching for information. 
"ORDER YOURS TODAY! Only 
-HK$115 (US$20) for 4 quarterly issues. 
„Just complete the coupon below and 
“send with your payment. 
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| auditors, 
| ment, headed by managing director James 


> who took over. the problem-ridden. com- 
| pany early in 1982 
а Baht 210 million reserve be set aside for 


An importat Thai hote roup tries to roi back on its 
feet via a financial restructuring package 


| By Paisal Sricharatchanya 
Bangkok: Plagued with heavy losses over: 


the past two. years, particularly in 1982, 
hotel company Rama Tower has em- 
barked оп à major financial restructuring 
package designed to get the company back 


| on its feet, Rama, an "authorised" or sec- 


ond-line stock оп the local stock ex- 
change, is selling off the Rama Tower 
Hotel plus an adjacent piece of prime 
property in downtown Bangkok for Baht 
700 million (US$30.4 million), as well as 
off-loading other property in Bangkok 
ang the northern province of Chiang Mai. 
It has also negotiated пае re- 
payment on HK$33.7 million (USSS.1 
million) offshore receivables arising from 
the untangling of a complicated equity. re- 
lationship: with Hongkong-based Carrian 
investments. Proceeds from the property 
sales and the Carrian receivables will par- 
tially pay off the company's debt — Baht 
1.3 billion at the end of 1982. | 
This wholesale rationalisation at Rama 
Tower underscores the extent of the finan- 
cial deterioration during the past few 
years under the chairmanship of Suthi 
Noppakun, an entrepreneur known to 
have close personal links with Thailand's 
former deputy prime minister and 
economic overlord Boonchu Rojanastien. 
For much of the past decade, Suthi served 
as No. 2 at the then fast-expanding PSA 


group of finance, services, manufacturing, | 


trading and publishing companies headed 
by entrepreneur Paul Sitthi-Amnuai. 

After the two severed their relationship 
їп 1979, Suthi bought a number of com- 
panies, including Rama: Tower,” from 
Sitthi-Amnuai and set out to expand: his 
own business empire. Thisculminated in a 
more than Baht 600 million investment in 
Rama Gardens, a. 370-room hotel near 
Bangkok's Don Muang airport financed 
largely by borrowings, officially opened 
last. April. 

But few of the Rama Tower group's re- 
cent ventures have been successful. For 
instance Rama Food, which operated a 
chain of Thai-style. fast-food shops in 
Bangkok, turned out to bea mini financial 
disaster. It was eventually closed down in 
1982 while three other loss-making enter- 
prises — two life-assurance companies 
and an air-cargo firm — were sold off. 

Pending final approval from company 
Rama Tower's new manage- 












Stent, a former Crocker Bank executive 
‘has recommended that 


consolidated group losses in 1982 — the 
first time such. consolidation: 


отаде. The. parent. i 
| posted a Baht 100 million lo du 





first nine months of 1982, a huge iricrease 
over the officially recorded Baht 1:6 mil- 
lion loss in 1981. 

A senior management executive attri- _ 
butéd the enormously increased losses to 
substantial interest payments on outstand- 
ing loans plus the fact-that “we stopped ac- 
cruing interest on loans to related com- 
panies and some friendly" companies 
since April 1982." 

For some time, the management has 
realised the need to sell its Rama Tower 
hotel property — which is situated in à 
prime location in Bangkok's Siloni finan- 
cial district — in order to reduce the debt 
(and interest) burden. An. ambitious 
US$200 million scheme was conceived in 
1982 whereby a new company would pur- 
chase the present Silom site. and turn it 
into a grand hotel, convention centre and 
shopping complex: 

_ Stent toured the region to promote the 
project but there was insufficient backing 
from potential investors. Not only was it 
conceived at an inopportune time — when 
the Hongkong property market was plum- 
meting — informed sources said that po- 
tential foreign investors voiced scepticism 
over its excessively. high projected costs, 
the architectural design and the proposed 
equity link between Rama Tower and the 
new company. 


Ithough Boonchu has to date persis- 

tently denied any direct shareholding 
in Rama Tower, his accompanying of the 
promotion mission reflects his personal in- 
terest in the. project. апа demonstrates 
Rama Tower's desire to capitalise on. his 
contacts in the regional business commu- 
nity to raise the necessary funds. The 
REVIEW was told that at a later-stage, the 
Bangkok Bank, where Boonchu once 
served as president, made it clear that its 
involvement in the scheme would be con- 
ditional оп Boonchu being made chair- 
man of the.new company. The project was 
later abandoned but.Boonchu is under- 
stood to have taken a personal interest in 
Rama Tower's latest moves to unscramble 
its problems. 

After the project was scrapped, Rama 
Tower opted for.a consortium of two corn- 
panies related to the Holiday Inn hotel 
group. А 120-day option agreement was 
signed at the. end of 1982 to sell the Silom 
property (incliding the: hotel plus 5:3 
acres of prime land) for Baht 700 million, 
representing a more than Baht 300 million 
capital gain (for Rama Tower). 

The: management source. told the 
REVIEW that the agreement, due to expire 
at. the end of. April, is proceeding. 
smoothly, but even. if the. deal eventually >. 





represent the 
of complicated 
Rama Tower and 


sight mote than 3.1 mil- | 


i ah es of Carrian (at HK$16 a share). 
ransactions were of roughly equal 
-at prevailing exch 
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(REVIEW, 
Маг. 3). But a. nagement 
Source explained t 


the deadline an he ebt partly in 


ts in the United | 


о > which Ката 
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creditors аге е 

mid: -year, leavin 

million: in long 

^state-run Krung 

Krung Thai, having bought a massive 


'...'€ross section of shares'to cushion the im- 


pact of the 1979 stockmarket crash, is now 
in effect the largest shareholder in Rama 
Tower, owning 19.996 of its total of 
ightly more than 8 million shares. 
It appears that the remaining debt can 
be comfortably secured on the Rama Gar- 
_< dens property, which is valued at more 


sethan Baht 600 million. But the crucial 


uestion is whether this hotel can main- 
ofitability to gradually turn the 
y into the black. 


е given: the prospect of a 
зоною d gioi loom. ü 


skedtoextend | 
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Hongkong Telephone Co. has ап- 
nounced net profits of HK$290.6 million 
(US$44 million) for the year ended Dec. 
31. 1982, à 7% increase over the 1981 fig- 
ure of HK$272.1 million. The result was 
below stockmarket expectations. «The 
company said income fell HK$14:T mil- 
lion short of the level permitted under 
the Hongkong Government's scheme of 
control. whereby the utility's maximum 
permitted return on shareholders' funds 
is 16% after tax. Despite the shortfall, 
reflecting perhaps higher operating costs 
and lower-than-expected earnings, com- 
pany chairman George Ross said the 
current scheme did not suit present con- 
ditions. The company had asked the gov- 


Scooping up profits 


Unconsolidated net income of Komatsu, 
Japan's largest — and the world's sec- 
ond-biggest — construction-machinery 
maker, increased by 19.1% to ¥32.4 bil- 
lion (US$139 million). in (1982. Total 
sales rose 15% to ¥652.6 billion as ex- 
ports, mainly to the Middle East, Africa 
and Asia, went up by 35.6% and com- 
pensated for a 9% drop in donéstie sales 
hurt by cuts in public-works spending. 
The yen's depreciation during the period 
also contributed to the increase in net in- 
Per share, net income was 
340.53, up from ¥35.28 the year before. 
The dividend was unchanged at #8. 

For the current term, the company ex- 
pects a lower profit às it is doubtful of 
any increase in exports, especially to oil- 
producing countries, owing to lower 
ctude-oil prices and the yen's expected 
recovery. — KAZUMI MIYAZAWA 


Reversing fortunes 

Big Australian mining group CRA Ltd 
suffered a loss of AS17.5 million 
(US$16.9 million) in the year to Бес. 31, 

1982, a sharp turnaround from the profit 
of A$19.5 million earned during 1981. A 
strong improvement in the group's per- 
formance in the second half of the year, 

which resulted in a profit of A$15.6 mil- 
lion, trimmed back a first-half loss of 
A$33.1 million. Group revenue during 
the year was A$1.9 billion, up from 
AS1:8 billion the previous year. 

The second-half recovery was helped 
by an improved performance at its 
Hamersley Holdings subsidiary, as well 
as the rebound in aluminium, gold and 
silver. prices during that period. A 
lacklustre record in the lead, zinc and 
copper business of CRA subsidiary Aus- 
tralian Mining and Smelting, which 
chalked up a total loss of A$51.6 million 
during the year, was mainly. responsible 
for dE 5 poor. 1982 oN. Among 





: P207.1 million. 


and types of equipment w wo 
under the scheme, ^5 

The board will recom 
vidend of HK$1.05 a sh 
total payout of HK$1.55 
increase.of 10% over 1981 aft 
for a one-for-10 free serip issue 
1982. Another one-for-10 
is to be recommended, tho! 


its expenditure accounts, the depri 
tion provision rose 13% to A$236.8 m 
lion, while the interest bill increas 


recommended. a final dividend о P 
cents a share, lower than the 

paid in 1981, There was no 

out this past year., 


The higher cost of sales did n. рт 
Fuji Photo Film, which controls: 
the Japanese film market, f 
ing its net profit by 1695 
(US$245 million) in the finane 
ended Oct. 21, 1982. The record p 
level was reached on stable price 
materials and a decline in the Japane: 
currency's exchange rate that ma 
for increased research-and-developinei 
costs and depreciation expenses. Tot 
sales went up 12.9% to 3587.4 billio 
with photographic products accounti 
for 49.5% and business-purpose m 
rials 38.6% of total turnover... 

Net income pershare was € 15i 
from 3144.49, while | dividen 
amounted to 8.50, up from Y 7:50. 

—KAZUMI MIY 


Down on weak metals. 


Unaudited net income.of Lepanto 
solidated Mining. one of the Philippine: 
leading producers of copper co 
trates and gold, fell to P23.1 millio 
(US$2.4 million) in 1982 compared with: 
P40.9 million in 1981. The drop was at- 
tributed to lower metals prices. On aver- 
age, Lepanto got 69 US cents a Ib for its 
copper exports and US$375 an oz for its 
gold exports in 1982 compared with 
77 cents a Ib and US$440 an oz respec- 
tively in 1981. For the current year, the. 
mining firm said that if existing. coppe 
and gold prices were maintained up 
December and in view of cost-ctittin 
measures adopted, it expects to ear 
ЕО GONZA 
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: ai Ian " | Aust. All-Ordinaries Index: 

the good at 2,906.65. Brokers attributed the continu- | Feb. 22 50 

-| ing up-trend to a number of factors, including the | Féb.23- 48 

"оп the the final day of the | firmness of tin and rubber prices, growing hopes of re e S 
ite the correction — thought | an economic recovery both in the United States and Feb. 28 A6 
Malaysia and a further upward lurch on Wall Street. | Change on week ш. mtt 






TOKYO: Blue chips bégan weakly on thin volume, 
setting the tone for the market, but then gathered 
period. Fuelling. the buying was Wall Street's strength to lead a broad rally. Brokers lost appetite 
strength, reflecting the present dominance of exter- for speculatives and took ‘their direction from Wall 
nal factors. The market took the budget of Feb. 23 in | Street, which was undergoing a vigorous advance. 
its stride. Comfort was taken from the fact that there | There was also optimism for the Japanese economy 
were no direct tax increases. in general and energy-serisitive shares in particular as 
a; : prospects for a sharp.decline in oil prices became 
MANILA: Negotiated deals in San Miguel shares | more plausible. The Nikkei-Dow Jones Index raced 
amounting to more than P3.9 million (US$415,000) | to 8.085.57 points, up nearly 100 points, on mixed 
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Feb. 25 highlighted stockmarket action inthe Feb. | volume. Самое rowery 243 ` 57 
22-28 period. It was unclear, though, whether they А Союз б) 239 — ^ «0A 
Were part of the 500 million-worth of San Miguel | SYDNEY: substantial falls in the gold price under- | суд т. 
shares which Enrique Zobel had promised to unload | mined the partial recovety of Australian share prices, | cwwee^umwa © пе сав 
in what seems to be а disengagement from his "fight" | with the All-Ordinaries Index closing 6 points down срамат. He GM 
with Andres Soriano for control of the brewery- | on the period at 498.8 points. Further falls are ex- | навел «эю ^ 29 
based conglomerate. Regular sales of San Miguel | pected. Lacklustre trading for most of the period was by ocn ime 11 

res that same day totalled P 18.5 million, though capped on Feb. 25 by a rise of 10.7 points, following | tetessecon 3865 А17 

e share price was P6 lower than in the case of the | the lead set by Wall Street. Earlier trading had been онных Mm Mi 
‘negotiated deals. There was brisk activity in seldom- | adversely affected by speculation over results of the Navona ви =. E 
‘traded AGP Industrial, a recent dividend payer. Їп | Mar. 5 general election, with: most members of the | nor Bronwen ru RES a 
oils, investors appeared to have discounted news | securities industry tipping a Labor Party win. sd ju - 225 
bout the Matinloc 4 offshore well being dry. | б р туе у CE Samos 4.20 53. 6 
NEW ZEALAND: strong buying interest reap- | Trorcsnawonesetans з з” 
BANGKOK: The market held firm in steady turn- | peared and pushed prices higher across the board. | Westernsinng 373 14 
over during the period, shortened by a holiday (Feb. | Demand was such that though daily volume has been ics |. 
28) despite a couple of unfavourable developments. | fairly high, scrip remained in short supply. A certain i 
The first blow came in news reports saying that | amount of takeover and partial Ма activity contri- POP 
amendments to the law creating the Securities Ex- | buted to already high investor liquidity and has not | HONGKONG S 
change of Thailand would now go through the usually | helped ease the scrip shortage. Fletcher Challenge m "aen ы 
circuitous parliamentary process rather than through | has now-given the go-ahead for its one-for-three Hang Seng Index ' : 
the cabinet. Then came unexpectedly low.earnings | rights issue, with the first instalment of 40 NZ cents | Feb.22 | gx 
figures from some listed corporations, Siam City Ce- | (29 US cents) due on Apr. 20. An active market is ex- Feb. 23 < 99: 
ment announced a dividend of Baht 22 (98 US cents) | pected to develop with rights prices significantly sed өм = 
a share, a disappointment to punters anticipating a | higher than earlier expectations. Feb. 28 102 
much bigger payout in view of 1982 earnings of about Change on week +3. 
Baht 50 a share. Average daily turnover was Baht TAIPEI: News of falling oil prices fired up the mar- Fob.28 — "hchange 
57.5 million. The Book Club Index lost 3:97 pointsto | ket. The average weighted price index ended the | .mestotets ies! dees 
‘elose at 110.48. р period 33.33 points higher at 514.11, its highest since | лаза 305 — Qa 
-— t March 1982. Issues which will directly benefit from | est^ 35257... A 
: SINGAPORE: The correction expectéd:by some | loweroil prices, such as plastics and textiles, were the | cheung kong procu eke 
- analysts failed to occur and the market maintained its. |. most buoyant. Analysts said easier availability ofcre- | Сеен 1500 = 


Cone 2.195 +68 
Eda inv Suspended 226 
F E Consortium 077 -5 
F-E. Hotels. М k : 


dit also brought investors back to the market. Avere 
age volume doubled to NT$1.27 billion (US$31.8 
million). | 


recent surge. Fraser's Industrial Index. closed the. 
period at 4,609.07, up 130.58 points on 2,92%. Vol- 







srest from individuals and in- 
stitutions alike. Broad-based süpport took blue 
chips. commiodity issues and speculatives higher arid 
Fraser's Industrial Index finished the five sessions to 
Feb. 28 more than 87 points — or about 3.1% — to | 
















570 


NEW ZEALAND Im 
NZUCIndex 














7,918416. 





0.0024 
0.001 
830 
915 
1330 
А 630 
Phánc-B 0.24 . 
37.00 
Phil Overseas 0026 
Piorwer-& 0.001 
Podco-B 9:0028 
бал Mquei-8 2150 
W Minolco-B. 0.001 


SINGAPORE J 


Fraser's industrial Index 


Feb. 22 4,465.51 
Feb. 23 à "un ;,-4,480.20. 
Feb. 24 4,507.63 
Feb.25 А . 4571.00 
Feb. 26 4,609.07 
Change on week +2.92% 















This comprehensive listing of 


Hong Kong's top people with: 
photos has now been updated. 


In compiling the names 
included in this book, the 
editors and researchers 
selected those figures who are 
leaders in their fields; in 
business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, kdo 
and other spheres. 





Over 1,500 individual names 
and addresses, most of which — 


are illustrated by. photo- 
graphs, make this à valuable 
reference book and an up- 
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ence book for ‘businessmen ^. 
overseas interested in the 
affairs of the Colony. 


The book also catalogues 
major Government depart- . 
ments, Counsuls, Trade Com- 
missioners, Associations, 













_ Clubs, Societies, and the 





media with a wealth of 
information on the people 
involved in these institutions. 










Тот ЗЕМЕ Publication Division 
‘Tong Chong St., Quarry Bay, Hong Kong. 


5: Yes, t would like to order a copy of Who's Who in Hong Kong. 
f enclose my cheque for. $200 (or: multiple in event of plural order). Postage of 
Surface mail for overseas order is 16/сору. 
`: Please make a cheque payable ta SCMP, 


-Sar Farey -Concourse 
Bookmart 
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t the door of the. Се fal гапи | 
Academy in Peking stands Patricia | the evening' s performers. 

Wilson, who efficiently directs each arri- propriate costume is virtually mandatory 
val to collect a miniatire bottle of White | in any Chinese performance where a 
Horse whisky from one of the cardboard |. foreign cülture is being portrayed, like the 
cartons on a table behind her. Wilson, a | period dress and white make-up used in 
ight, intense woman n her mid-30s, last September's production. of Га 
has for several years been. an editor at Travíata, or the black body-stockings 
i and grass skirts worn by actors imper- 
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B= ns’ audience at 
“| does. not make politi 


e scotch was: flown t China tatis Canadian Scot named John cCallui particularly 
he poet's 224th birthday by the | an adviser to the Xinhua. sagency, © flavour. 
Hongkong conglomerate -of Jardine who drew giggles from the audience of 
ш as a gesture М 

dts Scottish. origins. 
‘And Burns Night this y year 
was sponsored by several 
of the most prestigious.. 
nguage institutes in Ре-- 
king, and approached the 
proportions of. а gala 
affair. About 800 people í 























Th Lr began | 
h the skirt: of the pipes 


, à blond, pale young. 
п in knee breeches, 
amed Matthew Hender- 
son, who hails from Edin- 
burgh and is studying 
Chinese language and 
archaeology at Peking 
University. 
Henderson solemnly 
piped onto the stage Prof. ^ 
Yuan Кеја, an English- ] 
language scholar from the T 
Institute of Foreign Lit- 
erature, who took a ritual 
glass from a full-sized bot- - 
Пе оѓ White Horse in a--] 
toast "to the immortal 
memory" of the poet. = 
“Burns.is great just because he i is 50 ordi- ' 
nary,” Yuan declared with a well-honed: 
mid-Atlantic accent. "He's just like all of 
us. He loves what we all love, and hates 
what we all hate. He stands for the 
democratic spirit." 
As the professor spoke, a creditable | 
portrait of Burns, painted for the occa- 
sion, was lowered on wires from the scaf- 
folding over the stage, to hang like a: 
© somewhat pallid and melancholic angel: 
“over the performers throughout the: 
evening. 
` The first Burns rendition of the even: 
ing was Epistle to James Smith, a cocky 
lament on the plight of the poet, recited 
in Chinese by an actor named. Lei: 
Qusheng, who: was dressed in a capa- 
cious double-breasted brown suit. West- 
































































“compulsively modest Chinese by striding 
| onto the stage wearing a kilt. He pro- 
| ceeded to tell his listeners about the ori- 
gins of his garb. Having informed them 
that the kilt itself was a sort of unisex gar- 
| ment among his forebears, he explained 
that the sporran is "where you could. 
carry, for example, your. work-unit 
card,” the green-sheathed identity docu- 
ment that is proof of one's existence and 
purpose in China. 

“In Scotland, of course, the only units 
we've got are the Black Watch and the 
Argyll and Sutherland," -MéCallum 
added. “St Andrew," he continued, 
| holding aloft the gold medallion that was 
hanging on а chain around his neck, 

was the patron saint of Scotland, in the 
-way that you could say Norman Bethune 



























China. 
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else but in 



















ence wondered, might Robert Burns be 
а seminal poet in 1983? 
























sonating Africans i ina recent ру solids the. patron saint of China." No more 
than ‘a-doubtful titter rippled across the 


McCallum's remark. One 
kes in China, 


religious 






ones: wi 


US 


Several poems were sung by: a robust 


young woman from the 
Central: Conservatory of 
Music, whose vigorous de- 
livery was infused with the 
rather gloomy, Russian- 
inspired operatic style that 
has influenced much of the 
music performed in China 
since the 1950s. A Scottish 


,'eountry. dance was pet- 


formed by eight students 
from the Foreign. Trade 
Institute, and an elderly 
professor of English read a 
report on his visitlast sum- 
mer to Scottish poet Hugh 
MacDiarmid's widow on 
the Isle of Skye. 
Two splendidly canine- 
looking actors performed 
а humorou adaptation of 
Burns’ Twa Dogs, in the 
style of the Chinese 
xiangsheng, or ‘crosstalk. 
And Lin Lin, the vice-pre- 
sident of the Chinese 
People's Association for 
Friendship with. Foreign 
uncompromts- 

















Mao suit, raised a gla 

the airlifted scotch: in 
another. toast to Burns. 
The bard's greatness, he 
declared, “lay in the fact 
that he skilfully used the 





Scottish ballad form to communicate the 
workers’ demand for revolutionary 
change.” He thus invited Burns into a 
select company denied to the likes of 
Conrad, Yeats, Joyce, Lawrence and 
Faulkner but including Dickens, Jack 
London, Howard Fast and Herman 
Wouk — the pantheon of approved 
foreign. writers published today in 


Bi Suowan, a stocky, greying man 
with his hands jammed in the pockets 
of a sharkskin raincoat, recited four of 
-his recent poems — which he said were 


Burns’ writings. Where 
China, some in the audi- 


— FERGUS BORDEWICH 
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Make your 
reservation 
to stay 
in style 


With just one call we can immediately con- 
firm your reservation to stay in style, in any 
one of the more than 400 Sheraton Hotels 
worldwide. 

We do it with our sophisticated on-line 
computer reservations system. So with one 
call, your questions are answered, your res- 
ervations and requests are confirmed, and 
you can even book a year in advance. 

So call Sheratons Reservatron Ill now. 
And make your reservation to stay in style 


VIENNA, AUSTRIA 
BRUSSELS, BELGIUM 


0222/54-21-32 
02/219-45-96 


COPENHAGEN, DENMARK 01/19-17-00 
LONDON, ENGLAND 01/636-6411 
PARIS, FRANCE 06/079-2800 
DUBLIN, IRELAND 01/728188 
MILAN, ITALY 2/654051 
AMSTERDAM, 

NETHERLANDS 020/43-48-74 
OSLO, NORWAY 02/41-69-95 
BARCELONA, SPAIN . 03/317-50-68 
MADRID, SPAIN 01/401-20-04 
STOCKHOLM, SWEDEN 08/22-94-55 
GENEVA, SWITZERLAND .022/210093 
ZURICH, SWITZERLAND. . . 01/302-0828 
DUSSELDORF, W. GERMANY .0211/498921 
FRANKFURT, W. GERMANY .0611/295306 
HAMBURG, W. GERMANY .040/442597 
UNITED STATES 800-325-3535 
HAWAII 800-342-1541 
EASTERN CANADA 800-268-9393 
WESTERN CANADA 800-268-9330 
MELBOURNE, AUSTRALIA 63-6741 
SYDNEY, AUSTRALIA 29-2222 
SINGAPORE 235-4941 
OSAKA, JAPAN 06/314-1019 
TOKYO, JAPAN 03/264-4270 


MEXICO CITY, CANCUN 


Sheraton Hotels 
Worldwide (©). 


t local Sheraton Hotel or y 


(905)-533-4722 


Or call you: ur travel agent 
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LETTERS TO THE EDITOR 


The lessons of lending 


The documentation [REVIEW, Feb. 17] of 
how ostentatious prestige projects have 
sapped the resources of the Development 
Bank of the Philippines (DBP) was solid 
and thoroughly professional. But your 
magazine should be specially commended 
for notbeing content with a recital of facts. 
The article goes on to give the significance 
of what squandering DBP assets means: 
“For the next five years, at least, the bank 
may have to act more like a commercial 
bank than a development bank in terms of 
its lending policies, if it is to stay afloat." 

DBP in short has undergone a qualita- 
tive change. Today's DBP can no longer 
serve small farmers, fishermen or agricul- 
tural producers. Debilitated by demands 
of film extravaganzas, conventions and 
balls, DBP has been reduced to a 
pawnshop for financially troubled hotels. 

It would be instructive to estimate what 
diversion of DBP resources has cost in 
terms of production lost, farms left fallow, 
economic opportunities missed and so on. 
There is also a human cost. As DBP re- 
sources were siphoned off elsewhere, 
thousands of families found themselves 
economically trapped, unable to increase 
incomes, send children to school or build 
houses. 





АП this experience, however, need not 
go to waste. DBP's experience could con- 
stitute a useful addition to the sheaf of 
case studies that Asian Institute of Man- 


agement students in Makati plough 
through. For the DBP case illuminates the 
subtle but real corrosion that occurs in in- 
stitutions and charters within an au- 
thoritarian setting. 


Serdang, Selangor IBRAHIM MOHD ALANG 





Socialism for Hongkong 


Adrian Chan (Letters, REVIEW, Feb. 17) 
looks at the future of Hongkong within 
too narrow a framework. I believe that 
China's initiative to develop Shenzhen as 
a viable free-trade zone under socialist 
jurisdiction is an attempt to show the 
world, particularly the British Govern- 
ment, that it is capable of dealing with 
Hongkong in a similar way — as a special 
economic zone within Chinese society. In 
fact, this was the opinion expressed by 
many during my visit to China recently. 

It is true that China's socialist legal sys- 
tem is not necessarily compatible with 
Hongkong's present system. Neverthe- 
less, many would believe that the present 
open-door policy of China and its moder- 
nisation programme could be made flexi- 
ble enough to accommodate tiny Hong- 
kong within the vast expanse of China, 
without necessarily disrupting the normal 
functioning of the territory. 
Bangalore. India 


Manila's skin-flicks 


As a teacher of 32 years from Austria, re- 
visiting Asia, I was appalled by the justifi- 
cation of Philippine Government sponsor- 
ship of pornographic film exhibits as an 
educational exercise by Mrs Imelda Mar- 
cos [REVIEW, Feb. i7] saying that wide- 
spread display of what Americans call 
"skin flicks" would contribute to the *pro- 
cess of maturity" of Filipino audiences. 


‘VIRAK’ 





This is not a novel statement, of course. 
But up to now, the claim that pornography 
contributes to what is “good, true and 
beautiful” has been largely confined to 
sleazy X-rated movie stalls of Times 
Square in New York or the Reeperbahn in 
Hamburg. 

Now that Mrs Marcos elevates this to a 
principle of her so-called “city of man,” I 
must confess to a deep feeling of sympathy 
for the many brilliant and dedicated 
Filipino educators I know who, when in- 
evitably confronted by this educational 
perversion at professional meetings, will 
squirm with well-justified embarrass- 
ment. 


Singapore Dr KATARINA HERZOG 


Tailors and sailors 


Some fascinating bits of East-West corres- 
pondence and confusion come from 
sailors of the old Asiatic Fleet. For in- 
stance, the following is a verbatim letter to 
the Ship's Service Officer of the cruiser 
USS Augusta from Chang-Kee, Naval 
Tailor. of Shanghai, written on January 
23, 1934: 

How do you do, Sir? With this few 
lines I have that honor to take the liberty 
to ask kindness of your permitting me to 
introduce to you one of my acquainted 
Chinese lady for your mate when you ar- 
rive in Shanghai, as I think, Sir, it is neces- 
sary to keep a company with a fair sex dur- 
ing your stay here. As to the application 
she is young under twenty, from the high 

































- CPT shows how your word processor 
.. oftodaycan be the first step to 


. your automated office of tomorrow. 


ord processing has taken the 
business world by storm. 
Offices large and small are dis- 
covering this great step forward over 
ordinary typing. 

Unfortunately, thats where most 
people stop. 

They ve accepted their new word 
-processors as “fancy typewriters: They 
© don't realize they're on the threshold 

of an even bigger idea —called office 
- automation. 

CPT has long recognized this poten- 
tial in the office. That's why all CPT 
word processors are designed to let 
you add new powers —a step ata time. 

Start with СРТ entry-level word 
processor and expand your system later. 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. diii 


"Now there isn't a de- 
partment in our om- 











k lets your СРТ word 
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talk" to nearly a thousand different office devices, including mini and 
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processors A 
main frame computers, other word processors, phototypesetters and OCRS. 


Your different departments will 
soon discover the computer power 
of an advanced word processor. CPT 
software will let them do complex 
math, sort files and make up new lists, 
as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 


pages of additional information each. 

For larger systems, the CPT Word- 
Pak II™can store over 11,000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is СРТ s new Office Dialog Link? 

Unlike present "networks" offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So what starts out to be a better way 
to type — is in reality a better way to do 
business. And thats what "office auto- 
mation’ really means. 


Mail to: CPT Corporation 


C3 Please 






C/O Davidson and 
Partners Ltd. 

PO. Box K-1017 

Kowloon, Hong Kong 






xi me your 


free booklet: CPT Shows You Hou 
To Get Into Word Processing — А Step At A Time. 
CI Ed like a CPT sales representative to call me. 
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Address s 





City ec t OA 
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] CPT takes the mystery out of word processing. 
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Specifications subject to change without notice at the discretion of CPT. 
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Worldwide: 
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English, she is nicely constructed, a beau- 
tiful and gently girl. For my recommenda- 
tion her accompanying you will not cost 
anything other than monthly expenses, 
namely boarding and whatnot, if you will 
be kind enough to accept my introduction. 
I shall be responsible for damage caused 
by her, will you trust me? Take her as my 
present Sir. She will be showed to you, 
and will connect with you, when you ar- 
rive here, provided you accept her. As to 
my person and manner, you will be, well 
informed, if you will enquire of Mr. "Wil- 
lard Smith, 151 Electrician, and Mr 
George Meade, 1st Gunsmith, both of 
these gentlemen in USS Augusta. 

Being an expert and well experienced 
tailor, most of Naval Officers were served 
by me satisfactorily, since I am business 
circumstance I serve sailors as well, in fact 
I am officer tailor, so, my kind sir, when 
your returning to Shanghai, kindley as you 
promised me, favor me a pass for officers 
services; otherwise a pass for sailors ser- 
vices will never come wrong to me also. 
Hoping I am able to serve you soon, favor 
me a reply. Give my best wishes to you. I 
am, your faithful tailor.* 

Also, the following note was copied ver- 
batim from a notice posted in a Japanese 
police station in the 1930s: 

1. Atthe rise of the hand policeman, stop 
rapidly. 

2. Do not pass him by or otherwise disre- 
spect him. 

3. When a passenger of the foot hove in 
view, tootle the horn; trumpet at him 
melodiously at first, but if he still obstacles 
your passage tootle him with vigor and ex- 
press by word of mouth warning, “Hi, 
Hi.” 

4, Beware of the wandering hourse that 
he shall not take fright as you pass him by. 
Do not explode the exhause box at him. 
Go soothingly by. 

5. Give great space to the festive dog that 
shall sport in the roadway. 

6. Avoid entanglement of dog with wheel 
spokes. 

7. Go soothingly on the grease road as 
there lurks the skid demon. 

8. Press the brake of the foot as you roll 


around corner to save collapse and tie-up. 


San Francisco F.C. BROWN 


In Focus 


I read with great interest your FOCUS on 
Asian shipping [REVIEW, Feb. 10]. I must 
congratulate you on the most excellent ar- 
ticles. 


Hongkong C. H. TUNG 


Star performance 
In Boost for a star performer [REVIEW, 
Feb. 3], the readership of The Star of 
Malaysia was given as approximately 
100,000. We believe you intended to mean 
circulation figures. Our latest readership 
stands at 374,000, according to the find- 
ings of Survey Research Malaysia for July 
1981-June 1982. LEE YEW MENG 
Advertisement Manager 


Petaling Jaya The Star 








| breed, and well educated, speaking good | [ 
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cad as one o ithe toughest politicians | n the: new рее 

. And with Bill Hayden, ousted as Labor leader by Haw! 
ust before the election, named foreign minister, Asian | 
yin мола: where ties with Australia may be 


isabel aoe. re- 
ри China raises 





ing u 
‚у 


ablishment of dip- | 
lomatic relations with Ivory Coast 
is a blow to Taiwan — and the 

| wording of the communique may 


be a warning to Hongkong. 
Pages 41-76 


Hongkong investors should set | 


their hearts at ease, Deng Xiaop- 
three But 


Ad | ease. FOCUS 


Page 
he non-aligned summit meets 
with the. Cambodia seat empty. 


4 But Asean counts this as a minor | 
victory, and China continues its | In 
in Mongolia. 


| support for the movement. 


Page 78. 
The likelihood of a sharp cut in In- 


donesian ой prices pose 


| further threat to the economy — |. 


and Jakarta may be forced to de- 


value the rupiah. 


Pages 80-84 - 
It’s a confident budget in Singa- 
ree one for the accountants In 
dia rand a could-do-better Men 


‚ Four it tle characters 
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“| Economies: Backs to the wall 


Labor $ first act may save jobs but 
ill spur inflation 1 
уѕіа: Death for a minister 

огап relations: Close ties for 

comfort 
A sense of unease 
Cordial, but cautious 





'. Romanian rendezvous m 
` Narcotics: Wandering warlord —__ 
“Reluctant poppy pruners 
16 non-aligned: into the 
: «spending tray 
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in Jakarta 
Budgets: Singapore's holding 

pattern 

Strong on the home front 

indiaspendsto save nri 

Quality, not quantity in Mongolia ~. 
Banking: Tokyo's provision for 

problems ~ 








| Trade: A narrow crack in the i ice - 


Agribusiness: Thailand" 8 рын 
crusher : 
How recession can hurt 
The foreigners prevail 
Turning to weed. Ls 

ра Wardley takes с cover = 104 | 








Hongkong Hearts are ill at 


s 8 


cover its 
i agai sta number of bad 90016. 








Japanese banks соте іп 
with those elsewhe 
to losses on foreign: 1 


Thailand has moved up fast in the 
big league of world pineapple 
produce but it now faces pr 
lems. All the same, it and the 
Philippines combine to dethrone 
Hawaii, previously king of pres 


ducers. 


Page 104 
The Hongkong Bank is forced t 


sidiary, Wardley. 
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Villagers flee new 
; fighting i in Mindanao 


| government ." guerillas 
Utinues in most parts of Mi 
danao, claiming more deat 
гапа causing hundreds of vill 
- gers to flee to safer areas. Since 
| the start of anti-guerilla mili- 


: danao last month,:249 families 
have fled to: the town of Маса, 







“Davao del Norte province. 
; Another 250 families in Mabini: 
ught refuge at the town's 
gymnasium, as marines and 
my soldiers combed thear 
«for communist New People 
Атту guerillas; 










n 


| during the initial phase of a 







< worked out a plan to secure à 
quick victory before United 








‚бош rescue, he added. 
Lee also said that Pyongyang 
pilots were sent to Libya in 







` pilots and, while there, .ac- 
= quired flying experience on air- 
©. eraft such as ће MiG 21. How- 











fly the more advanced MiG 23 
. which Moscow so far has re- 
fused to provide to the North. 


"Seoul court upholds _ 
two death sentences 
: The South Korean Supreme 

Court has confirmed death sen- 


icted of setting fire to the 


in Pusan a year ago, killing one 
student. and injuring three 
Others. The 


peals for reduced sentences 
submitted on behalf of. Kim 
Hyon Jang, 33, a Kwangju- 





Fighting between Philippine | р 
“Government soldiers and anti- IH 


‘sheltering Kim and Mun; was 
tary operations іп eastern Mine: 
according to church sources in: 


'Sikh leaders have rejected In- 
dian Prime Minister. Indira’ 














































' — SHEILAH OCAMPO-KALFORS, 





B eoim for attacks. geni | 
new war. North Korea has also: 
States troops could come to the |: 
1979 and 1980 to train Libyan | 
= ever, they werenot.allowed to: 


— SHIM JAE HOON | 










‘tences on two dissidénts con-: 


United States Cultural Centre’ 
tary conferences, 


three-member | 
panel of judges rejected ap- 


~ based dissident, and Mun Pu. 
Shik, a former theology stu- 





е : en 
convicted on charges of break- 
ing the national security law. 
Under South Korean law only 


presidential clemency, could 


condemned men '* 


‘A lower court's sentence ot 
three years imprisonment for 

oma Catholic priest Choi Ki 
ik; convicted on charges of 







also confirmed. 


= SHIM TAB HOON ' 


Sikhs rejecta concessions 





Gandhi's offer to meet three of 
their four religious demands. 
Mrs Gandhi offered: to allow 
ikh prayers to be broadcast 
over thé Jullunder radio sta- 






tion; .to allow Sikhs to carry: 


ilong swords (as re- 
quired by religious custom) on 
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lans seek entry 
aligned summit 


seventh non-aligned summit | 
which. opened i in New Delhi.on 


Marci About 400 of the 











Dalai Lama: seat at the summit? ^ 




















exiles demonstrated on March 
2 in a campaign to gain admis- 
sion to the summit and prelimi- 


more followed suit on March 8. 
The exiles fled Tibet to India 
with their leader, the Dalai 
‘Lama, after an unsuccessful re- 
volt against Chinese rule in 
1959. They are seeking inde- 


pendence for Tibet. 


MOHAN RAM 





domestic airline highs dy ety | 


and 200 





| pedo m 


devalued its dol- 


` lar by 6% in the wake of a 10% 












devaluation by Australia on 
March 8 (page 12). Prime 
Minister Robert Muldoon, in- 
formed"of the Australian: de- 






ѕапсе? and said the: New Zea- 


("Чапа movement was to balance 
the need to maintain competi- 


tiveness.for.New Zealand pro- 
ducts in the Australian market 


against the néed to hold down 


internal prices. 
Muldoon: said. there was по 


“need: for a devaluation but 
‘others (including, 


it is be- 
lieved, privately, the Treasury) 
are calling for a bigger de- 
valuation. Such a move. has 
been mooted by the Labour 
Party, which is widely expected 
to win the next election due by 
late ‘November 1984. o; 

: -— COLIN JAMES 


S Mania soe op | 





Capping its current borrowing 
spree, the Philippines signed 


x ^82). The US$300 million 
facility. "which the Central 
Bank of the Philippines will lend 
ontolocal borrowers, brings to 
Ч 35 billion the dcs 


afraid that the tightening mar- 
ket and the country’s debt p pro- 
lc y 





South Korea's Supreme Court 
has. confirmed 15-year jail 
terms for Chang Yong Ja and 
her husband Lee Chol-Hi for 
embezzling. some « of the 


US$98T^^milion worth of 
promissory notes they col- 
lected from” businessmen and 





(Economic Monitoc, 7 page е 98). 
But the court ordered a review 
of lower-court jail sentences on 
Kong Dok Jong aud Lim Chae 
Su, two former bank presidents 


. who ppro ed unsec red log E 


valuation at 1:30. a.mi,de- | 
«scribed it as'a “confounded nui- 





| g : 
Weapon against the protec- 





| cused of eel mt 


ranging bank . ; 
couple, 
The cou 
















An annual survey by the Japan 
Development Bank estimates 
that fixed investment by all Ja- 
panese industries will grow a 


‘modest 1.8% in the fiscal year 


beginning. April: l.The manu- . 
facturing sector. will post a. 
5.3% decrease, he first drop 






are projected to cut heir 
spending by 11% ; while that of 


| energy-related industries will © 


grow a hefty 12%, said the 
bank. External fund require- 


d ments would drop from 35% in 
| the present fiscal year to 31%. 


— MIKE THARP 


Mahathir defends. 
counter trading 
Malaysian: +. Prime. 
Datuk Se 







Minister 
Mahathir 





tionist policies of developed 
importing. countries. “The 


"p ehoice is^not between free 
‘trade and ‘counter 


trade,” 
Mahathir fold a recent Euro- 
pean Economic Community- 
Asean conference on machin- , 
ery manufacturing held in 
Kuala Lumpur. “The choice is 
between counter trade and no 
trade.” 

Mahathir conceded that bar- ; 
ter. or Cóunter trade ^ was. 
“primitive”, and said the sys- 
чет would not work as well: 
as free trade. Howevér, he 
said, sufficient, counter trade 
would have the effect оѓ 
damaging:the protectionists by 
increasing government-to-gov- 
ernment links between Asean © 
members "and the © socialist. 
countries ifi parficulat; = 

|. = JEFFREY SE 














T- had is on the wane. 


.| ESCAPE FROM FANATICISM | 





BY GEORGE! ITS A WRIT 


Carrian chairman George: Tàn, 
otherwise Tan Gin, has been 
named as defendant in a writ lodged. 
in Hongkong's Supreme Court. The 
plaintiff, the ungBank,is ` 
claiming HK$20.1 million (US$3 
million). Thi was he sum owed by 
Tan on his cu account No. 01- — 


an Kim Dae Jung 
i the United 


to make ac 
promises to Г 
South Korear media have not 


. made in the US and some dissidents. 
believe that whatever influence he 





+ About 80 Iranians living in the 
R Philippines have been granted 
political пун by Sweden 


ed by Bob Hawke de- 
; T tional Country Party co- 
І alition i in he general election (Mar. 3). 


BANGLADESH ` 
The government banned a militant ace 
|. body, Bangladesh Chhatra Sangram, Parishad 
< (Маг. 3). | 


CHINA i 

Ivory Coast Foreigri Minister Siméon Aké 
signed an agreement in Peking establishing 
relations with China; it was опас (Мағ. 3). 
Zhang Wenjin, the new. ambassador.to:the 
United States, arrived in Washington (Mar. 
4). Vice- Minister for Economic Relations and 
Trade Jia Shi arrived in Moscow to sign anan- 
nual trade agreement with the Soviet Union 
(Mar: 6). 


vernor Sir Edward Youde began talks in 
ritain on the colony's future (Mar. 7). 


О The government expelled 4 delegation of | 
“the toppled Chad government which arrived 

for the non-aligned conference, delegates 

‘said: (Mar. 4). Non-aligned foreign ministers 

greed on a forruli oleave Cambodia’s seat 

«Pri nister Indira Gandhi met 

retary-Géneral Javier 

ecurity men de- 

r force aircraft | 





“such ас 


1 after it landed i 


following harassment by followers - 
of Ayatollah Ruhollah Khomeini. 
Their staggered departure was 
accelerated after the news leaked 


, eut that the United Nations High 
Commissioner for Refugees was 


discreetly working to send them to 
a country willing to accommodate 
them. The leak also prompted fedrs 
for the safety of Manila-based 
diplomats involved in their 
departure. There are more than 
2,000 pro-Khomeini Iranians in the 
Philippines and their activities have 
become a serious headache for the 
authorities. 


WIPING THE CANVAS CLEAN 


Li Shuang, the Chinese artist whose 
love affair with French diplomat 


-| Emmanuel Bellefroid led to her 


detention in September 1981 and 


caused a setback in Franco-Chinese- 
| relations, will be freed before < 


У 


President Francois . 
terrand's state visit to Chin 


that Li's imprisonment h 
elebre in France that 
er release would be an inexpen ve. 


Delhi without permis- 


sion carrying a bullét-proof car and a consign- 


';ment of arms, it was reported (Mar. 6). The 
seventh non-aligned summit opened i in New 
; Delhi (Mar. 7). 


' INDONESIA 


The opposition Muslim United tide 


| ment Party and the Indonesia 


Party agreed to support the по ina ion. of 
President Suharto forelection toa 


(Mar. 2). Muslim: extremist. Imran 

mad Даш; who escaped 

January, was recaptur 

reported (Mar. 3). The Peop 

Assembly unanimously approved. the nomi- 
nation of Suharto fora fourth, term (Mar: 8). 


MALAYSIA | 

Culture, Youth and Spo М Minister: ашк 
Mokhtar Hashim was sentenced to- death by- 
the Kuala Lumpur High Court for the murder. 
of the former Pid Sembilan state assembly. 
speaker (Mar. 5). QUSE 


NORTH KOREA : | 
A number of seniór government officials 
appear to have been dismissed, according to 


© reports from Japan (Mar. 8). 


PAKISTAN К 

Niger's President. Séyni Kountehie arrived 
on-an official. visit (Mar; 4). Military au- 
Sonne ordered. аі. іса colleges in 





“inciting rebellion, 
| firearms. and complicity in murder in the c 
tral Philippines (Mar. 2). Several people were | 








chief of staff, pe 

higher office. The abs 

indication of Poniman’s 

which is unusual — is fe 
speculation that he will b 
either defence minister in: 
Suharto's new cabinet or ^: 
commander of the armed forces. 
Thé first post seems more likely. 
Currently the two jobs are held b 
one man, Gen. Mohammad 
Jusuf. 


ROYALDISPLEASURE ^. 


_| The absence of King Fahd of Saudi 


Arabia from the non-aligned summit 
New Delhi is linked to Saudi. 


| a large proportion of vi re 
Muslims. Prime Minister озш 
dhi of ; 


g oun 
asserts that the Assam troubles are 


|. an internal matter. 


Rawalpindi to be closed after а student 
demonstration (Mar. б). 


:PHILIPPINES 


‘Government prosecutors sought the: деро 
tation of ап Australian. Roman: Catholic 
priest, ‘Brian Gore, who is facing charges of 
illegal possession, o 


wounded and at least seven were arrested _ 
when police broke ир а demonstration of. | 
more than 100 Igorot mountain people 
Baguio City (Mar. 6). Immigration officials. 
indefinitely suspended the deportation: trial 
Goré (Mar. 8). i 


SINGAPORE 
A man was hanged; for Img traffi 
prison officials said (Mar. 5). . з 


TAIWAN | | 
Taipei announced the suspension of dip: 
tomatic relations with Ivory Coast (Mar. 3). 


THAILAND 
Former prime minister Kriangsak Choma: 


| nanreturned to politics following a period asa 
Buddhist monk (Mar. 8). 


VIETNAM 

Foreign. Minister Nguyen Co Thach pro 
posed unconditional talks between the T. 
dochinese states and ‘Asean to d us: iss 
contronting Southeast Asi i un 
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Fraser resigns as party leader as he falls prey to Labor 


Hawke makes a killing 


By Anne Summers 

Canberra: The new Labor government of 
Prime Minister-elect Bob Hawke, which 
swept into office in a landslide victory in 
the March 5 election, has set mild 
economic reform, pragmatism and calm- 
ness as its goals. Vanquished at the polls, 
Malcolm Fraser, the 52-year-old conser- 
vative who has ruled Australia for the past 
seven years, immediately stood down as 
leader of the Liberal Party. 

Labor's federal victory comes on top of 
Labor victories at the state 
level in the past year and Aus- 
tralia now has Labor govern- 
ments federally and in every 
state except Queensland and 
Tasmania. Labor has won at 
least 22 new seats and lost 
none; a further four seats are 
yet to be decided. Hawke's 
majority in the 125-seat House 
of Representatives. will be be- 
tween 23 and 27. This gives him 
a far more commanding man- 
date than the nine-seat margin 
won by former Labor prime 
minister Gough Whitlam in 
1972, though it falls far short of 
the 50-seat majority won by 
Fraser after the 1975 double 
dissolution. The Left is likely 
to have only four of the 27 
cabinet positions and will not 
be a major influence, especially 
as it played no part in deliver- 
ing the leadership to Hawke 
and is thus owed nothing. 

Labor will not control the 
Senate. But it is unlikely to face 
the sort of hostility in the upper 
house which finally brought 
Whitlam down. The balance of power in 
the Senate remains with the five Austra- 
lian Democrat senators, who can be ex- 
pected to support Labor on taxation and 
social issues and on its plans to intervene 
in Tasmania to block the building of the 
Franklin Dam, an emotionally charged 
issue, Under the provisions of the con- 
stitution, Hawke could call another gen- 
eral election — either a double dissolu- 
tion or a House of Representatives and a 
half-Senate election — within two years. 

In conceding defeat, Fraser accepted 
full responsibility for calling the early elec- 
tion and for the conduct of the campaign. 

Labor achieved a 4% Australia-wide 
swing in the elections but the voting shift 
in some states was much greater than this. 
The Australian Democrats obtained 
around 9% of the Senate vote, giving it 
five seats — the same number it held in the 
previous parliament. An independent 
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Victor and vanquished: Hawke and Fraser. 


senator from Tasmania and a former 
Labor Party; member, Sen. Brian Har- 
radine, was returned. 

Hawke exuded an air of moderation 
during his campaign, which also showed 
touches of inspirational vision. He says 
that he wants realism tinged with compas- 
sion to be the underpinnings of his pro- 
gramme of national reconciliation. His 
first step will be to convene a national 
economic summit of employers, employ- 


ees and state governments to try to arrive 
at a common view of the seriousness of the 
country's economic problems and to argue 
for consensus in trying to solve them. 

Hawke has said that the wages pause in- 
itiated by the Fraser government will stay 
in place until the summit agrees to an al- 
ternative approach to wages policy. The 
party platform was mostly written during 
the last Labor Party national conference 
in July 1982, à lot of it at the behest of 
former leader Bill Hayden. The 
platform is now a fairly moder- 
ate document in both domestic 
and foreign policy but there is 
no expectation that a new Labor 
government, especially in the 
face of the current economic 
difficulties, would attempt to 
implement all of it in its first 
term. 


n the domestic economic 

front, Labor has promised 
to expand the domestic deficit 
by a net A$1.5 billion (US$1.28 
billion at the devalued exchange 
rate), to cut taxes, increase wel- 
fare payments, especially for 
the unemployed, and fund a 
community jobs programme. 
However, Hawke has since in- 
dicated that he may have'to 
defer some.of his campaign pro- 
mises if conditions are un- 
favourable. 

The centrepiece of Labor's 
economic programme is a prices 
and incomes agreement signed 
with the Australian Council of 
Trade Unions (ACTU). Under 
this agreement, the Hawke government is 
committed to maintain real wages over 
time but is not bound to supporting in- 
creases which are beyond the capacity of 
the economy at any particular time. 

The union movement has agreed that, 
in return for concessions in the “social 
wage" — taxation, welfare payments to 
families and health insurance — together 
with surveillance of price increases in 
strategic industries, it will moderate wage 
demands. The operation of this agree- 
ment will be central to the new govern- 
ment's control of inflation. Hawke is a 
former president of the ACTU and has re- 
tained strong links with the trade union 
movement. 

He is also a strong supporter of cen- 
tralised wage fixing by the arena in which 
he first came to public prominence: the 
Arbitration Commission. The prices and 
incomes agreement undertakes to restore 
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the role of the commi 
increases. : 
Predicting Laboi's performance in the 
economic field remains difficult, however, 
since Hawke is ne ‘the party leader's 
job, having been elected nly à month ago, 
and the man wh easurer; Paul: 
Keating, has been in his position for only 
two months. Both are highly capable, 
‘pragmatic men. aware of the 
minefields which econom icy can pre- 
sent, especially during on. Keat- 
i en the busi- 
"from the 
хрепепсе and 
stakes of allow- 
rents or permit- 





sion determining. 
























ing excessive w 
ting inflation to т 


ign Hawke 
package was 
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changed. 

nanced by à de уу, 
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as the election results have now borne out. 

Despite the focus’ on economic prob- | 
lems, Hawke has also stressed the import- 
ance of foreign affairs and has promised to 
maintain. the general thrust of Fraser’s 
foreign policy, which, he'argues, is rooted 


cin the independent'stance pioneered by 


the Whitlam government. 

The new Australian prime 
relations with the United States will be 
maintained at their current level but he 
has said he wants to base someone in 
Washington to improve consultations with 
the Pentagon on sensitive issues such as 
the facilities which the US has in Australia 
and the staging of B52 flights through Dar- 
win and northern Queensland. 

Hawke has made it clear he will notau- 
thorise the purchase of a new aircraft car- 
пег. He said that the initial cost of the car- 
tier, US$1.5 billion, without aircraft, was 











stands at 10.1% and Hawke has under- 
taken, to create 500,000 jobs. in three 
years, a promise most commentators re- 
gard as unrealistic. However, Hawke 
maintains that mild stimulation of the 
economy planned by i increasing spending 
on public works, especially in the. con- 
struction sector, will reverse the current 
“negative rate of growth in gross domestic 
product. to a 1% increase within 12 
months. 

Pre-election opinion polls showed that 


Hawke is viewed by the Australian public | 


as having a good chance of reducing the 
number of strikes.and keeping the unions 
at bay. Hawke himself began his political 
life on the Left but has been moving Right 
for a number of years. He is now regarded 
asa pragmatic politician of the Right with 

al id on of the population, 















Zealand will proceed, though he.does not 
rule out a review of some clauses. 

In an address to the National Press Club 
three days before the election, Hawke 
foreshadowed. likely increases in-protec- 
tion for Australian industry by way of 
stronger action to prevent dumping of 
goods on ће local market. He has also 
made it clear that Broken Hill Proprie- 
tary, Australia's largest company, will be 
guaranteed a market share. for. its: steel 
products. 

The Liberal Party leadership battle is 
expected to be a two-way contest between 
John Howard, the former treasurer and 
deputy leader of the party, and Andrew 
Peacock, the former minister for industry 
and commerce, who challenged Fraser for 
the top. o last че Peacock is реше 
to win. Wi 








minister says 


more than the country. could afford. In- 



































K official 

ring parfüént. in. 1969, bü 
und and lack of formal educa 
t prevented him from bein 
fo ed into a smooth, consummate p 


q 
serva itive dreser and likes to mix 
higher echelons of the business world 
He is a product of the tough New 
Wales rightwing political: machine. whi 
delivered Neville Wrantothe premier: 
of that state and which сап now clai 
major part in orchestrating the resign: 
of Hayden. Keating is currently presi 
of the New South Wales branch o 
Labor Party, a post he is expected to reli 
quishito devote himself full-time to the. 
mands of the Treasury portfolio. 
Lionel Bowen, 60, will be. Ha 
deputy and is expected to be trade min 
ter, having recently transferred respon 
bility for foreign affairs to Hayden 
minister throughout the period "of th 
1972-75 Whitlam government, Bowen 
lawyer and a former state member of par 
liament and has.a formidable parliame 
tary debating style. 
Bowen, also a product of the New South : 
Wales Right, is a keen punter and has: 
close relations with a number of importa 
unións, including the large leftwing Am 
gamated Metal Workers and Ship: 
Wrights Union. Bowen is something of à 
father figure to the much younger Ke 
ing, and the two are very close politically. 
The leader of the government in the 
nate is Sen. John Button, 49, also da 
yer. He entered parliament in:1974 ¢ 
the Whitlam administrati on | an | 






























Hayden: still bitter. 


quickly won a reputation for his sardonic 
sense of humour and his quick political in- 
stincts. A member of a tiny but influential 
Victorian faction known as the Indepen- 
dents, a group from which Victorian pre- 
mier John Cain comes, Button had a key 
role in persuading Hayden to stand down 
from the leadership. Button was spokes- 
man on communications and looks set to 
retain that job in the Hawke ministry. 

The deputy leader in the Senate, and 
likely social security minister, is Sen. Don 
Grimes, 45, a former medical practitioner 
from Tasmania. Grimes belongs nomi- 
nally to the Left but is pragmatic in his 
politics, seldom following a strong fac- 
tional line. As social security minister he 
will oversee the largest-spending depart- 
ment, and will have a hard job trying to 
keep a rein on spending while at the same 
time honouring Labor's commitments to 
increase pensions and aid to the un- 
employed. 

Hayden, 51, who is to be foreign minis- 
ter, was social security minister and trea- 
surer in the Whitlam government and has 
greater ministerial experience than any 
other Hawke minister. A policeman be- 
fore entering parliament, Hayden is large- 
ly self-educated.. But he obtained an 
economics degree, studying part-time 
while a member of parliament. 

Hayden began his political life on the 
Left and depended on leftwing support to 
hold onto the leadership when challenged 
by Hawke in July last year. But he had 
moved towards the Centre by the time he 
became treasurer in 1975 and, as leader of 
the opposition, was in the invidious posi- 
tion of having to balance factional de- 
mands and at the same time develop 
policies acceptable to Middle Australia. 

Hayden is still bitter about having to 
resign the leadership on the day when he 
could have launched his bid for the prime 
ministership and tensions between him 
and Hawke seem inevitable. Hayden said 
on the day he resigned that he believed “а 
drover's dog" could lead Labor to victory, 
and the March 5 election results will rein- 
force his view that he was robbed of Aus- 
tralia's greatest political prize. 

— ANNE SUMMERS 


12 


By Correspondents 

here is concern in capitals from Seoul 

to Singapore that some loose rocks 
from the Labor landslide could dent Aus- 
tralias relations with its Asian neigh- 
bouys. Nowhere is this concern more 
noticeable than in Australia’s closest 
neighbour, Indonesia, with whom rela- 
tions have long been sensitive, especially 
after Indonesia's absorption of East 
Timor in 1976. 

In Jakarta there are fears that Prime 
Minister-elect Bob Hawke could come 
under pressure from the Timor lobby in 
the Labor Party to put into effect the 
party's platform. They says a Labor ad- 
ministration should cut off defence aid — 
currently worth about US$10 million a 
year — until Indonesian troops are with- 
drawn to pave the way for an internation- 
ally acceptable act of self-determination. 
The platform also implies that a Labor 
government should revert to voting 
against Indonesia over East Timor in the 
United Nations. 

Other areas of concern to Asia include 
Labor's pre-election commitment to re- 
store aid to Vietnam and firm signs that а 
Hawke government would vote against 
Democratic Kampuchea retaining Cam- 
bodia's seat in the United Nations. 

And Hawke's debt to Australia's pow- 
erful trade unions raises the spectre of ex- 
tended protectionism restricting exports 
from Asia. There are also worries — par- 





dovish on Cambodia 








ticularly in Japan — that Hawke may 
adopt a more nationalist approach to na- 
tural resources and foreign equity tie-ups. 

One fear which was promptly justified 
concerned the future of the Australian 
dollar. The 10% devaluation announced 
on March 7 was a blow for investors in 
Asia who have pumped hundreds of mil- 
lions of dollars into Australia. Investors 
may also suffer from new taxes which 
could be introduced to help pay for 
Labor's promised job-creation and wel- 
fare programmes. 

The handling of the delicate Timor 
question and relations with Jakarta could 
be a good indication of how Labor will re- 
spond to the responsibilities of govern- 
ment. Indonesians have traditionally con- 
sidered Labor to be more sensitive to the 
needs of the Third World and hence а 
closer friend than the now-ousted Liberal 
and National Country parties. 

The government of former prime minis- 
ter Malcolm Fraser formally recognised 
the Indonesian takeover of the former 
Portuguese colony of East Timor in 1978. 

Indonesians have feared that im- 
plementation of the Labor platform, and a 
possible reversal of the Australian posi- 
tion on East Timor at the UN could 
further influence the vote of small South 
Pacific nations. 

The probable choice as foreign minis- 
ter, Bill Hayden, acknowledges that “our 


Labor's first act may save jobs 
but it will spur inflation 


he new Australian Government made 

an early move to establish that it would 
be decisive and pragmatic — by devaluing 
the Australian dollar by 10%. 

The move was in part а product of 
necessity — a high rate of capital outflow 
taking place in the expectation that Labor 
would eventually decide on such a move. 
But it also gave the new government a de- 
gree of room for manoeuvre in tackling 
the problems of high unemployment, high 
inflation and a large current-account de- 
ficit on the balance of payments. 

Bob Hawke predictably blamed Liberal 
irresponsibility in devaluation rumour- 
mongering for the capital outflow. He also 
claimed that the economic situation was 
much worse than the outgoing administra- 
tion had admitted, citing a likely govern- 
ment deficit for the fiscal year ending June 


30, 1984, of A$9.6 billion (US$8.2 billion” 


at the new exchange rate) compared with 
the latest estimate for the current fiscal 
year, now revised up to A$4.3 billion. 
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The 10% devaluation follows a gradual 
decline of the Australian currency, which 
on a trade-weighted basis has fallen some 
5% over the past year, a decline which has 
roughly balanced Australia's high rate of 
wage growth, but which has not been suffi- 
cient to compensate for the sharp reversal 
in the terms of trade, caused by the col- 
lapse of the energy and resources boom. 

The devaluation has been largely wel- 
comed as likely to improve the profitabil- 
ity of mining and agriculture, divert con- 
sumption away from imports and offset 
some of the competitive pressure on local 
manufacturers from imports. It may thus 
lessen pressure from the unions for more 
overt protectionism. 

It may also provide a larger boost to 
production than large additional dollops 
of Keynesian deficit financing, which had 
been expected to be Labor's policy. 

However, the devaluation will be in- 
flationary given the large external depen- 
dence of the economy. Fear of sparking a 
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© policy in relation to East Timor will create | f 


some problems for us in our diplomatic re- 
lationships with Indonesia." It would be 
"sheer humbug" to suggest otherwise, he 
says. But he has indicated he will talk 
about the policy differences with In- 
donesia. 

The Timor lobby in the Labor party is 
strong and likely to protest over any move 
which suggests an accommodation to- 
wards the takeover of East Timor, and the 
issue has the potential to be one of 
Hayden's greatest headaches. Hawke has 
confirmed that Labor's policy on Timor 
will be one of the issues he wants raised in 
consultations with Jakarta. 

On his first day in the job Hawke made 
it clear that good relations with Indonesia 
will be an important priority. “1 have no 
doubt that we will be able to re-establish 
between a Labor government and In- 
donesia effective relations as is approp- 
riate for this country and its near and very 
populous neighbour," Hawke said. 

In Jakarta the fact that the Labor vic- 
tory was probably more a mandate for 
Hawke the person than for the party itself 
and that the party platform was adopted 
under Hayden's leadership was consi- 
dered a positive element by some. 

But even if Hawke — who is thought in 
Jakarta to be more sympathetic on the 
East Timor issue than Hayden — manages 
to modify the party platform for a time, he 
may fail to produce quick results in the 
hazardous economic arena апа his 
charisma could suffer as a result. Sources 
in Jakarta suggest that if this happened the 
party caucus could assert itself again and if 
the caucus. is, heavily leftwing, it could 
make East Timor an issue. 

Those who are interested in good rela- 
tions have not stood idly by. The In- 


wage spiral was one reason the Treasury 
has tended to favour only a gradual de- 
cline in the currerfcy. However, Hawke 
warned that he hoped unions would 
understand the necessity for the move. 
The alternative, he said, was a massive 
credit squeeze, thereby hinting that de- 
valuation-inspired price rises would not be 
an excuse for compensating wage rises. 

With a honeymoon period ahead of him 
and with union promises of initial wage re- 
straint, devaluation may achieve a break- 
through in economic policy by cutting real 
wages but making way for a reduction in 
unemployment, and the current-account 
deficit, now running at US$9 billion a 
year. 

Initially, interest rates were raised. But 
if firm and sensible decision-making 
creates confidence, it should be possible 
to bring them down soon. However, confi- 
dence that inflation can be held in check 
will be needed if Australia is to attract, at 
reasonable cost, the capital it still needs to 
fund its deficit. More than US$10 billion 
of private loan capital has flowed in over 
the past 18 months. To keep this and at- 
tract more requires creating confidence 
that inflation will at least not rise under 
Labor. — PHILIP BOWRING 
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Australian and Malaysian officers 
Butterworth: potential disagreement. 





donesia hands at Australia’s Foreign 
Ministry, including ambassador to Jakarta 
Rawdon Dalrymple (who is a personal 
friend of Hawke's, the two having been at 
Oxford together), are likely to lobby 
against any abrupt moves by the Labor 
government. In December, a Labor sena- 
tor, Gareth Evans — the then shadow at- 
torney-general — was in Jakarta and con- 
ferred with many Indonesians. 


abor's stated intention to resume Aus- 

tralian economic aid to Vietnam and en- 
courage other Western nations to follow 
suit would disturb Thailand, Singapore 
and Malaysia, which advocate a no-con- 
cessions policy towards Hanoi over Cam- 
bodia. Hayden has said aid would be re- 
sumed without insisting on a prior with- 
drawal of Hanoi's troops from Cambodia 
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Asean argues that denial of aid is one 
means of putting pressure on Hanoi to 
negotiate. Hayden has said that by restor- 
ing aid to Vietnam, Western nations could 
help Hanoi “escape from the stifling total 
dependency that has been established 
with the Soviets.” 

This commitment to resume aid to Viet- 
nam and firm signs that Canberra would 
vote against Democratic Kampuchea rep- 
resentation in the UN is likely to introduce 
à disturbing note into what up to now has 
been à good relationship with Thailand. 
Generally, it is felt in Bangkok that there 
is a basic contradiction in Hawke's stated 


desire for a more constructive relationship | 


with Asean when party policy threatens 


some of the key foundations on which it is 


seen to rest. The Australian stance in the 
past was regarded as broadly consistent 
with the Asean position or something 
Bangkok could live with. 

Another pointer to potential disagree- 
ment is Hayden's statement that Austra- 
lian air force Mirages based in Malaysia 
and Singapore under, the Five Power De- 
fence Arrangement linking Australia, 
New Zealand and Britain with the two re- 
gional Commonwealth countries would be 
brought back to Australia and not re- 
placed — as Fraser promised in his cam- 
paign policy speech — by à squadron of 
FAIS Hornets. However, Hawke has in- 
dicated he may take a different view from 
Hayden on this question. Malaysian de- 
fence officials appear to be taking a calm 
approach to the possibility that the Labor 
government will withdraw fighter aircraft 
from Malaysia. 

Although government and business 
reaction in Japan generally assumed no 
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S pane s and Australia's - interdeper 
ce is quite strong as a whol 
think the change of government 
lead to a change in policy towards Japan,” 
said an official of the Japanese Foreign 






















in the past on a phase-out of uranium 
development and exports and has stressed 


kets, not relying too much on Japan. 
He said this was understandable, in the 






















ources of energy from producers in the 
‘Middle East. The Foreign Ministry also 
welcomed Labor's policies of stressing 
diplomatic ties with Asean, which’ Tokyo 
also emphasises. . 


A; Australian specialist with one of Ja- 
pan's major trading companies said he 
expected some changes in the Australian 


business activity of foreign banks and on 
nuclear energy, especially uranium ‘mine 
ing. Labor has said it will shelve moves, 
ending further inquiry, to allow some 


‘mercial licences. Banks in Singapore and 
n several other Asian countries want bet- 
er access to Australia; ^ ^ 
Another trading house officia 
noted that Labor's previous guide 
oreign equity tie-ups required a-51 
terest to be held by the Australia 
ner, compared with 50% under the outgo- 


















tar fs and impose quotas on some e fap. 
ese products. Newspaper editorials 
echoed: that concern. ‘Trade was also a 
concern in other countries. Asean govern- 
‘particularly those, such ‘as Singa- 
е, which have a strong free-trade posi- 
ear that a Labor government might 
susceptible to union pressure. for im- 


n of more measures against foreign | 


d ships to protect jobs. ` 
ng two-way trade is the focus of 
a's relations with South Korea. In 

2 it reached US$1:27 billion, a 6% in- 

crease over the previous year with the ba- 
“lance heavily in Canberra’s favour. ` 

с Immigration is another area of concern. 

There has Беет no indication so far that 
Labor would.cut back on Australia’s in- 





ake of Indochinese refugees, ‘currently 
nning at 4,000 a. year from Thailand ` 


. (second only to the United States): Aus- 
{гапа is the only resettlement country that 
* has niotcut back its programme; though it 

is:clear it will be in ned to do so at some 
: future point. 

Оп human rights, Labori is likely to be 

' more outspoken in public than the Fi 
government over alleged abuses, 1 
ing treatment of political detainees in 
Asean countries, though it may try to ba- 
lance this by criticism of communist re- 
gimes in Indochina. Ы 








14 


Ministry. He noted that Labor has insisted | 
diversification of Australia’s export mar- | 


light of Japan's own efforts to diversify its | 


the 


overnment's policy of approval on the — 


eign banks into Australia with full com- | 





overnment. Miss isav ee | 


‘with a bullet wound in his’ 













mpur: The death sentence im- 
ón Marth 







he and d Кшт 
10 with thé, 
‘Negri 
speaker. ' | 
At that time, Prime Minister Datuk Seri 
Mahathir Mohamad reasoned that a man. 
was innocent until proven guilty. But, 
with the high court judge pronouncing the 


$ Were cect last July 
Шар of Datuk Taha Talib 
Sembilan state “assembly | 


guilty verdict оп the grounds that the | 


minister's alibi was "completely false and 
fabricated," the prime minister has again’ 


“postponéd’action, ` 


“Г haven’t'given any thought to it yet,” 
Mahathir told the astounded press before 


‘leaving for New Delhi to attend the meet- | 
cial alibi for Mokhtar’s whereabouts at the 


ing of non-aligned heads ófstate on March’ 
6, one day ‘after the verdict. ‚^н will just 


have to wait until return." 


The 75-day trial was the longest in the: 


| country’s history. One of the accused, Aziz: 
"Tumpuak, died suddenly if 





і custody and“ 
two others were acquitted — only to be 


re-arrested after an appéal by Attorney- | 
General Tan Sri Abu Talib Othman. Опе 


key witness survived a murder attempt 
est, and. three 
others, including one for the prosecution, - 





ете impeached.” "Thteé more witnesses 
were kept under 24-hour police guard: | 
| During the trial the attórney-general was 


moved to comment that he would not hesi- 


| tate to chàrge'a witness with perjury. The | 
‘trial judge, Justice Hashim Yeop Sani, re- 


sponded: "The attorney-general will do a 
lot of work after this," ^ ^^ 

"According tothe prosecution, Тана was” 
murdered оп the morning of April 14, 


| with the victim blindfolded апа Mokhtar «| 
“himself firing three shots into Taha's 


body. The motive: Taha stood in the way 
of Mokhtars political “ambitions Бу 
obstructing his ise in Negri Sembilan. In- 


| fluence in the federal power structure can | 
‘be secured only by those who can deliver 


hóme-státe “party. votes “virtually in a: 
block. Mokhtar's rivals from the state. 
however, had managed to: manoeuvre 
Taha into position by April 7 — nomina- 
tion day for Ше general election. 
Mokhtar's proposed. candidate:fiad thus. 
been dropped. ‘The prosecution said the. 
plot to.kill Taha was hatched thenext day. 


Both Mokhtar and Rahmat Satiman, | 


the village headman who wasthis ac- 
complice; tried to-use аі. But Rahmat 
virtually confessed: to: the crime and the 
April 8 plot to the police. During the trial 


| not go far. * 









| youthful audiences, 

judgment. “What was'therefore the prob- 
‘|, lem which required thinisterial decision in 
‘an urgent meeting а 


Johan and Aziz ‘Abdullah, ` 





Rahmat claimed his statement was not 
voluntary but followed 200 hours of inter- 
rogation and torture. A trial within a trial 


“ensued, but after more than three weeks 


the judge ruléd that the statement was vol- 
untary and not made under duress. 
Rahmat was also sentenced tó death. 

In the event, the defendants’ alibis did 
"Right through the testimonies 
of these witnesses there is this fixed and 
emphatic assertion of exact times of arri- 
vals and departures where times were vital 
for the alibi," Hashim said in summing up 


the evidence of Mokhtar’s witnesses. "I 
„терага this [as being] contrary to ordinary 


human conduct in relation. to memory 
long gone." 


he most crucial defence witnesses were 
‘officials of the Ministry of Culture, 
Youth and Sports, which ‘Mokhtar still 
heads. Hashim attacked them directly in 
his judgment, since they provided the cru- 


time of the murder — àn official meeting 
in the early hours of April 14 allegedly to 


discuss problems associated with imple- 
| menting civics courses. “But the coor- 


dinator of the civics courses. . Said . 

the problem was only with regard to the 
time to begin the course sö às to attract 
Ashin wrote in his 








much’ an unearthly 
hour? T am of the vieW'therefore that this 


“so-called meeting is al fiction and that all 
"evidence pertaining 









Һе meeting is fab- 
ricated. т BOP а 


‘The judge also di sed the defence 


challenge to an eye witness, who claimed 


he had seen five mer /including Mokhtar, 
in a nearby rubber estate in the hours be- 


“fore the murder. The défence witness, an 
assistant superintendent of police in the 


Special Branch, turned out to be a close 
associate of Mokhtar. ^'^. 

© Thé Mokhtar saga is'by no means over. . 
The minister's арреа Will be heard, but 
most likely after thérattorney-general's 
appeal against the aquittal-of Noordin 
two of 
Mokhtar's alleged accomplices. In the ap- 
peal stage the Federal Court will sit with at 
least three judges arid will review evidence 
and listen to both prosecution and defence 
arguments. No witnesses will be heard, 

The pending appeal; of course, may ex- 
plain why the prime minister is waiting to 
make any move — or’so-some politicians © 
argue. But under thé law public servants 
are immediately put ön suspension апа 









-half pay, even when charged with a petty 






ime. The question: now in the public 
is, whyis M ? E 
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FOREIGN RELATIONS 


Close ties for comfort 


Thailand is confident its links with China, based on common 
security concerns, are accepted among its Asean partners 


By John McBeth 

Bangkok: Chinese chief of staff Yang 
Dezhi's recent visit to Thailand, which 
came during a period of renewed Viet- 
namese military activity along the Thai 
border with Cambodia, has rekindled 
questions over Bangkok's close relation- 
ship with Peking and how it is viewed 
among the Asean partners. 

The impromptu statement Yang made 
at the close of his nine-day visit — that 
China would stand by Thailand if there 
was any threat to its territory — was the 
first warning a Chinese military leader had 
delivered to Hanoi while on Thai soil. In- 
evitably, it became a prize specimen for 
the political microscope, and was brought 
into sharper focus by Yang's command of 
the People's Liberation Army incursion 
forces in the later stages of the Chinese 
thrust into northern Vietnam in early 
1979, 

Yang apparently did not tour the Cam- 
bodian border area during the course of a 
visit which took in the Pattaya beach re- 
sort, the Sattahip naval facility on the 
southeast coast, the former United States 
air base at Nakhon Ratchasima on the 
central plains, the 9th Division headquar- 
ters at Kanchanaburi, the Special Warfare 
Centre in Lopburi and the northern city of 
Chiang Mai. Chinese officials categori- 
cally deny Yang even went near the east- 
ern frontier. So do their Thai counter- 
parts. Some Western and Asean sources 
say they have no information that would 
indicate anything to the contrary. How- 
ever, others insist that Yang did make a 
discreet visit to the border. A border trip 
was a part of his original itinerary. 

Vietnamese diplomats are clearly also 
in the dark, judging by questions they 
have been directing at colleagues in the 
Bangkok diplomatic corps. Sources fami- 
liar with current Vietnamese thinking say 
Yang's apparent failure to do what they 
had expected is being viewed in some 
quarters in Hanoi as another possible 
Chinese signal, on top of an unusually 
quiet period along Vietnam's northern 
border. 

Thai military sources and Western 
analysts say they understand initial plan- 
ning did call for a border trip by Yang, but 
that the original schedule was changed be- 
fore his arrival. Whether the apparent re- 
vision was made at the behest of the 
Chinese or, as these sources have heard, 
because of a difference of opinion be- 
tween the Thai Supreme Command and 
the army, is uncertain. 

The Yang visit has also raised questions 
about Indonesian and Malaysian concerns 
over Bangkok's relations with China — 
concerns that are readily acknowledged 
by civilian and military officials here. But 
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the Thais say they have assurances from 
both countries that they understand Thai- 
land's position and why it feels compelled 
to forge such links. 

Along with these links is China's ability 
to maintain military pressure on Viet- 
nam's northern border and also a shadowy 
arrangement under which Chinese arms 
are channelled through Thailand to the 
coalition of Khmer Rouge and non-com- 
munist resistance armies fighting the Viet- 
namese. The main Chinese weapons sup- 
plied are AK 47 assault rifles, rocket laun- 
chers, recoilless rifles, mines, grenades, 
mortars and, most importantly, ammuni- 
tion. Itis reported here that the coalition's 
heaviest weapon is a 120 mm mortar. 

Malaysian diplomats indicate they were 
not particularly alarmed over the implica- 


Yang with Saiyud: questions are rekindled. 


tions of Yang's visit and hint at an unwrit- 
ten limit to Thailand's cooperation with 
China. If the relationship goes beyond 
that point, according to this reading, then 
there may be expressions of open concern. 


or their part, the Thais are adamant 
that Yang's trip was arranged by su- 
preme commander Gen. Saiyud Kerdphol 
well before the latest round of border fight- 
ing and make the point that if it was specifi- 
cally timed to coincide with the Vietnam- 
ese attack on the Nong Chan resistance 
encampment it would have been embar- 
rassingly obvious. Still, diplomats and 
other observers feel it is valid to assume 
that the visit was planned for at least à 
period when Hanoi could be expected to 
be adopting a higher battlefield profile. 
After the Chinese chief of staff's depar- 
ture, it is understood Saiyud asked the 
Foreign Ministry to clarify four points 
with Thailand's “friends,” the first of them 
being that the invitation to Yang was ex- 


tended to reciprocate previous visits to 
China by Thai military delegations. In an 
interview with the REVIEW, Saiyud was 
anxious to stress the protocol involved. 
"Our people have visited Chinese military 
installations," he said, "so I think we 
should invite them [Chinese army officers] 
too. That's the way I see it, but I do not 
know about the attitude of other friendly 
countries in this area." 

The Thai supreme commander also 
wanted to demonstrate to China Thai- 
land's military capabilities and self-re- 
liance, to bolster mutual respect among 
leaders of the two nations, and to use the 
visit to underscore the growth in state-to- 
state relations and the corresponding de- 
cline in China's links with the Communist 
Party of Thailand (CPT). 

More specifically, Yang was returning a 
visit to Peking in May 1981 by Gen. Serm 
na Nakhon, then Thai supreme comman- 
der and currently deputy prime minister. 
The general's party also included joint 
army intelligence chief Lieut-Gen. Ard 
Chartnakrop. In March that year, Chinese 
air force commander Zhang Tingfa spent 
eight days in Thailand, and the following 
July Thai naval commander Adm. Samut 
Sahanawin went to China — a visit recip- 





rocated nine months later by his Chinese 
counterpart, Ye Fei. 

There were also two other publicised 
visits in June and July last year — one by 
then deputy supreme commander Gen. 
Chao Sawat Disongkram, as guest of the 
Chinese general staff, and one a short time 
later by then army commander-in-chief 
Gen. Prayuth Charumanee, who retired 
last October. 

Thailand sees itself as a bridge between 
Peking and the other Asean capitals — a 
role that, officials say, is recognised by 
both Indonesia and Malaysia. As one Thai 
official put it: “We don't have to explain 
why we have a close relationship with 
China because both governments under- 
stand our position. " 

From Bangkok's viewpoint, realism de- 
mands that China remain a factor in the 
Cambodia equation. And in their avowed 
aim to convince China that it should work 
with Asean in seeking a solution to the 
problem, the Thais feel they have made 
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Peking's stand from one of single-min- 
dedly bleeding Vietnam to one in which 
China recognises and guarantees the fu- 
ture sovereignty and neutrality of Cam- 
bodia. 

Saiyud believes Yang's unusually long 
stay helped to create a better understand- 
ing and bring about a narrowing of differ- 
ences. "We tried to explain to him that 
Thai policy is to depend on itself, [that] we 
want peace in the region, and to express to 
him that we believe we can look after our- 
selves [on the basis of] our self-reliance 
principle and total-defeace concept," he 
said. 

"The Chinese always say they support 
Thailand in the conflict with other coun- 
tries in this area," Saiyud continued, "but 
we also must be pretty certain that their 
help is something that we want. We are 


‘not going to accept help which does not 






: та CN. Т.Т "" 
„some headway — specifically in changing 


tions. This is significant. You try to help 
your friend with your own ideas, but this 
may not be helpful to your friend." 

Saiyud. reacted ambiguously — "It 
could be, and what's wrong with that?" — 
to suggestions of a possible quiet accom- 
modation. between China and Thailand 
under which the Chinese have given cer- 
tain assurances about the CPT to enable 
Thailand to concentrate fully on the sec- 
urity problem posed by the situation in 
Cambodia. Although external. defence 
has now become the main focus for much 
of Thailand's 160,000-man regular army; 
the. raising of a force. of 15,000 para- 
military rangers and judicious use of person- 
nel has enabled military planners to: keep 
up pressure on the CPT in a way which in- 
dicates they are anxious to exploit fully the 
current disarray in jungle ranks caused by 
the China-Vietnam conflict: 
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The Chinese claim in talks with the 
Thais that they are not providing financial 
assistance to the CPT, but at no point — 
even in private contacts — have they re- ' 
nounced moral support for the movement 
the Chinese party helped to foster. Thai 
officials contend that this is a situation they 
can live with despite some continuing 
doubts. 

"For the time being, I would think the 
Chinese also have their problems, and 
given] their relationship with the present 
Thai] government as it is today, they 
probably have more to gain than they 
are gaining from their colleagues in 
the CPT,” Saiyud said. “As long as this 
[situation] exists, Fm sure what they are 
saying could be more or less understood. 
But also because of the communist doc- 
trine, they will keep it [the relationship 
with the CPT] as an option." 

The Supreme Command chief looks on 





А sense of 
unease 


Jakarta understands Bangkok’s 


concern but feels Thailand 
may be overplaying its hand 


By Susumu Awanohara 


Jakarta: Indonesians are clearly unhappy 
about close — Sino-Thai _ relations, 
exemplified most recently by the visit of a 
top Chinese military official to Thailand. 
There is a growing feeling among policy- 
makers here that Thailand’ closer 
friendship with China is straining Asean’s 
solidarity on the Cambodia issue. 

The Indonesian reaction was cool when 
Thai Prime Minister Prem Tinsulanond 
visited Peking late last year only to extract 
the guarantee, as it is understood here, 
that China would come to Thailand's aid if 
the latter should be attacked by Vietnam. 
The assessment here is that Vietnam has 
neither the intention nor the capability to 
advance into Thailand. 

As one Indonesian analyst put it, the 
visit by Chinese chief of staff Yang Dezhi 
was "handled mysteriously." Apparently 
the fact that the Thais had not informed 
the Indonesian authorities about the visit 
added to concern here that they were 
overplaying the China card at the expense 
of Asean unity. The Indonesian view is 
that China constitutes a bigger long-term 
threat to Asean than does Vietnam and 
that Thai leaders share this view in princi- 
ple — but perhaps only in principle, it is 
sometimes suggested here. 

Indonesia realises that Thailand is most 
immediately threatened by Vietnam and 
has supported its policies as a front-line 
state. But Bangkok's excessive depen- 
dence on China could invite the Chinese 
into the Asean region, Indonesians have 
warned. More recently, the Indonesians 
seem to be stressing that the Thais are 
underestimating the influence Peking 
could have over ethnic Chinese in Thai- 


м 
Suharto with Prem: solidarity strained. 


land. The Overseas Chinese issue in Thai- 
land is not dead, they warn. 

Bangkok's behaviour forces Indonesia 
and perhaps other Asean members to re- 
consider the consensus that the regional 
group should respect and support Thai- 
land's position on the Indochinese ques- 
tion, some say. On one hand, it is under- 
stood that manoeuvring bigger external 
powers to ensure its own safety, and doing 
it well, is consistent with traditional Thai 
policy. 

But some sources say that Thailand, 
which has on occasion restrained hawkish 
Singapore, is apparently no longer in- 
terested in other Asean members' efforts 
to find a face-saving way out for Vietnam. 
The Thais are now reluctant to do any- 
thing to upset the Chinese, these sources 
say. And while closing their eyes to what- 
ever aid China gives to the Khmer Rouge 
faction of the Cambodian coalition, the 
Thais have refused to help Son Sann or 
Prince Norodom Sihanouk, others add. 

Most recently, in a speech summing up 
his past. five years in office, President 
Suharto reminded the Indonesian public 
that the nation’s relationship with China, 





frozen since the attempted communist 
coup here in 1965, could not yet be 
“liquidated.” The president added: “We 
judge as important the role of this great 
country in the international scene. But be- 
cause we place our safety and national in- 
terests above other interests, then, so long 
as [China] has not yet convinced us that it 
will not assist the remnants of the com- 
munist party to be found in the countries 
of Southeast Asia, I consider it not yet 
time to normalise diplomatic relations. . ." 


„оя observers felt this was a strong 
statement against China and speculated 
that it was an extension of the concern 
Suharto expressed recently to United 
States President. Ronald Reagan in 
Washington that any US assistance to 
China's modernisation, particularly in the 
area of defence, could jeopardise : the 
countries of Southeast Asia. There is even 
fear among Indonesian military leaders 
that the supply of advanced US weapons 
to China could result in obsolete Chinese 
weapons flowing to insurgents in the re- 
gion, one analyst claims. 

Noting that this was the first time that 
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Peking's involvement in the 1965 coup | 


that led to a national tragedy of enormous 
proportions. But many sense that his most 
; recent statement may nonetheless repre- 
sent an oblique signal that. Indonesia 
would be flexible should China drop its 
stated policy of maintaining ties with the 
communist parties of thé region. 

In what was probably the most impor- 
tant official statement on China in the past 
year, the head of the state intelligence 
body, Gen. Yoga Sugama, late last year 
cautioned against normalisation before its 
advantages became mutual. “If normali- 
sation were to take place now, the advan- 
tages would be greatly in favour of 
[China],” he said. China was still reluctant 
to abandon its hegemony over the region 
and maintained its efforts at infiltration 
and’ subversion of Indonesia, Yoga 
claimed. Traditionally, the military and the 
Muslims have been the strongest oppo- 
nents of normalisation with China, and 
Yoga reflects the military view. But even 
Yoga speaks about a balancing of advan- 
tages — a rational notion implying 
Jakarta’s readiness to normalise if the ad- 
vantages are mutual: 

On balance, however, Indonesia’s sus-. 
picion of China remains strong and it will 

"be wary of any Chinese moves to influence 
it.or its neighbours. This explains, to a 
arge extent, Indonesia's uneasiness at the 
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Malaysian fears of Chinese 
intentions have eased, 
but some problems linger 


Kuala Lumpur: Malaysia's China phobia 
reached its height in the 1950s and 19605, 

fed chiefly by Chinese support for the 
‘Communist | Party of Malaya (CPM). 

Kuala Lumpur's fears ebbed considerably 
in the late 19705, marked by the govern- 
ment’s formal recognition of. Peking in 
1975. The debate. continues, however, 
over which poses: the greater long-term 
danger — a powerful Vietnam or a patient 
Chína. 

Chief among the Chinese gestures that 
have given comfort to the leadership here 
is Peking's backing for the Cambodian 
coalition "led. by 
Sihanouk, even if € 3 
very different from. those of Malaysia and 
its Asean partners; Another source of 
satisfaction was the. return to Kuala Lum- 
pur early in 1981 of the former CPM chair- 
man, Musa Ahmad, after 25 years in China. 

Although the event was publicised here 
às a successful eloak-and-dagger opera- 
tion by Malaysian agents, Musa wasin fact 
escorted to Canton by.Chinese officials 
and then sent on to Hongkong — a clear 
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RESEARCH SCHOLARSHIPS 


;, The Scholarships are awarded with a view to encouraging research | 
leading to a master's or doctorate degree of the University. The- 
Scholarships are tenable for one year in the first instance but, subject 

to the scholar's satisfactory progress, may be renewed for a further 


Applicants must be university graduates who have demonstrated their. 
potential for undertaking independent but supervised research, 


The Research Scholarships will carry monthly emoluments in the | 
the, actual атоипт being determined after 
taking into consideration the candidate's qualifications and experience. 


The University will not provide passages for successful applicants. 
to take up these Scholarships; nor will it. pay any allowance to 
supplement the monthly emoluments stated above. 


Applications must be submitted on prescribed forms obtainable from 
the Registrar, National University of Singapore, Kent Ridge, Singapore 


Completed application forms must reach: the Registrar not iator: tha 
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Romanian rendezvous 


There are encouraging signs that relations between Hanoi and 
Peking are improving after three discreet meetings in Bucharest 


By Nayan Chanda 


hile ritualistic name-calling con- 

tinues in the Vietnamese and 
Chinese media, diplomats from Hanoi 
and Peking have begun low-level contacts 
in Bucharest and the Chinese capital. 
High-level consultations may begin after 
the second round of the Sino-Soviet con- 
sultations in Moscow. 

The reports of discreet Sino-Vietnam- 
ese contacts appear significant in view of 
recent subtle shifts in both countries’ pub- 
lic statements. While still labelling each 
other hegemonists and expansionists, re- 
cent statements from Hanoi and Peking 
seem to be narrowing down areas of possi- 
ble negotiation. 

According to diplomatic sources in Pe- 
king, the first meeting between Chinese 
and Vietnamese diplomats in Bucharest 
was in mid-1982. Although the encounter 
was arranged on the initiative of the 
Romanian Government, the Vietnamese 
are believed to have been encouraged to 
talk to a large degree by Hanoi's concern 
about Soviet approaches to China 
(REVIEW, Арг. 2, '82). A slackening of 
the tension along the Sino-Vietnamese 
border in early 1982 also helped tō im- 
prove the atmosphere. 

While briefing Western ambassadors in 
Hanoi last May, Vietnamese Foreign 
Minister Nguyen Co Thach was uncharac- 
teristically complimentary about China. 
Of his own accord, he pointed out-that 
border tension had been eased since the 
beginning of the year. Compared to an 
average of 100 incidents a month in 1981 
there were only 30 incidents, he told the 
ambassadors. Thach made similar public 
statements later indicating Vietnam's ap- 
preciation of China. 

Diplomatic sources said that since cii 


1982 three meetings had been held in 
Bucharest. The content of the discussions 
was not disclosed. However, the success 
of the Bucharest meetings is believed to 
have encouraged Hanoi to upgrade the 
level of contacts. Ho Han, a veteran China 
specialist with the Vietnamese Foreign 
Ministry was named counsellor at the 
Vietnamese Embassy in Peking late last 
year. He was expected to resume contacts 
with his Chinese counterparts to identify 
areas of negotiation. 

Shortly after the Lunar New Year in 
mid-February, Han was invited to a 
private dinner by Zhang Dewei, deputy 
director of the 1st Asia Division of the 
Chinese Foreign Ministry. Sources 
pointed out that this was not the first invi- 
tation from the Chinese, but noted that 
this was the first time since the breakdown 
of Sino- Vietnamese talks in 1980 that the 
Vietnamese had accepted such an invita- 
tion. Sources familiar with the develop- 
ments expect a resumption of formal Sino- 
Vietnamese consultations after the con- 
clusion of Sino-Soviet consultations begun 
in Moscow on March 1. 

Rooms role as a go-between assumes 
additional importance as it is the 
only member of Comecon (the Soviet eco- 
nomic bloc) to have good relations with 
Prince Norodom Sihanouk and China. 
Sources close to Sihanouk told the REVIEW 
that during the prince's visit to Bucharest 
(which was earlier visited by Thach) late 
last year he had extensive discussions 
about resolving the Cambodia problem. 

Among other things which Romanian 
President Nicolai Ceaucescu communi- 
cated to the prince was Vietnam's pri- 
vately expressed interest in Sihanouk's re- 














turn to Cambodia if there was a guarantee 
that the Khmer Rouge would not be part 
of a new Cambodian government. Person- 
ally, however, Ceaucescu favours a coali- 
tion government including Sihanouk, 
Heng Samrin and the Khmer Rouge. 
Ceaucescu also demonstrated his interest 
in Southeast Asia by undertaking a visit to 
the region last November-December. 

Analysis of the Vietnamese and 
Chinese media and monitoring of the 
Sino-Vietnamese border by Western in- 
telligence sources corroborate the reports 
of a lessening of tension between the two 
neighbours. Western intelligence sources 
said that in an unannounced move last 
November, both sides pulled back some 
army units from the common border. The 
relative calm along the frontier was also 
reflected in the silence of the Vietnamese 
media in December when for the first 
time, the media failed to publish a regular 
fortnightly report on so-called Chinese 
military provocations against Vietnam. 
Since late January, however, Hanoi has 
resumed publishing these reports. 

Despite continued Vietnamese and 
Chinese propaganda barrages there have 
been subtle changes in approach. Peking, 
which had earlier portrayed Vietnam as à 
Soviet cat's-paw in Southeast Asia, has, in 
recent months underlined contradictions 
developing between Hanoi and Moscow, 
thus justifying the need to increase such 
contradictions by dealing directly with 
Vietnam. Such a tack also serves to re- 
mind Vietnam of advantages which it 
could draw from relations with Peking. 

A commentary by the official Xinhua 
newsagency on January 1l provided a 
fresh explanation for Hanoi's reinforce- 
ment of its military presence in Cambodia. 
"Hanoi's other consideration in taking 
these steps," the commentary said, "is to 
cope with Moscow's advance into Laos 
and Cambodia." It noted that “though 
Vietnam has common interests with the 
Soviet Union in expansion in Southeast 
Asia, it is not willing to tolerate Soviet ac- 
tivities in Laos and Cambodia." 

Peking's changed tone was also notice- 
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able in its rather mild reaction to the Viet- 
namese announcement — in the wake of 
the Indochinese summit which closed on 
February 23 — that henceforth there 
would be an annual partial withdrawal of 
so-called volunteer troops from Cam- 
bodia 1f the security situation permitted. 
Although there is considerable scepticism 
among foreign observers about the au- 
thenticity of the Vietnamese withdrawal 
announced in July 1982, it was noted that, 
for the first time, Vietnam had mentioned 
an annual withdrawal as a regular feature, 
albeit conditional upon Cambodian sec- 
urity. This was a step towards the provi- 
sion of a timetable for a pull-out which 
China had sought as one of its conditions 
for a resumption of efforts aimed at Sino- 
Vietnamese normalisation. Hanoi also 
made it clear that its latest statement was 
aimed principally at Peking. 


Following the Vietnamese announce- 
ment, China published a five-point 
proposal for resolving the Cambodia issue, 
which was included in overall proposi- 
tions which China put to the Soviet Union 
last October (REVIEW, Mar. 3). The tim- 
ing of the Chinese disclosures indicates 
that they were aimed principally at the 
non-aligned summit in New Delhi-which 
began on March 7. Another aim was to put 
pressure on Moscow on the day the second 
round of Sino-Soviet talks began 

But the proposal is also believed to sig- 
nal to Hanoi that China is serious about 
resuming talks if some of the conditions 
are met. This was the first time China has 
publicly announced its readiness to talk to 
Hanoi before a total withdrawal from 
Cambodia — a precondition to which it 
has clung in public statements since 1979. 

Thach has countered the Chinese pro- 
posal by calling for а timetable from the 
Chinese *on an end to any threat, and an 





end to their support for [former Khmer | 


Rouge leader] Pol Pot and to the use of 
Thai territory [by anti-Vietnamese Cam- 
bodian resistance groups] A Radio 
Hanoi commentary on the Chinese pro- 
posal dropped the usual Vietnamese for- 
mula that its troops would be withdrawn 
from Cambodia only when the Chinese 
threat to Indochina was over. Instead the 
commentary called for a Chinese pledge 
not to threaten Cambodia. 

In contrast to its previous vague state- 
ments about a Chinese threat to In- 
dochina, the radio's commentary defined 
this threat as consisting exclusively of 
China's support to the anti- Vietnamese 
resistance forces in Cambodia. "If only 
the Chinese side pledges to discontinue" 
its support for Pol Pot and other forces, 
and put an end to its intervention in Cam- 
bodia's internal affairs, the commentary 
said, “the problem will be easily resolved 
and much simplified.” 

It may be premature to view these deve- 
lopments as the beginning of serious 
negotiations. But the restrained tone of 
Sino-Vietnamese public exchanges and 
calls for the resolution of specific issues 
nevertheless suggest a desire on both sides 
to seek a settlement by means other than 
military force ü 
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Wandering warlord 


Opium king Khun Sa will meet with resistance 
in any attempt to re-establish a Thai stronghold 


By A Correspondent 

Mae Hong Son, northern Thailand: 
After apparently failing to re-establish 
himself in the Burmese border enclave of 
Doi Larng, Shan Chinese opium warlord 
Khun Sa is now making a new attempt to 
the southwest. According to eyewitness 
accounts and local intelligence sources, 
hundreds of heavily armed Shan United 
Army (SUA) soldiers are massing in 
rebel-held hill country in Burma north of 
Mae Hong Son, Thailand's northwestern 
province. 

The SUA contingents arrived after a 
long and strenuous march from their pre- 
vious strongholds at Doi Larng and repor- 
tedly even from Ban Hin Taek, from 
where they were driven more than a year 
ago by Thai Government forces (REVIEW, 
Feb. 19, '82). They are reportedly survey- 
ing the area, trying to regain strength and 
to forge military as well as trading links 
with other armed insurgent groups. 

Although the SUA tried to move se- 
cretly, Thai spotter aircraft shadowed the 
columns as they proceeded along the bor- 
der, and measures are believed to have 
been taken already to prevent the SUA 
from infiltrating into Thailand once again. 
*For the Thais, it's now become a matter 
of face," noted one local observer. “They 
have shown the world that they mean busi- 
ness when dealing with the narcotics over- 


lords and they just can't 
leave the job half-done." 

Even if the SUA still has 
а. considerable presence 
on the other side of the 
border, its chances of set- 
ting up new headquarters 
near the Thai border are 
regarded as slim by most 
analysts. Any battle for 
the Mae Hong Son border 
area would be bitter. 
Khun Sa managed to slip 
back into Thailand just a 
few months after the eva- 
cuation of SUA soldiers 
from Ban Hin Taek in Jan- 
uary last year only to be driven out a sec- 
ond time by a fierce Thai counter-attack. 

Last July the SUA confronted forces 
from the Burmese Communist Party in a 
series of clashes at Doi Larng, and Khun 
Sa was able to play his strongest card 
against the Thais — that he was defending 
Thailand from communist penetration, à 
notion local Thai authorities had been wil- 
ling to accept until the battle of Ban Hin 
Taek. The Thais had previously treated 
the SUA and its clandestine activities with 
benign neglect. 

But this time it did not work: the Thais 
sealed the border and rejected the-possi- 





bility of any conciliatory steps towards the 


SUA. For this reason, local analysts 
argue, the SUA seems naive in believing 
that it can manage in Mae Hong Son what 
it has already failed to do in both Ban Hin 
Taek and Doi Larng. 

The SUA initially entered the Mae 
Hong Son area in 1977. At that time, 
Khun Sa aide Chang Puak — a warlord 
and former ally of Lo Hsing-han, Khun 
Sa's predecessor as opium king in the 
Golden Triangle — brought down troops 
from Ban Hin Taek to the border crossing 
point at Namonawn. Trading links were 
established between Mae Hong Son and 





Reluctant poppy pruners 


A United Nations anti-drug body expresses concern over 
Thailand's resistance to poppy-eradication programmes 


By Therese Obrecht 

Geneva: The United Nations Commis- 
sion on Narcotic Drugs (UNCND) has ex- 
pressed concern over Thailand's reluc- 
tance to launch poppy-eradication cam- 
paigns in politically sensitive areas near its 
border with Burma. A delegate to the 
UNCND conference in Vienna on Feb- 
ruary 7-16 told the REVIEW that delegates 
believed that the areas' present annual 
raw opium production of 50 tonnes should 
be reduced to 30 tonnes. 

Officials of the UN's Fund for Drug 
Abuse Control (FDAC) told the confer- 
ence that FDAC's highlands agricultural 
marketing and production project in Thai- 
land has been extended for two more 
years from December last year. One of its 
principal objectives is to assist the govern- 
ment in introducing long-term crop sub- 
stitution programmes in poppy-growing 
areas. 

UNCND session delegates were also 


concerned at the failure of the Burmese 
Government to halt opium production by 
secessionist military groups in the so- 
called Golden Triangle. About 400 tonnes 
of raw opium are produced annually in the 
area, which is located near where the 
borders of Burma, Thailand and Laos 
meet. 

Delegates noted that Burmese army op- 
erations, aimed at destroying poppy crops 
in the areas, have not succeeded in 
eliminating heroin laboratories or captur- 
ing stocks of the drug which are produced 
for export through Thailand. They added, 
however, that improved coordination of 
anti-drug operations by Burmese and Thai 
authorities over the past two years is en- 
couraging. 

The UNCND delegates praised Pakis- 
tan's efforts to cooperate with the UN 
agency in controlling illegal poppy grow- 
ing. They noted that President Zia-ul Haq 


had tightened law-enforcement measures 
and that this development — combined 
with FDAC, West German and United 
States programmes — had eradicated 
poppy production in an area which tradi- 
tionally had produced about 30% of 
Pakistan's opium crop. Total annual pro- 
duction of raw opium in Pakistan, the de- 
legates said, has decreased from 800 ton- 
nes in 1979 to only 80-90 tonnes last year. 

Another major topic of the conference 
was whether to include such synthetic 
drugs as valium and librium in a list of 
drugs over which the UN's International 
Narcotics Control Board exerts some con- 
trol. The production, sale and export of 
listed drugs are subject to the board's ap- 
proval. Delegates debated the issue for 
two days and a night, but were unable to 
reach an agreement, Sixteen. of 32 
UNCND member nations voted to list the 
drugs, but 20 votes are required for listing. 

Lobbying against listing by the phar- 
maceutical industries of a number of coun- 
tries — including France and West Ger- 
many — succeeded in heading off the 
move, which has been supported by the 
UN World Health Organisation. The US 
and the Soviet Union voted for listing both 
drugs. 


p—s 


24 


MARCH 17, 1983 e FAR EASTERN ECONOMIC REVIEW. 


REMEMBER ALL YOUR GOOD CONNECTIONS 
IN SOUTH EAST ASIA. 















© Kuala Lumpur © Singapore (President Merlin) — € Penang 
SA 
é Johor Baharu Merlin Tower Hotel е Johor Baharu Merlin Inn 


* Butterworth: # Өө Mersing ө Fraser's Hill.» © Cameron Highlands 


è Pattaya’ © Kuantan ® Desaru è Pulau Tioman 
€ Tanjung Rhu € Alor Setar (1983) € Segamat (1983) 


è Port Dickson (1984) è Perth (1984) 


Remember the gracious hospitality you've heard so 
much about? At The Merlin. The largest hotel chain of 
convenient stopovers and resorts in Malaysia, Singapore 
and Thailand. At most of the prime holiday and 
business locations. Romantic tropical islands, sunkissed 
beaches, cool mountain resorts and exotic Asian cities. 

With tastefully furnished rooms, delightful restaurants 
and bars, recreational centres, entertainment and 
convention halls. And a 
standard of service you'll | 
really enjoy. 


í у Merlin Hotels 


Your complete host 


For Enquiries and Reservations: 


* Merlin Hotels Group — Reservations © Interhotel Reservations System ~ * Bangkok Sales/Reservations Office * Mandarin Travel and Tours — 
2. Jalan Sultan Ismail Penang 8th Floor, Kong Boonma Building, Korea, Taiwan and Japan 
Kuala Lumpur, 04-04, Malaysia Unit 149, Ist Floor, Penang Plaza 697-701, Silom Road, Bangkok, en S г pa 
Tel: 03-480033/420033, Ext. 1924/5 126, Jalan Burmah, Penang Thailand ee e ара. Inc 
Telex: MA 30487 Malaysia. Tel: 04-370457 Tel: BKK 2330802, 2347 190-9 —— ne Surpa 
Cable: Merlin Kuala Lumpur © Interhotel Reservations System — BKK Telex: TH 82197 ^ Astociite (rie 
Singapore * Utell International Friendship Horel Group, Japan . 


Phuket Merlin Hotel, Thailand 


President Merlin Horel, Worldwide Offices 
181, Kitchener Road, Singapore 0820 & Cardinal Hotel Booking Service — 
Tel: 02-2985155 Telex: RS 26711 Hong Kong, Manila, Taipeh and 
Singapore 
Merlin Hotels € Kuala Lumpur ө Singapore (President Merlin) € Penang ө Johor Baharu Merlin Tower Hotel е Johor Baharu Merlin Inn е Butterworth i 
© Mersing е Fraser's Hill € Cameron Highlands € Pattaya © Kuantan * Desaru е Pulau Tioman € Tanjung Rhu € Alor Setar (1983) ө Segamat (1983) 


* Port Dickson (1984) € Perth (1984) 


FAR EASTERN ECONOMIC REVIEW e MARCH 17, 1983 





ormer Japanese prime minister 

Kakuei Tanaka, who was a vigorous 
58 years old when he was arrested in 
1976 on charges of having accepted 
bribes worth US$2 million from the 
United States aircraft company Lock- 
heed, may get a court verdict at the end 
of this year. The prosecution has de- 
manded five years' hard labour. 

But a guilty judgment would certainly 
be followed by an appeal, which could 
find him still awaiting a decision by the 
time he has turned 70. 

That is how the wheels of justice roll in 
Japan — where juries do not operate. 
Recently the Tokyo High Court finally 
reached a decision on compensation for 
a Japanese resident who lost three sons 
in a US Navy aircraft fighter crash 18 
years ago, and the Tokyo District Court 
heard the final defence argument for 
leftists accused of bombing attacks after 
10 years of testimony. (Another Japan- 


ese district court took 
25 years — 1956to 1981 
— to reach a judgment 
on à tax evasion case.) 

However, even this 
pales into  insignifi- 
cance when compared 
with the Guinness 
Book of Records entry 
for the longest litiga- 
tion, which is also from 
Asia — India. It ended 
in the city of Pune (or, 
as the Raj would have 
it, Poona) on April 28, 
1966, when one 















Taunggyi, the Shan state capital, and con- 
siderable amounts of raw opium, jade and 
other contraband has been transported 
along this route over the years. 

In-fighting in the SUA's camp, how- 
ever, resulted in Chang Puak being killed 
by his own men in 1978. Since then, the 
commander of the SUA's Mae Hong Son 
forces has been Ronald Chang, or Khun 
Hseng, Khun Sa's uncle and one of the few 
well-educated  offic- 
ers among the SUA's 
top leadership. 

So far, the Mae 
Hong Son area has 
been one of secon- 
dary importance to 
the SUA. The Namo- 
nawn camp has never 
housed more than 
soldiers, and control 
of the area has been 
in the hands of a rival 
organisation, the 
Shan State Army 
(SSA), to whom the 
SUA has had to pay 
taxes for jade being 
transported through 





Tanaka: speculation from the press. 


KHUN SAS LAST STAND 





Balasaheb Patloji Thorat received a 
favourable judgment on a suit regarding 
“rights of presiding over public func- 
tions and precedence at religious fes- 
tivals.” 

The suit was filed by Thorat's ances- 
tor, Maloji Thorat, in 1205 — 761 years 
before judgment was given. 

Another intriguing Asian criminal re- 
cord is the highest bail figure granted in a 
British court, which was £250,000 
(US$395,000) granted to the former 
Royal Hongkong Police chief superin- 
tendent, Peter Godber, who was appear- 
ing at the famous Bow Street magis- 
trate's court in 1974 charged with brib- 
ery. 

(Godber, it will be remembered, had 
made a dramatic flight from the colony 
to Britain the previous year, while being 
asked by the Independent Commission 
Against Corruption to explain his al- 
leged fortune of HK$4. million 

[US$649,500]. He was 
= arrested in April 1974 
on a complaint of brib- 
ery in Hongkong. The 
outcome was his ex- 
tradition to the colony 
in February 1975 and 
his jailing for four years 
for corruption. Не 
served his sentence and 
is now living in retire- 
ment in Britain.) 

The Godber bail sum 
may be a British re- 
cord, but it is peanuts 
compared to the world 


its territory. The opium convoys are be- 
lieved to have been conducted along more 
secret trading routes in the jungle. 

Now, however, with the strengthening 
of the SUA’s forces at the Mae Hong Son 
border, the situation has changed drasti- 
cally. No clashes have occurred as yet and 
SSA officers in the area seem to be confi- 
dent that they can handle the new and 
more dangerous conditions. 









FE LO Cy we 
РЕ ct 





record (American, of course) of 
US$46.5 million set in a damages case. 
Tanaka paid bail of #200 million 
(US$840,000 at today's exchange rate) 
for his release from jail in 1976. 

As Tanaka awaits the court's verdict, 
there is much speculation in the racier 
sections of the Japanese press about his 
state of health. He is said to have thyroid 
trouble and depression and to be drink- 
ing heavily — though it may be noted 
that he sticks to an expensive imported 
brand of whisky. 

A Tokyo psychiatrist was quoted as 
saying: "Tanaka is feeling his role in so- 
ciety is coming to an end, so he wants to 
live it up. That is what maintains his state 
of excitement." 

But it is instructive to note that at the 
time of Tanaka's arrest on July 27, 1976, 
the media were describing the former 
premier in phrases such as "the sacrifi- 
cial lamb" and saying he "has been 
banished from the political arena" — an 
ironic remark about a man who just a 
few months ago was the kingmaker be- 
hind the rise to the prime ministership of 
Yasuhiro Nakasone. 

Also instructive is the fact that as long 
ago as the late 1940s, Tanaka, then a tyro 
in his first year in politics, was jailed over 
a coal industry scandal. (He was later 
found not guilty.) 

So it is even possible that, if he were to 
be found guilty on this occasion and to 
do his five years' hard labour, his politi- 
cal clout might be such that he would still 
not be “banished from the political 
arena." 


Since the SSA is extremely short of a 
munition and has been undergoing sev 
financial difficulties during the past ye 
it is likely that they will try to solve ! 
problem diplomatically rather tł 
through military means. 

It is still too early to say what might hi 
pen, but it is certain the Thai authorit 
are prepared to counter any SUA atten 
to set up a new base area 
Mae Hong Son. Apparent 
many SUA soldiers : 
aware of this. Large nu 
bers of them have alrea 
defected. Some are hiding 
small villages in Mae Hc 
Son or Amphoe Pai. Oth 
have returned to their hon 
in Shan state. The defect: 
tell of low morale within ! 
SUA, and confidence in ! 
SUA commanders' ability 
rebuild Khun Sa's shattered forces is 
portedly declining. 

For SUA leaders, the next few mon 
— or even weeks — will thus be import 
for the future of their army. Mae Н‹ 
Son will be the SUA's last stand: if tl 
fail there, they will have nowhere to gc 
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In an extraordinary city, 
Mandarin International offers 
a great hotel. 
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the hotel direct at Jakarta 321307, telex 45755, 
or any other Mandarin International hotel 
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WWF ‘Kojo Tanaka; BCL. 


The 
Giant Panda 
needs your help 
to survive 


ONS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 
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5 medium power Ku or 
S-band direct TV 
transponders 


Aerospatiale and its partner 
Ford Aerospace have the flexible, 
credible, high perfomance solution 


to today's varied communications needs: 


telecommunications, data transmission, 
community TV, direct broadcasting, 

or multipurpose missions. 

This is the bird already selected 

by Arabsat for launch in 1984 

and proposed for other 

regional and domestic markets. 
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24 C-band + 2 Ku 
or X-band 
general purpose 
communications 
transponders 





25 C-band general purpose 
transponders + 1 S-band 
community TV transponder 
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@ UNFORTUNATELY, the FOCUS on 
Hongkong featured in this issue of the 
REVIEW has little progress to report on 
the most vital issue — the negotiations 
between Britain and China on its future 
after 1997. M ally enough, when 

Si ward. ee broad- 
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bong. Ours a fr e society. “We value 
the aspirations of the individual — to 
have a job, a home, medical care and 
sound education. for our children.” 
Understandably, he did not go further 
and speak of democracy, but the mes- 
sage to Peking was underlined as he 
added: "In our culture, the cultures of 
East and West combine. These are price- 
less assets and we shall maintain them," 
i Hongkong has 
А у ources into creating 
conditions in which unemployment is 
minimal. More than 40% of a rapidly ex- 
panding population has been rehoused, 
_ and at least primary and secondary edu- 
cation is provided for all. However, his 
words may have rung tronically in the ear 
of an out-of-work immigrant in a squat- 
_ ter hut, Hongkong is one of Asia's most 
free. societies, though it might have 
struck one of the £8,000-plus Filipinas, 
who have come to Hongkong as inden- 
tured labourers working as domestic 
_ servants, that the i 
ment is inadequately concerned with 
ir human rights and liberties. 
















€ IN last week's REVIEW we reported 
the efforts made by a variety of countries 
to attract investments and people.from 
Hongkong. Some less scrupulous indi- 
viduals and firms are trying the same 
thing, and the local press is featuring 
many advertisements for property and 
other investment opportunities in Aus- 
tralia, Canada, the United States and 
elsewhere, often with heavy — and total- 
ly inaccurate — implication that, by buy- 
ing a stake in the country concerned, re- 


sidential rights, citizenship and a pass- | 


port will soon follow. Others try direct 
mail-shots. I received a letter a few 
weeks ago redolent of the truly Ameri- 
can hard sell. “Mr Davies,” it began, “I 
want to tell you first how much I enjoyed 
your recent article on the future of 
Hongkong . . ." and went on to suggest 
that [should buy a housing lot in Florida. 
The Review's diplomatic correspon- 
dent Nayan Chanda recently received a 
similar letter from a realtor in Oregon 
which stated: “During my last. visit to 
Hongkong, a few of my friends were, 
concerned as to the final disposition of 
Hongkong by China, and felt that they 
would be looking to place some of their 
assets in the United States asa hedge." It 
offered another ploy: "Only 800 home- 


| Sites left to market before we аге sold 


out,” 
e THE Soviet media for the first time 
are beginning to let the Russian people 
know some of the difficulties and armed 
opposition being. met by their ari 


occupation in Afghanistan. In recent’ 


weeks the newsagency Tass and the two 


main. newspapers, Pravda and Izvestia, . 


have Берип to report actions in which 


Soviet troops are pitted against Afghan - 


resistance fighters (though naturally that 
is not how the latter are described) and 
bomb attacks, even in Kabul itself. 

The most graphic illustration-of the 


tenuous hold the Soviet troops exercise. | 


over.even the major towns and cities.at 
night and over large tracts of the coun- 
tryside during the day has come with the 
arrival of letters posted within Afghanis- 
tan bearing stamps issued by the “Free 
Province of Wardak: 
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Doubtless these will soon become a 
philatelic collector's item. Let. us hope 
that they do not maintain a rarity value. 


e THE TIMES of London recently ran 
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most fourfold.* 
e IF anyone produces а deodorant : 
is faced: with the problem of. giving 
a name. After a flower perha 
Western product is named М! 
sales line, *Mum takes the wor 
being close," could have be 
Oedipus to Antigone.) For. a.c 
Hongkong manufacturer, it sc 

some curious reason appropriat 

name his "anti armpit odour medi 
powder" айегап animal not famous f 

its perfume, and so Fox Ba was launch 

on to the market. 

The. advertising blurb reads. curi- 
ously not. only because it is written in 
Chinglish but. because it is a pretty accus 
rate translation. of the accompanying 
Сһіпеѕе Not one of my Chinese friends 
hasbeen able to explain why oily ear w. 
should in any мау be connected w 
body odour: 


FOX BA ANTI ARMPIT оро 
MEDICINAL POWDER | 
5: Notification. — . 
Every youth with an oil-ear wax will pro- 
аке а bad smell after matured. 
prosperous year is between 
as aire it is a a king nd of dise 
ut the sm у isgus! 1 
beginning up tll Bow. ТО 
has such urbane | is very pain i. 
| Efficiency | 


















| “Fox Ba” is the king of f gettin rid of the 


bad smell of body and sweat. It is made 
by advance scientific methods, pressing 
e. materials s cog th It means no de 

struction to sweat gland under the s 

no harm to the normal secretion of the 
sweat gland. It helps to prevent the bad 

result and pain in си off the swea 

gland. Its maintance is long for ever. 


sage 
After bath, pour some: *Fox Ba" i і the 
pam, rubbed at the arm ah then a 
ad smell will wiped of i 
practised once a week. - 
First rubbed, Might Be Somewhat: Itehy 
But Will Have No Harm Later - 


e HEADLINE from Sri Lanka's Dail 2 


News, November 11, 1982, supplied b 
Tissa Devendra: 


| Husband admits suicide | 


e PERHAPS it has something to do 
with the organisation advertised in The. |. 
Sun, of Sri Lanka, also spotted y Ti issa ; 
Devendra: | 


Death Assistance Soc 













































mbodia: the 


ast November, at a conference on 
Cambodia at Princeton: University, 1 
et for the first time in 10 years my good 
friend Chhut Chhoeur, a Westernised and 
able Cambodian who now lives in the 
nited States. Chhoeur was ambassador 
to Australia under Marshal Lon Nol. As 
we reminisced about the: Cambodia of 
1970-75, he told me with conviction and 
later stated openly in a speech tothe con- 
ference — that Prince Norodom Sihanouk 
the only hope for the future; the only 
tian who can reunite Cambodians. In 
::1970, Chhoeur had welcomed the over- 
throw of Sihariouk by Lon Nol. I won- 
dered whether he had turned to Sihanouk 
as à saviour how mainly out of a sense of 
desperation for his country; ` 
„азо learned to my ‘surprise that In 
Tam, the incorruptible parliamentarian 


ily become an ardent supporter of the 
prince but is now his spokesman in the 
hanoukist enclaves alóng the Thai-Cam- 
odian border. 

Several weeks earlier, in New York, I 
lunched with Sihanouk’s one-time prime 
minister, Son Sann, who later became a 
itic of both the prince and Lon Nol and 
ho has emerged as the тема, f: dne 


non- те ned. non- n ЕЙ, тецӣ 


pockets close to those of Sihanouk. 
Another of my friends, Gen. Sak Sut- 
khan, who was chief of staff to Lon Nol 


KPNLF. 
Sihanouk as president and Son Sann as 



















communist factions in the eight month- 
old tripartite coalition that. represents 
Democratic Kampuchea іп the United 
Nations. The third faction is the com- 
“munist Khmer Rouge, which has 20,000 
= soldiers and 100,000 followers: in the 










vading Vietnamese troops in, January 
< 1979. Their nominal leader is Khieu Sam- 







army and real authority are thought still to 
rest. with the hated. ai 
Pot, ruler of Cambodia from 1975 to сапу 
1979. The forces of this coalition together. 


control less than 5% of the err ey and 


population of Cambi 
Because I admire the nön- 


rations to achieve’a broadened go T 


who helped overthrow Sihanouk, has not ` 





d whose ability and judgment I respect, | 
returned recently from the US to jointhe | 


prime minister are leaders of the two non- 


mountainous jungle redoubts.. near the | 
Thai border, to which they fled from in- . 


phan, vice-president in charge of foreign: 
fairs; butcommand of the Khmer Rouge | 


id. discredited Pol | 





ment in Phnom Penh and а timetable for 
withdrawal of Vietnamese forces are 
probably illusory. As an infantryman once 
observed, always look first at what is hap- 
pening on the ground. What is happening 
in Cambodia is that а Vietnamese-pro- 
tected and Vietnamese-assisted govern- 
ment, the People's Republic of Kam- 
puchea (PRK), ts steadily gaining experi- 
ence and consolidating its authority and 
influence. The PRK is commonly dismiss- 
ed as a puppet of Vietnam. A more accu- 
rate description is that it. is à protectorate 
of Vietnam, differing not àt all in this re- 
spect from Laos. ` 

Cambodians with whom I talked in 
Cambodia regard the continued deploy- 
ment of Vietnamese forces in their terri- 
tory as a guarantee against the return of 
Pol Pot. Foreign Minister Hun Sen, a 33- 
year old former Khmer Rouge comman- 
der, put it quite simply: “We shall never 


| Emory Swank, pre- 
sident of the 
Cleveland Council 


on World Affairs 
ed 


d^ diplomats who conducted dy mis- 
Cambodia, About 120,000 Cambodians Са 
who share his vision populate the KPNLF 


sion into Thailand, Vietnam at 


| bodia earlier this year, consulting wi 
officials on the prospects of a diploma- 
tic settlement for Cambodia. 





play with death again." Everyone in the 
country is a. survivor. Fear of Pol Pot ac- 
counts for popular acquiescence in the 


presence of a traditional enemy, the Viet- | 


патеѕе; for popular acceptance of the 
PRK, and for the absence of support in- 
side. Cambodia - for the coalition with 






шс. inside C d Rd 
prince are ambivalent. A т 
conjectured that Sihanouk. 
older peasants but not ad 
urban population. It is a fact t 
talked to priv 
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cial efforts to 

ruler and an as 





measure of his 


"he PRK i 

for economi 
fencé: Soviet economic assistance 
US$350 million from 1979 to 1982: 
national assistance fro ` the US and 
others averted famine in 1979-80, and r 


Nef agencies: con nue to provide agricul- 


jrth of a nation 


‘tural support and medical services. The 





| also says: ‘somethi 


| tive rule. The Vietna 











Vietnamese, who occupied a totally disor- 
ganised, almost destitute land, have pro- 
vided assistance of all sorts. Technical aid 
predominates, with Vietnamese advisers 
serving in ministries and technicians staff- 
ing industries to supplement the tiny corps 
of intellectuals and artisans who survived 
Pol Pot. 

Practically starting from стай Cam- 
bodia has made an astonishing and re- 
markable recovery. Production of rice has 
increased to a point at which self-suffi- 
ciency may be attained after two or three 
years. Industry is slowly being restored. 
There are 1.6 million students in primary 
school — there used to be none. Hospitals - 
have re-opened and medical care; though 


Still inadequate, has improved. Cam- 


bodia’s cultural institutions, including 
Büddhist temples, the Institute of Fine 
Arts and Music, the Corps de Ballet; ће 


'Royal Palace Museum and the Museum of 


Antiquities, are open again. Phnom Penh, 
where fewer than 100 people remained 
when the Vietnamese marched in, today 


has a population of 500,000. And the 


country's population has regained the "pre: 
Pol Pot level of 7 million. 

"This rebirth of the country stands as tes- 

timony to the resilience of its people. It 

g the effective- 

ness of Vietnamese and PRK governance: 









recovery would not have occurred as 


rapidly as it has under oppressive, insensi- 
filled apolitical . 
vacuum, and their role in government has 
been decisive up to the present time. Le 
Duc Tho, a high-ranking member of the 
Vietnamese  politburo, is generally 


-thought to oversee relations with Cam- 


bodia from Напоі. In Phnom Penh, the 
PRK politburo is dominated by Cambo- 
dians with ancient ties and loyalties to 
Hanoi as well asby younger Khmer Rouge 
dissidents who owe their survival to Viet- 
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jalists” and *Ameri- 
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very repressive re- 
an undisclosed 

з аге under- 
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or example, is 
ol — and has great 
domestic policy. : 










while, the 150;000-man Vietnamese occu- 
pation force is well-disciplined: fraternisa- 
tion is discouraged, and incidents involv- 
ing the civilia lation are rare. And 
so: Vietnam has dy made concessions 
to Cambodian nation ism and these will 
eas PRK leaders 
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foreign troops t 
about? The statem ts of Sen and Thach 


























were tantamount to saying that there is no 
Cambodian question to resolve. 

Some diplomats in Hanoi do not rule 
out a compromise, though I fear that Sen 
and Thach said precisely what they meant 
to convey: that there is little or no room 
for bargaining since Vietnam and the PRK 
see their fundamental interests served by 


further consolidating the power of an un- 


altered PRK. Vietnam's interests аге, of 
course, dominant. Its leaders have con- 
cluded, I believe, that the economic depri- 
vation and diplomatic isolation they.are 
experiencing are out-balanced by retain- 
ing the dominant position in Indochina for 
which they fought so long and sacrificed so 
much to achieve, Additionally, their sus- 
picion of Chinese treachery and hostility is 
so powerful as to confirm them in their re- 
solve to stay the course in Cambodia what- 
ever the cost. Their distrust of China is 


now obsessive: , 


Jhatever its logic, Ido not expect this 
assessment to be accepted by support- 


-ers of Democratic Kampuchea. without a 


longer period of testing Vietnam. China 
and Thailand in particular are for their 
own reasons inno hurry to promote a set- 
tlement, and they display every sign. of 
readiness to temporise indefinitely. Con- 
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continue for 'time 
situation аге the Cam 
ravages of Pol Pot, the 






women could make a major co 
to rebuilding the nation. з 
ferring citizenship о 
"reactionary | 
nounced by the PRK last September, 
there is ambiguity as to its applicabili 
political opponents: In any case the long 
the civil war lasts, the greater will be th 
accumulated: bitterness which separate: 
non-commanist -Cambodians from 
PRK and the vast majority of the po 
tion under its jurisdiction. | 
I do not envy my. friends: Chh 
Chhoeur, In Tam, Son Sann, and Sak, 
sakhan. Their. dilemma is to decide. w 



















their — and Cambodia's — best interest. 
But it will be another tragedy, on top of th 
multiple tragedies of the past 13 years, 
national reconciliation proves illusory 
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"APT тга ТҮРТ УПЫ туте TEES 
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Into the pending tray 
Foreign ministers postpone a decision on who should 
fill Cambodia's vacant seat at the non-aligned summit 


By Salamat Ali 

New Delhi: Diplomats had foreseen accu- 
rately that from among a host of contenti- 
ous global issues, ranging from worldwide 
disarmament to a new world economic 
order, preliminary meetings of the 
seventh conference of the non-aligned 
movement would be preoccupied by de- 
bate over whether to fill or leave vacant 
Cambodia's seat at the summit. 

Underscoring the importance the non- 
aligned states attach to other issues, the 
foreign ministers of the 101-nation move- 
ment got the Cambodia issue out of the 
way before the summit, but only after de- 
voting much of four working days to 
heated debates and hectic lobbying, which 
resulted in a decision to leave the seat 
empty. The summit itself, convened on 
March 7 and attended by about 70 heads 
of state and government, was then poised 
for a fairly calm five-day conference: 

Although the foreign ministers decided 
to keep the seat vacant and to shunt the 
issue of Cambodia's representation out of 
the summit, the three Asean members of 
the movement — Indonesia, Singapore 





and Malaysia — see the moves as a dip- 
lomatic gain. As Malaysian Foreign 
Minister Tan Sri Ghazali Shafie put it, the 
foreign ministers’ debates and their out- 
come have vindicated those member-na- 
tions which, since the sixth non-aligned 
summit at Havana in 1979, have ques- 
tioned the legality of suspending Demo- 
cratic Kampuchea's membership in the 
movement. 

The foreign ministers decided this time 
to let the movement's 36-member coordi- 
nation bureau become an ad hoc commit- 
tee "charged to examine the [Cambodia] 
question further, taking into account all 
suggestions made during the debate, to 
make a recommendation to the meeting of 
the foreign ministers to be held in 1985." 

The Vietnamese apparently do not see 
the outcome as a setback for them either. 
A Vietnamese source told the REVIEW at 
the opening of an officials’ conference, 
preceding the foreign ministers' meetings, 
that his side would not press for the accep- 
tance of Heng Samrin's claim to Cam- 
bodia's seat at the summit. The source 


Win some, lose some 


China's push to get a seat for Sihanouk at the non-aligned 
summit fails, but Peking continues to back the movement 


By V. G. Kulkarni 

Peking: China has failed in its bid to help 
seat the Democratic Kampuchea coalition 
headed by Prince Norodom Sihanouk at 
the New Delhi summit of the non-aligned 
countries, but it still supports the move- 
ment. Chinese Foreign Minister Wu Xue- 
qian, in his first interview with a foreign 
correspondent since he assumed office in 
November last year, told the REVIEW: 
“The Chinese Government has always at- 
tached great importance to the role played 
by the non-aligned movement in interna- 
tional affairs. 

*We firmly support the independent, 
sovereign, non-bloc principles of the 
movement and we support the position it 
has taken to oppose imperialism, colo- 
nialism, racialism, foreign domination 
and hegemonism in all forms," Wu said, 
adding: *We also support its position on 
the establishment of a new international 
economic order." 

Wu said that though Peking is not a 
member of the group, “over the years co- 
operation between China and the non- 
aligned movement in international affairs 
has been very effective." He said, how- 
ever, that China has not considered join- 
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ing the non-aligned movement or seeking 
observer status. 

On the opening of the March 7-11 sum- 
mit, Chinese Premier Zhao Ziyang also 
praised the conference, expressing strong 
support for the non-aligned movement in 
its struggle against colonialism and foreign 
domination. Zhao said the movement 
“has become a political force exerting im- 
portant influence on the present interna- 
tional arena." 

Since the beginning of the year, China, 
and the three Asean countries which are 
members of the non-aligned group — 
Malaysia, Singapore and Indonesia — 
have lobbied hard for an invitation for 
Sihanouk to attend the New Delhi sum- 
mit. Although the attempt failed, Wu reit- 
erated: “The Democratic Kampuchea co- 
alition government headed by Sihanouk 
[who was one of the founders of the move- 
ment] has won support of the majority of 
the member states of the United Nations. 
Regretfully, at the last n ed sum- 
mit [in Havana in 1979] Cuba went against 
the wishes of the overwhelming majority 
of non-aligned countries, contravened the 
principle of consensus and arbitrarily 





hazali! in New Delhi: a measure of success. ” 


said his delegation would only watch the 
Asean countries’ moves and react approp- 
riately, because Vietnam was primarily in- 
terested in avoiding disruption to ensure 
the success of the conference as a whole. 

Although the coordination bureau had 
also been charged during the Havana sum- 
mit with examining the Cambodia issue 
further, there is a qualitative change in the 
bureau’s new brief. The countries which 
debated the issue are divided into three 
groups: those in favour of seating at the 
current summit Prince Norodom 
Sihanouk, who leads the United Nations- 


ruled that the Kampuchea seat be kept 
vacant.” 

Despite the setback over Sihanouk, 
China does not want to play a spoiler’s 
role in relation to the non-aligned group, 
many of whose members are close Third 
World friends of Peking. Yu Mengjia, a 
deputy director in the Chinese Foreign 
Ministry who deals with international con- 
ferences, told the Peking correspondent 
of the Press Trust of India that Peking 
would not like to see the summit divided 
over immediate issues such as Cambodia 
and Afghanistan, but would like it to take 
a united stand on long-term issues such as 
opposition to imperialism and hegemonism 
and support for the new international 
economic order. 


ignificantly, on February 10, China's 

official Xinhua newsagency criticised 
the Soviet Communist Party newspaper 
Pravda for suggesting that the non-aligned 
summit should not take up the issues of 
Cambodia and Afghanistan for discus- 
sion. The Xinhua commentary accused 
Moscow of wanting to stifle discussion on 
these two issues. 

As late as February 20, China con- 
demned India for failing to invite 
Sihanouk. The official weekly, Beijing 
Review, called the host country's decision 
“irrational and _ incomprehensible.” 
Meanwhile, Indian enyoys were busy ex- 
plaining to other member countries the 
principle of consensus governing the 
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recognised Coalition Government of 
Democratic Kampuchea; those support- 
ing Heng Samrin as leader of the Hanoi- 
backed People's Republic of Kampuchea, 
and those which recognise Sihanouk's co- 
alition, but want to leave the seat vacant in 
the interests of non-aligned solidarity. 

Against this backdrop, the three Asean 
foreign ministers argued, with success, 
that the Cambodia issue was not only one 
involving whether Sihanouk should fill the 
Cambodian seat immediately, but one 
concerned with whether the movement 
should examine the legality of the proce- 
dure adopted at the Havana summit to 
keep out Democratic Kampuchea. They 
demanded that specific criteria and proce- 
dures for suspension or expulsion of mem- 
bers should be established. 

Ghazali argued that Democratic Kam- 
puchea had held a seat in the movement 
until its representatives were physically 
barred from the conference hall in 
Havana. И was only after this tactic was 
used to vacate Cambodia's seat that 
Cuban President Fidel Castro announced 
that, due to a lack of consensus on whe- 
ther the seat should go to Democratic 
Kampuchea or to the People’s Republic of 
Kampuchea, the seat would remain va- 
cant. Had Democratic Kampuchea been 
allowed to occupy the seat, a lack of con- 
sensus on rival claims to representation 
probably would have preserved the status 
quo, and Democratic Kampuchea would 
still be a sitting member, Ghazali asserted. 

Ghazali also argued that though his gov- 





movement and the lack of precedent for 
inviting anyone in an individual capacity, 
even if he is a founder of the movement it- 
self. 

Open support for Sihanouk came from 
only a handful of countries from among 
the movement’s 97-strong membership. 
Even Pakistan, a staunch ally of China, 
told a visiting Indian emissary that it 
would not on its own bring up the issue of 
Cambodian representation. Diplomatic 
observers in Peking told the REVIEW that 
as there are so many divisive issues con- 
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“We hold that the demand of Prince 
Sihanouk for the restoration of the legiti- 
mate seat of Democratic Kampuchea is 
fully justified." Therefore, Peking’s 
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ernment did not condone the mass killings 
and other brutal policies of the.Pol Pot 
government in Cambodia during the 
1970s, he could not accept the prinelple of 
outsiders deciding who should represent a 
government in the movement on the basis 
of its past domestic performance. 
“Havana has set a bad precedent, and re- 
member that in future some other host 
country could use this precedent to throw 
out some other country.” 

The foreign ministers' agreement to let 
the coordination bureau examine the pro- 
cedural issue came only after a virtual 
deadlock in the pre-summit debate. Sin- 
gaporean Foreign Minister S. Dhanabalan 
told the press that if he did not get satisfac- 
tion on the procedural question at the 
foreign ministers' level, he would raise the 
issue at the summit. But in a relatively con- 
ciliatory mood, Ghazali said at a briefing 
the next day, March 5, that he would not 
like the Cambodia question to block dis- 
cussion of other preliminary agenda 
items, and wanted the issue set aside for 
further consultations which could con- 
tinue during the summit. 


he Asean members of the movement 

and their supporters see the foreign 
ministers' decision as an implicit go-ahead 
for the bureau to examine the validity of 
Castro's Havana ruling. Additionally they 
believe that the bureau has been given a 
specific time limit — until the 1985 foreign 
ministers' conference — to complete the 
task. 

With the Cambodia issue out of the 
way, attention turned to the workings of 
the political and economic committees, 
with their subcommittees discussing the 
Indian draft declaration to be presented 
for adoption at the summit. The draft 
touches on such political issues as: the 
situation in Southeast Asia in relation to 
the fighting in Cambodia; the situation in 
relation to the massacre last year of 
Palestinians in Beirut by Israeli-backed 
Lebanese forces; the: Israeli presence 
in Lebanon, and the creation of a Palesti- 
nian homeland with Jerusalem as its 
capital. 

Also included in the draft declaration is: 
the demand for withdrawal of superpower 
military presence from the Indian Ocean, 
an item linked with the Mauritius claim to 
the Chagos archipelago which includes 
Diego Garcia where a United States naval 
base is being developed; the indepen- 
dence of Namibia; the Argentinian claim 
to the Falkland Islands, and the larger is- 
sues of world peace and disarmament as 
well as a new world information and com- 
munications order. 

These issues have been framed to ac- 
commodate conflicting views of members 
in an effort to avoid acrimonious debate 
and radical changes prior to adoption of 
the declaration. 

Economic questions will also be an im- 
portant topic of discussion at the summit, 
with non-aligned members concerned 
about the four years of economic stagna- 
tion, rising unemployment around the 
world and the deteriorating terms of 
trade. 
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DIPLOMACY 


New stage for the sage 


Ivory Coast recognises Peking, causing a major 
diplomatic setback for Taiwan in Africa 


By Richard Breeze 

Hongkong: China climaxed its deter- 
mined thrust into Africa by establishing 
diplomatic links on March 1 with the West 
African state of Ivory Coast, up to now 
one of Taiwan's stalwart supporters. 

Ivory Coast is the last major African 
state outside South Africa's orbit to make 
the ritual bow to Peking. The only black 
states which now have links with Taiwan 
are Lesotho and Swaziland — which are 
within or adjoining South Africa — and 
Malawi, whose strongly anti-communist 
leader, Hastings Banda, knows that the 
country's economy is heavily dependent 
on labour exports to South Africa. Ivory 
Coast's shift towards Peking was inevita- 
ble, despite the formerly strong anti-com- 
munist stand of veteran president. Félix 
Houphouet-Boigny, given the pro-Peking 
tide sweeping Africa since the 1960s. 

The announcement of diplomatic ties 
came in a communique during a visit to 
Peking by Ivory Coast Foreign Minister 
Siméon Aké. Houphouet-Boigny had dis- 
patched Aké to China specifically to 
finalise the diplomatic deal. Aké stressed 
that the Ivory Coast leader attached 
"great importance to the establishment of 
diplomatic relations." Aké arrived in Pe- 
king on February 28 and the communique 
— according to a text published by the of- 
ficial Xinhua newsagency — was signed 
the following day. The text provided food 
for thought in that it referred to the 
Chinese Government as "representing the 
entire Chinese people," and thus pointed 
to China's concern over the question of its 
sovereignty over Hongkong (see box). 
The speed with which the document was 
signed indicated that much groundwork 
had previously been done elsewhere, 
perhaps in the United Nations, an African 
capital or Paris. 

Aké's main host was his Chinese coun- 


Zhao in Africa: now, another victory. 


terpart, Wu Xueqian, who is close to Afri- 
can questions having been a delegate to 
several Afro-Asian conferences and who, 
in 1979, led a lengthy tour by Chinese 
Communist Party officials to nine African 
countries. At a banquet given for Aké, 
Wu said that the development of friendly 
relations and cooperation with African 
countries “occupies an extremely import- 
ant position in China's foreign policy." 
This was demonstrated earlier by the 
29-day tour of Africa by Premier Zhao 
Ziyang which ended in Nairobi on January 
17 after visits to 11 nations (REVIEW, Feb. 
3). Wu travelled with Zhao. Apart from 
political gains at the expense of Moscow 
and Hanoi, Zhao had also sought to ex- 
pand China's export markets. Ivory 
Coast, with its 8.5 million people, is po- 
tentially an attractive market for China, 
though recession and falling prices for 
such products as coffee and cocoa have 
badly winded Ivory Coast's economy. 


B: Peking's political gains from its new 
links with Ivory Coast could outweigh 
trade advantages. Houphouet-Boigny, 
known as “le sage d'Afrique" (the wise 
man of Africa), is widely regarded as the 
elder statesman of Francophone Africa 
and is a privileged interlocutor of the 
French Government. In 1956-59 he served 
as a minister under France's Fourth Re- 
public and later under Gen. Charles de 
Gaulle. 

Houphouet-Boigny has nevertheless 
been something of a diplomatic maverick. 
Although the Ivory Coast leader had not 
hesitated to use the coat-tails of the 
French Communist Party to move into 
politics, he later became strongly anti- 
communist. Such attitudes not only al- 
lowed him to keep China at a distance and 
talk with Pretoria in the mid-1970s about 
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“ending its repressive apartheid policies, 
but encouraged links with Taiwan. Since 
Ivory Coast recognised the Taipei govern- 
тепе in 1963 the two countries have ex- 
panded cooperation, and Taiwan has 
helped Ivory Coast with the development 
‘of agriculture, handicrafts, - fisheries, 
"forestry, furniture manufacturing and 
< banking. 
t. Houphouet-Boigny's attitude towards 
the Chinese communists could have mel- 
lowed following the end of the Maoist 
epoch and the onset of the pragmatic 
policies of Deng Xiaoping. China's evolv- 









private enterprise — which some. dip- 
` lomats refer to.as para-capitalism — could 
be more appealing to Ivory Coast than the 
.. Stern anti-capitalist policies of Mao. 

It should also be noted that Ivory Coast, 
which has benefited from considerable aid 
from France, can now expect little more 
‚ from Paris, which is strapped for cash. It 
would thus be in Ivory Coast's interests to 
cast a larger.diplomatic net by moving to- 
wards China. « 
Given his.age, 
Boigny. — who. 
Coast for nearly 23 years — must also be 
considering the. views of those who will 


71-year-old. Houphouet- 





younger generation of leaders could have 
been asking why the country persisted in 





verseas Chinese 


“Hongkong: China has introduced an in- 
triguing new phrase into communiques 
onrecognition and exchange of diploma- 
tic relations which could have а bearing 
on the question of sovereignty over 
Hongkong. A communique signed on 
Jinks be- 





of Ivory Coast said: “The government of 
the Ivory Coast recognises that the gov- 
ublic. of |: 
< Chinas the sole legal government repre- 


This phrasing was not used, for exam- 
ple, in the communiques on recognition 
of China by Belgium in 1971 and the 









Washington recognised the government. a 
in Peking as the "sole legal government. 
of China." In February 1981, the com- 
munique dealing with the establishment 
of diplomatic links with Colombia used 


-clever public relations,” 






Peking and London started discus- 
sions on the future of Hongkong in Sep- 
tember 1982. Most of the territory is due 
to revert to China when leases signed by 
Britain with the Qing dynasty expire in 
1997. China has said that it will exercise 
its sovereignty over the whole of Hong- 
kong at that date. The question of 
. sovereignty may become the crucial 


ing mix of a socialist economy with some - 





‚ been ruling. Ivory: 


succeed him. Diplomats hold. that a` 


| munique 


issue as the negotiations over the territ- 
ory’s future develop. 
The new. formula, involving four kéy 
Chinese characters, was-first inserted 
into a joint communique in January 
when China blished links with the 
state of Angola. Ques- 
tioned about.the phrasing, authoritative 
Chinese sources. confirmed to. the 
di ‘Chinese 

` Macau . and 





Lawyers were intrigued” by. the new 
formula, "This is a funny one," a legal 
expert commented. The phrasing was 


seen as falling in the grey area between 
politics. But one | 
Leh ad held that, in using the phrase, 


international law and 


d not advanced its legal case 
very much further. "It's more like very 
he said. How- 
ever, lawyers were watching to see if the, 
new formula could possibly. be used i in 


| right to speak on behalf of the interests 
of Chinese people living in Hongkong? 






























the definition of Ch 
new Chinese Constitution adopted. by 
the National People's Congress last De- - 
cember 4 stated in Arti 
sons holding 








The words "entire, Chinese People" 


remain vague, however, and the new 
phrasing could have implications far 
beyond negotiations over Hongkong's 
future. It could muddy the-issue of the 
status of Chinese living abroad, particu- 
larly the large groups scattered through- 
out Southeast Asian countries. 


Indonesia, for example, had as many 


as 850,000 alien Chinese in. 1980 and 
another 100,000 people, nearly ай of 
them. Chinese, whose Indonesian citi- 
zenship “had ' yet. to be. 

Jakarta has been taking. steps to offer 
citizenship to those in the first category 
and improve the citizenship of those in 
: the second category, partly out of a fear 
that some ethnic Chinese might.act as a 
fifth column for Pekin 
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shying away from Peking, 
China has been emphasisin 
with the Third World and it: 


Aké, Zhao said that “it is a fundamental 
point of China's foreign policy to 
strengthen unity among Third World 
countries" and to safeguard their rights 
and interests. Zhao added that China “will 
regard its economic cooperation with Af- 
rica as the main point for the development 
of South-South cooperation." 

Taiwan reacted promptly to the Peking 
announcement, suspending relations with 
Ivory Coast. Taiwan's ambassador in the 
capital, Abidjan, Joei Cheng-kao — who 
has been the envoy there for 14.years — 
was told to lodge a strong protest. Ina 
statement, the Foreign Ministry.in ‘Taipei 


said that Ivory Coast's decision had "seri- . 


ously damaged the friendly relations be- 
tween the two countries." 

The forging of links with Ivory Coast 
was China's second decisive move in two 
months to roll up the diplomatic map of 
Africa. On January 12 it was announced 
that China had established full diplomatic 
links with Angola. This healed a breach 
which had been opened in 1975 when the 
former Portuguese possession became in- 
dependént with the pro-Soviet Popular 


Movement for the Liberation of Angola. 
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» merce writes from Taipei: 
Ivory Coast's establishment of diplomatic 
relations with Peking.reduces to 22 the 





number of countries with which Taiwan 
-maintains. official ties. Foreign Ministry 


sources claim that Ivory Coast caved in to 
pressure from neighbouring states in West 
Africa, all of which have official links with 
China,. and to offers. of economic assist- 
ance from Peking, fori в troubled econ- 
omy. 

China is said tos; ¿have bought up 
thousands of tonnes;of the West African 
nation's cocoa last, year to help. boost 
cocoa prices and to.help the country re- 
duce. swelling stockpiles of the commod- 
ity. Foreign Ministry sources also say that 
Peking has offeredijoans to help Ivory 
Coast pay off its large foreign debt. 

Rumours were;cireulating last Sep- 
tember in Abidjan and Peking that the Af- 
rican nation would.switch its diplomatic 
i October, Aké told Taiwan 








_of his country's intentions during a visit to 


Taipei. In early December, H. K. Yang, 
Taiwan's ambassador in South Africa, 
made an unpublicised visit to Abidjan to 
try to dissuade Houphouet-Boigny from... 
recognising Pekings: Р fü 
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countries, which come as a direct result of 
intimate market knowledge, are 

only one example of the many specialist 
services that we provide. 

Today, with more than 1,000 offices 
in 53 countries, concentrated in Asia, the 
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HongkongBank gives you access to a range 
of financial services which will help you 
not only to explore, but, more importantly, 
to succeed. 
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he portents a are iscouraging. No matter that Hongkong 
T: enthusiastically entering the age of the computer, no 

matter how sophisticated its banking and financial institu- 
tions, no matter how Hongkong factories are re-tooling to 
turn out high-t the soul of the community 
remains rooted in ns and beliefs. The most mod- 
ern bank will still omancer, a fungshui man. who will 























architectural pla: 
before the layo: 
Last summer, 


decided. 
iths befor British Prime Minister 
ptember to-discuss the 
a's strongman Deng 
Xiaoping, (duri ng which apera. to initiate 
negotiations-onl 


the validity of the three 191 rime treaties еа о on China 
by Britain in theaftermath of the Opium Wars which established 
Hongkong. a cold-laden winter set in to be followed by a wet and 
stormy spring. It was difficult to ju ify the geomancers’ associa- 
tion of water-with money, for the Hongkong economy, battered. 
by global recession, slowed. Projected growth rates were succes- 
sively downgraded. In February a grey, unimaginative budget 
attempted partially to. restore lost revenues from land sales and 
the property sector by. swingeing increases in indirect taxes on 
drinks, cigarettes, fuel and other items — imposts which natur- 
ally fell most heavily on low- and middle-income families and 
which will result in yet another round of increases in the costs of 
electricity and transport. They brought to an end a few more of 
the dwindling number of advantages of living in Hongkong. 
Meanwhile, a number of failures —some scandalous — of depo: 
sit-taking companies and troubles experienced Бу over-ex- 
tended companies such as Carrian and some property firms did 
nothing to improve confidence either in the competence of 
E charged with regulating such matters or in Hongkong it- 
sel 

The mood of Hongkong began to reflect the leaden horizons, 
the continuous drizzle; the grey clouds 
‘which hung uninterruptedly over the, 
hills of the New Territories. The сот: 








nd the lie of the. land before 
ce building are finalised, even | 


"alls. Thé South Atlantic had confirmed toh 


made in educating Thatcher and this, it is hoped, will contin 
the pace of negotiations picks up and with the visit in ea 


. and the British Ambassador to Peking, Sir Percy Cradock. 


and political realities and recognise China's sovereignty, the ke 
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cials in China had been airing dort 
tional People's Congress in Decem 
adopted yet айошег ДЫ айттып mal 












Chinese kades while insisi 
Chinese sovereignty, : 
templating сһапрй 


| ] \вптай» war against pene a 
Islands, an enterprise which stre 
popularity with the British electorate de: 


insisting on the twin issues of sovereignty an 
~~ an attitude at odds with a sensible apre 
future and which so far has been only parti; 
Foreign Office advisers. Neverthele 











March to London by Hongkong Governor Sir Edward You 













On the assumption that Thatcher must bow to geographica 


issue becomes whether British administrators will have any: 
ble role to play post-1997 and how Hongkong's key admin 
trators will be chosen — or appointed. Despite multiple exa 
ples of Britain staying on in the service of governments of ne 
decolonised countries since 1947, it seems unlikely that.m 
British civil servants would accept the role of mercenaries, re: 
quired to help in the running of Hongkong within a Peking: 
proved local hierarchy with one eye cocked on the Chi 

tal. For, while Hongkong has earned almost co 
for itself, {һе only real value of the British link is a negative on 
lying in the guarantee that London: 
not interfere in Hongkong's intern 


munity is well able to ride out crises, its 
volatile economy having withstood 
many booms and busts on the stock ex- 
change, ups and downs in the property 
sector and extreme swings between 
over-confidence and panic. But an in- 
finitely more worrying long-term gloom 


А "This FOCUS was s written i in Hongkong by 
Mary Lee (Overview -— co-authored by Derek 
Davies — Local Politics, Textiles, Electronics 
and Tourism), Philip Bowring (Government 
Finances), Anthony Rowley (The Banking 
System), Christopher Wood (Property) and 
Robert Delfs (Entrepot Trade). 


fairs —— a guarantee which a sovereigs 
China would be unable to give. T! 
people of Hongkong have no particula 
liking for a foreign administration, bu 
it is this. guarantee which makes; thi 
maintenance of the status quo attra 
for the overwhelming: majority: of th 
community, It is not that the people 
















has set in. While after the Thatcher 
visit, local consulates and high com- 
missions were deluged with inquiries by 
would-be emigrants, ‘the ‘majority of these 
were not followed up. But in January and 
February the number of actual applications 
(many by families of small and mid-level in- 
dustrialists, ^ entrepreneurs, professional 
people and technicians} more than tripled. 
The damage which’such à brain drain could 


causc if it continues was reflected in the im- Local Politics 63 | Sovereignty except on the most amoral, 
mediate measures taken by the countries of legalistic ground. The strength of Britain’ 
Southeast Asia, Taiwan and even by nations Industry/Textiles 65 | position lies in the stated desire of Peking’s 


as distant and disparate as Argentina and 
; Ireland to attract to their shores people from 
Hongkong with desirable qualifications or 
money to invest (REVIEW, Mar. 10). As the 
; representative of опе of the countries which 
has welcomed many Hongkong emigrants in 
the past said: “The danger is that Hongkong 
ot tu ble down, but stumble down." 
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Hongkong wish to be ruled by foreign 
ers; they do not wish to live un 
communism -— or subject to the whim 












Грасис connection. Th strength of China’ 
position lies (pace Thatcher) in its right | 





















modernising leaders to maintain Hong- 
| kong's prosperity, (from which ‘China di. 
rectly gains over 30% of its vital foreign 
exchange earnings) and in the bluntofac 
that, if they. get Hongkong wrong, - 
hopes of eventual reconciliation and reu 
with Taiwan 
«tant future 
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When the British first 
raised the subject of Hong- 
kong’s future with Chinese 
leaders, Peking's line — ini- 
tiated by then vice-premier 
Deng Xiaoping — was that 
“investors should put their 
hearts at ease.” That was in 
1979, when Hongkong's 
governor of the day, Sir 
Murray (now Lord) Mac- 
Lehose, visited China. The 
economy was booming and 
investors were bullish. 

Since British Prime 
Minister Margaret That- 
cher’s historic visit to China 
last September and the start 
of Sino-British talks on 
Hongkong's future shortly 
afterwards, Peking has 
evolved a plan — dubbed 
the 16-character solution by 
local | commentators 
which, coming in the midst 
of an economic recession, 
has left not only business- 
men but most of the local 
community very ill at ease. 

The 16-character solution 
involves regaining — sov- 
ercignty (in 1997); preserv- 
ing the original (capitalist) 
system; self-government as 
u special administrative re- 
gion (SAR) and maintain- 
ing prosperity and stability. 
This Chinese plan is very 
different from how Britain 
hopes to attain the common 
goal of maintaining prosperity and stability. 


Britain — plus Hongkong's business and industrial leaders — ; 


believe that this goal can only be achieved through a continuation 
of British administration and London hopes for some agreement 
with China which would allow British rule to continue past 1997. 

Hongkong, caught in the middle, is finding the political prob- 


lem of accommodating Chinese national pride and preserving its} 


unique social and economic system very hard to live with. It is the 
self-government aspect of the Chinese plan which disturbs inves- 
tors and the middle class, these being the people who have most 
to lose if things go wrong. Chinese leaders have said that Peking 
will not despatch a single People's Liberation Army soldier or 
Chinese bureaucrat to Hongkong after it regains sovereignty, 
but most Hongkong people assume (and Peking has not denied 
this) that local government leaders will be appointed by China. 


important as warding off direct Chinese rule. Interference 
by communist cadres in Hongkong's capitalist and free 
lifestyle would be irresistable, many believe, citing Liao 
Chengzhi's remark to a visiting delegation of Hongkong indus- 
trialists that “unhealthy speculation [in property] will be stop- 
ped." Liao's tone of censure — both vice-chairman of the Stand- 
ing Committee of the National People's Congress and director 
of Overseas Chinese Affairs in the State Council — sent a chill 
even down the spines of those who have been calling for legisla- 
tion to deter such speculation. : 
Nevertheless, to accommodate China's intention to turn 
Hongkong into a self-governing SAR, many local people have 
publicly called for a transition period extending beyond 1997 
during which ultimate authority would rest in a British-ap- 
pointed governor. (Britain itself has proposed to Peking an ex- 
tension of its administration beyond the crucial 1997 deadline 
which marks the end of British rule over the New Territories and 
thus, in practical terms, over all Hongkong.) 
In response to such calls, the local pro-communist Chinese 
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F* Hongkong, avoiding a pro-Peking administration is as 





I 
Reflecting the Hongkong mood: leaden horizons, grey clouds and rain, rain, rain. 


B press (reportedly on in- 

structions from Peking) 
have launched strong rebut- 
tals of what they regard as 
"absurd arguments? for the 
extension of British rule. In 
January, the authoritative 
Ta Kung Pao described 
these suggestions for a post- 
1997 British administration 
as "an affront to the intelli- 
pence and capability of the 
| community." It added: 
“То апу country with any 
self-respect, [and one] 
which has behind it a long 
and lofty tradition of revo- 
lution and anti-imperialism, 
maintaining alien rule on 
Chinese territory is unac- 
ceptable and unthinkable.” 

Do such statements mean 
that Peking is categorically 
refusing to allow British 
rule to continue after June 
30. 1997? Or are they no 
more than chest-thumping 
nationalistic rhetoric to stop 
waverers from joining the 
pro-British Hongkong 
camp (which is growing)? It 
could be either or both, 
since even the hardest line 
from Peking blurs occasion- 
ally. 

It appears that some form 
of official British presence is 
still. possible. Liao repor- 
tedly said in January (in 
reply to a question from а 
Hongkong village elder about China's attitude if Britain were to 
concede sovereignty and build a new airport in a locale which 
would also serve Guangdong province): "If Britain changes its 
attitude towards the three treaties, recognises China's 
sovereignty over Hongkong and executes a plan which benefited 
‘China, then we could change our present position." Liao did not 
elaborate. ~ 

On the other hand, a previously popular suggestion — that 
China should lease Hongkong to Britain under a management 
contract after regaining sovereignty, which Chinese General 
Secretary Hu Yaobang himself justified — is no longer men- 
tioned in Peking circles because "it is very difficult to realise," 
according to a Peking source quoted in the local Chinese 
magazine, Cheng Ming. 

In the meantime, it is certain that Peking does not wish to re- 
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cover Hongkong before the 1997 deadline. Various Hongkong 


delegations to Peking have been informed of this position by 
Chinese leaders, including Premier Zhao Ziyang. But, accord- 
ing to some sources, China cannot make such a declaration offi- 
cial until some sovereignty agreement has been reached with 
Britain. 

Having indicated that it is prepared to give Hongkong a 14- 
year transition to Chinese sovereignty, Peking is now putting 
pressure on the local population to accept — gracefully and con- 
fidently — this concession. Hence the persuasive edge to the 
Chinese campaign for the hearts and minds of the local popula- 
tion, 

Ta Kung Pao argued in its January editorial: “China’s project 
[of self-government for Hongkong under Chinese sovereignty] 
is in the immediate and long-term interests of the people of 
Hongkong. It also shows the Chinese Government's confidence 
in the people here . . . Given the opportunities they should cer- 
tainly be well prepared in 15 years [which is] a big dunk of any- 
one's working life." 

The propaganda campaign is further augmented by articles 


which publicise “the seizure of the Hongkong region by Britain" 
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(in case anyone should forget the Unequal Treaties) and thereby 
“the righteousness of China's recovery of its sovereignty and ad- 
ministrative rights.” One such article, published in Ta Kung 
Pao, concluded: “Any attempt to hold on to these territories 
(Hongkong, Kowloon and the New Territories) by distorting in- 
ternational law or by such arguments as ‘Hongkong is a key 
foreign dollar earner for China’ is of no use whatsoever.” Earlier 
on, the Wen Wei Pao had labelled local Chinese who felt the 
need to maintain British rule beyond 1997 as “slaves of foreig- 
ners.” In the midst of this name-calling appear regular assertions 
of China's role — provisions of water, fuel and food at stable 
prices as well as the sale of US dollars by the Bank of China to 
shore up the sinking Hongkong currency — in “bolstering and 
supporting" Hong Ong's prosperity and stability. 
n equally important aspect of the hearts and minds cam- 
A is the incréasing number of personal contacts 
which China's unofficial diplomatic office in Hongkong. 
the Xinhua newsagency, has established with local groups and 
leading industrialists, some of whom have also been invited to 
Peking — if only to hear the same assurances repeated by Zhao 
and Liao. At these meetings, industrialists are always reminded 
of the important role they play in keeping Hongkong's economy 
buoyant, while concerned businessmen and intellectuals are told 
of the political role they should be playing in the future adminis- 
tration, 

Occasionally, the propaganda machine churns out the wrong 
message — an indication that the leadership's comparatively lib- 
eral approach to the Hongkong problem has its dissenters 
among top cadres: In August and November, the Shanghai- 
based Liberation Army Daily, followed by the Liberation Daily 
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In these troubled times an elegant new figure takes the helm of the Hong- 
kong Trade Development Council: Lydia Dunn, member of both Executive 
and Legislative councils, first woman director of the Hongkong and 
Shanghai Banking Corp., director of the Mass Transit Railway and execu- 
tive director of Swire Pacific, a leading hong — in short, the first woman to 
reach the top rank of the local Establishment. 
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and the People’s Daily, published ideological arguments on the 
new class struggle in which references were made to the 
bourgeoisie in Hongkong. The local reaction was a predictable 
shudder, but some local pro-Peking media men were cmbarras- 
sed at the “stupidity” of their counterparts in China. Cheng 
Ming later reported that “some enlightened and wise leaders 
had not gone over this [the People’s Daily] editorial which con- 
tained the pernicious influence of leftist ideas . . . detrimental to 
the Chinese people and also to the stability of Hongkong.” In 
October, a visiting group of Hongkong journalists asked Libera- 
tion Daily staff in Shanghai about the confusion of the ela 

Struggle articles — a retraction was subsequently published — 
and the group was told: “The author's views were incorrect. He 
has since been re-instructed.” „У 

Chinese leaders are obviously not as insensitive to Hongkong. 
feelings as some people imagine. Instead of repeating the popu- 
lar Peking line that “if we can rule Shanghai well, we can surely | 
rule Hongkong," Liao told a visiting delegation of New Ter- 
ritories land-owners in January: “We will not rule Hongkong 
like Shanghai." This turn-around is evidence that Peking has 
been told how local ex-Shanghai industrialists and businessmen я 
have recalled — rather frequently these days — the brutal com- 
munist liberation of their city in 1949; and it indicates that the 
Chinese leadership's Shanghai allusions simply have not mus- 
tered one iota of confidence among this important Hongkong. 
sector. 

Peking has also found seemingly irrefutable replies to many 
questions troubling the local population. On the point that the 
vast majority of people want the status quo to be maintained, 
Chinese leaders counter with. the. all-encompassing: “The 
capitalist and social systems will not change, but the British gov- 
ernor, the garrison and the flag must go." The same answer 
applies to Hongkong's legal and judicial structure, though ap- 
peals to the Privy Council will end, to be substituted with a 
Hongkong court of last appeal. As to the future of Hongkong's. 
currency, Peking has said that the Hongkong and Chartered | 
banks will continue to issue dollars which will have the word cole | 
ony removed but which will remain freely interchangeable with 
all other currencies, including the renminbi. No reference how- _ 
ever has been made to the future role of the Bank of China. Law - 
und order, Peking has said, will be maintained by the Hongkong - 
police force which, in future, will lose only its royal prefix (as 
must the Royal Hongkong Jockey Club; horse racing is still to be 
allowed). The existing bureaucracy will also remain intact. 

However, even if what the Ta Kung Pao asserts is truc — that 
class struggle has ceased to be the theme in China, that political 
monkey business is dealt with tactfully but firmly and that new 
domestic policies show no sign of wcakening — a sticking poii 
remains. This is the constitutional structure of the future admin- | 
istration. Peking has not denied that it could exercise control — 
through its appointed head of the local government and has ^ 
made conflicting remarks about universal franchise (which | 
many in Hongkong regard as fundamental if autonomous self- 
government is to be achieved). MB 

What Peking must address is the issue of autonomy and to do _ 
this, it must understand how the system of government here 
works. The Hongkong administration is autonomous: the gover- 
пог. though appointed by the Queen, is under royal instruc- 
tion to govern in the interests of the people of Hongkong. Pres- 
sure from London at various times — particularly when the 
Labour Party.was in power — has been thwarted because of the 
autonomous structure of the local administration. There is mo 
question that local Chinese will rise to fill top places vacated by 
British civil servants. But can such a Hongkong administration 
be as free of interference from Peking later as it is from Britain | 
now? 

Itis one thing for Chinese leaders to admit to a poor track re- 
cord in political stability. But to ask more than 5 million people 
to trust the new Chinese statc Constitution to guarantee à 
degree of autonomy equal to that which now exists, isa different | 
matter altogether. Article 31 of the Chinese state constitution © 
merely provides a legal basis for SARs. It docs not guarantee au- 
tonomy. ш 





| ecent years has seen the emergence 
. of Hong Kong as one of the world's 
| foremost industrial and banking . 
centres. 
Strategically located on the coast of 
na, the small Territory has forged a 
ue place for itself among the first rank 
ading nations. Hong Kong however, 
s nothing for granted and hard won 
ccess in the past does not always 
'antee certain success in the future. 
Already, many major companies 
ating in Hong Kong have instituted 
sive investment programmes designed 
rease the.quality and competitiveness 
eir products and services in future 
ernational markets. | 
А closer examination of some 
mpanies' individual investment 
ogrammes will provide additional proof 
at Hong Kong is looking forward to an 
citing and confident future. 


omas De La Rue & Co. to establish HK$65 
on factory to print HK banknotes. 
ongkong Telephone Company announces 
K$5.5 billion capital investment programme 
г the next 6 years. PRI million i in.1983 
ne. 
Housing Authority announces HK§434 
lion worth of public housing construction 
mtracts awarded for Taipo, Cheung Chau and 
au Tau Kok. (5,778 flats for 32,800 people). 
Governme HK$240 million contract 
foundations of a HK$1.5. billion 6-tower 
ice E on Wanchai reclamation area. 


in: Amsterdam “ 


0 HK$30 million aluminium plant (Moder : of 


Metal & Refining Ltd) to start production at 
Yuen Long Industrial Estate in March 1983. 

C] HK$1.3 billion contract awarded by 
Hongkong Land to Gammon for first phase of 
Exchange Square development. 

C) American Express announces that all regional 
travellers cheque and credit card operations will 
be moved to Hong Kong. — 4 
C] Governor announces 203,000 public housing ` SE 
flats will be built between 1982/ 83 а апа 1986/87. 
(average of over 40,000 per y * 

zu rown Boveri of Swit 





panese Banks and 1 F ench Bank t to о open ; 
in Hong Kong 


О. Hongkong & Shanghai Bank 


year mortgages. 
L] HK Electronics Fair estimated to have: won 

HK$65 million in on-the- -spot orders with further 
HK$180 million under negotiation. - | 
L] Sea-Land and Far East Consortium announce | 
HK$1 billion joint venture container yard and 
multi: Storey freight station (world’s lar x 





For more information about Hong Kong 
products or promotions contact the — 
HKTDC or any of its 27 international 
offices. Our service is free-the business 
opportunities unlimited. 
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" Development Council 
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mulative (on the manifestations 


982 it was confidently as- 


sumed that re 55 тапіс Hongkong relatively 















very lightly industrialised world brought 
it back to Шеп stained growth. The weakness in the 
property market. à necessary but not very drastic cor- 
rection and the ket reflected this continuing optimism 
moving ari on the Hang Seng Index. It was the 


1997 issue, aftermath of British Prime Minis- 
visit last. September that acted as 
narket dried up precipitating so-called 
_ liquidit ome cases a thin disguise for insolvency): 
“most likely they would have happened. without Thatcher, but 
would have taken longer to become apparent. 
tability was the result of prices being driven to unsup- 
portable levels on the basis of ready access to borrowed funds. 


ing sufficient profit enroute not to worry too much about the fate 
of public shareholders or public or private creditors. 


quences of unwise lending. After a surprisingly strong export 


performance in the last half of 1981, it was still possible to look ^ 
for a 4-5% increase in exports in 1982 underpinning the 6% gross | 


domestic product growth forecast by Financial Secretary John 
Bremridge in February. But the yearbegan poorly with a 176 de- 
cline in first-quarter exports and got worse as it weht | 

First half exports were down 2% апа the second n 
4%, making an overall 3% decline — worse than the 1974-75 ie 
cession. Primarily as a result, Bremridge revised his growth fore- 
cast down to 4% in. September but it was still too optimistic: thé 
actual outcome was 2.4% growth. — 

“Hope for recovery was seen to lie in the United States market. 
In fact this declined only 196 in 1982 despite the weakness of con- 
sumer demand there. The reason seemed in substantial part düe 
to the strength of the US dollar making imports more competi- 
tive. In contrast, Hongkong's exports to Britain declined 10% 





and to West Germany by 5%. Both currencies were weak against |. | 


the Hongkong dollar until late in the year 
and when the local dollar nose-dived in the 
wake of Thatcher it was followed down- 
wards — for different reasons — by sterling. 
Until the 1997 scare, the Hongkong dol- 
lar had — for the good of exporters — 
probably been significantly overvalued. In 
1981 mated inflow. had shielded the ex- 


{HK$ billion) 


Revenue 
Recurrent : 
Direct 
Indirect . 

© ang In £706 Ug | Other 

БИ despite the fall in exports: im-.| Capital. 

ports fell faster. The currency actually. | a 
strengthened in the first half of 1982by6% | 
toatrade-weighted index of 90. But it tum- 
bled dramatically during August-October 
to 79.8 and a low against the US dollar of 
HK$6.95. It then stabilised around 
HK$6.50-60:US$1 but continued to bé. 
weak against other units as they rose 
against the greenback. 
Although the fall was primarily due to an 
outward rush of capital — counteracted to 
some extent by government repatriation of 
own deficit — it ap- 


Capital! 
‘Total! 
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Excluding 
‘approximately 26%. 


_kong’s inflation and wage costs s (despite p 


‚ there was only a marginal increase in total emp! 





Meanwhile, recession was proving as inescapable as the conse- > 


Public sector as % GDP? 


Notes:! All figures adjusted to reflect actuals spending rather than payments into and out of Capital: Werk: 

Reserve Fund created a year ago. In 1982-8 

compared with budget estimates of HK$11 billion and HK$8.4 billion respectively. The 1983-84 bud; 

; provid es for payment in of HK$8 billion and out of HK$9.3 billion. which will almost.ext 
KS. 4 billion payment in-respect of deferred acquisition of land at Tinshui 

3 Based on consolidated account. Excludes Mass Transit Railway. Including MTR woul 
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ments) continued to outstrip those of 
Manufacturing wage rates rose 10% in 
1982 after averaging 16% increases in th 











weakening and unemployment гіі 
only 4% іп September 1982 — real w 
early 1983. 


























slack was mostly taken up | expansie 
services (13% up) and, the.civil service 


ference between that and population growth t 
an unexplained decline in the labour force participatio: 
With exports so weak, domestic. dem nd was the onl 






Consumer demand in real terms rose only i 
employment situation and о а ; Governm 

















Public shareholder gullibility was also a factor enabling pro- |. RENE 
prietors to inject their own assets at greatly inflated prices, mak- ' 
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HKS$10.5 billion, was paid in and HK$8.9 billion paid o 


xhaust the f 


Source: Hongkong Government. 






y source of gro —'should be no problem given the likelihood of some recovery in 
capital n with expansion comin fom both the BOY: demand and the uncompetitive US exchange rate. However, 
ent and the Mass Transit Railway (MTR). Overall public- European markets are still in the doldrums and; protectionist 

i pressures severe, while secondary markets in Australia, Middle 


xpansion in construction was 25% and might well ha 
igher but for deliberate efforts from about mid-year to | East and Africa could be at best static because of weak commod- 































back spending. For the fiscal year, the government’s capital} ity prices. 
nding is estimated to be about HK$1 billion under original . High value- added, foreign-exch erating-service i 
dget. dustries, which have boomed in recent y pes will also find 






growth difficult because of problem 
; markets. However, re-export trade whi¢ 
due to both world recession and China’s ¢ 
imports may revive. An overall boost.w 
repatriation of reserves to meet governme: i 
Government finances have been one of the principal casualties 
jipment — after a 6% fall in 1982 — may also prove over- ..|. of the collapse of land prices. Land sales revenue fell rt of 
timistic given the uncertain state of world markets and the |. their HK$12 billion target by a massive HK$7 billio ing a 
istence of substantial overcapacity in some industries. | HK$4.9 billion projected surplus into a HK$2.6 billion deficit. 
ivate consumption may find the 3% growth forecast difficult | For 1983-84 Bremridge is now estimating that land will yield only 
meet, particularly since swingeing indirect tax increasesinthe | _HK$3.5 billion or 9% of total revenue compared with an original 
dget — mostly on consumption — amount to some 2% of |. projection of 33% for 1982-83. Although new estimates are on 
Р. In 1983, the only sure increase in domestic demand is. {һе conservative side and do not take account of some sites which 
obe from government consumption — to rise another 676 * |, may be sold during the year; it is clear that capital revenues are 
and further increase in the pace of МТК construction. Gov- | likely over time to return to historic averages of around 16% of 
ment's own capital spending will be almost static. revenue, in which case the government is likely to be facing a de- 
" ficit situation for some time unless further 
tax increases are imposed. As it was, for 
1983-84 Bremridge met 40% of the origi- 
ИИИ. a ; 1.1982 ] nally projected HK$7. 4 billion deficit with 
All imports* | 63. : 111,651 ; indirect tax increases and the rest by draw- 
ones "PED ; | E Y ‘downs from reserves. — 
| | 2:982 | 1873. Attempts were also made to hold down 
spending. However, though capital outlays 
x - S are stabilised in real terms, recurrent 
ictu ing imports of water. k 
es B not add up to total due to rounding. E ei ^A hoki downs and vit ODP ex pened 
to grow by 4%, the government's share is 
likely'to remain around 24% — excluding 
the MTR. For the time being, Bremridge 
‘has eschewed direct tax increases and bor- 
rowing. But he implied that he might have 
_ to borrow next year, apparently keeping 
his mind set i ut direct tax increases as a 


rivate sector construction fell 1%, but from the very high 
s engendered by the property boom. For 1983, Bremridge 
ecast a further slight decline. However, this could prove op- 
istic as massive oversupply of completed or near-completed ` 
се has led many developers to postpone new building com-* | 
tments. An expected 4% revival in investment in plant and 
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of financing much of the I 
ues via property developm К, 
наш — | E. : .OSR | collapsed because of the roperty ‘slump 
Guat ee Bb FE ‘ang. | апа the government, its strapped for 
Japan | 856 | 1 1 | 367] cash, is unwilling to put in more equity. 
uana | ғ L 94 ^ 7 28y Opinions ` seem divided, however, "over 
> Singapore к у 79] | 796 whether borrowing t this time would be 
Reg the world . .698 | Д ; 23,185 sign of confidence in the future or not and 
Tur p # whether it would be best to borrow locally 
. ot. offshore: 
One capital project which еа то Бе 


thought of as e Vote of confidence in the fu- 












Ali domestic exports z РІКУ Я : А E 
Clothing (exceptfur clothing) `: ; 29 ‘ 45 : 35 | budget —the new airport planned at Chek- 
Textile fabrics : . su 1924 d0 442 4,116 898 ры, It ene have cost HK$34 billion, 
Textile yarn and thread - ү з : 1 lated 
‘Textile made-ups and ret ed articles 1 us re ate 
_ Albtransistorised radios’ 
Electronic components | 
Footwear” 
i; Metal manufactures 
Metal ores and strap 
Watches and clocks 
; Others 


igures may not add и 



















BNP- International Structure 
Supporting Asian Growth 


The growth of BNP's international banking system is based on 
the sharing of knowledge, expertise and innovative techniques. 
Each of out 2,700 branches in 77 countries is linked by 
a common philosophy -- to Support and promote economic growth in | 

the markets in which we operate. libn ee TT 
тойдой Asia, our expansion has been intrinsically linked with 
the area's financial and economic development — introducing some 
of the world's most modern banking techniques to meet the demands 
. Of the regi domestic and international requirements. 
We are committed to offering strong and lasting support to 
Asian expansion through our links around the world. 










, & BNP branches and offices 
if Asia and the Pacific 
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Hoes Kone s top ps. 
photos has now been updated. 


In compiling the names 
included in this book, the 
editors and researchers 
selected those figures who are > 

_ leaders in their fields; in „overseas interested in the 
business, finance, commerce, affairs of the Colony. 
banking, the arts, sport,, ; 
government, the media; the ` The book Дө шош 
professions, manufacturing. un ents, Counsuls, Trade Com- 
and other spheres. — | missioners, Associations, 
Over 1,500 individual names - Clubs, Societies, and the 
and addresses, most of which... media with a wealth of 
are illustrated by photo- г. information on the people 
graphs, make this a valuable... involved i in, these institutions. 
reference book and an up- Nu i 
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ng's secondary banking sector, made up of some 
so-called deposit- taking companies у pre- 


hind DTC failures, which began to surface at the 
nd accelerated in the early weeks of this year, 
‚Ба: 


or as a whole їп recent years and — as it is 

inadequate official supervision. 

ik ely that more DTCs will go to the wall as 

It is equally likely that public depositors — 

‘who deposited their life savings with com- 

lised too late were unsound — will: 
unless, thatis, they decide to sue the gov- 


| rom the very unplanned development of Hong- 
kong's banking and secondary banking sectors over the past 15 
ог so years — consistent with the government's laissez-faire po- 
licy (except where special-interest groups are concerned). "The 
starting point might be said to have been the banking crisis of the 
mid-1960s when several locat. banks either collapsed or got into 
serious difficulties. 
This resulted in a complete embargo. on new bank licences 
from 1965 to 1972 after which a limit ratorium applied, 
with restrictive criteria set for new licences. At thesame time, an 
interest-rate agreement was brought in, not by statute but with 
the two biggest local banks — Hongkong & Shanghai and Char- 
tered — setting a lead for maximum deposit rates: through the 









(then) Exchange Banks Association. Other banks virtually had. 


to follow suit if they wanted to enjoy inter-bank facilities which 
the big local banks virtually monopolised (on the supply side) 
because of their strong position in garnering local deposits. 

The interest-rate agreement (which also set lending rates in 
effect) was nominally supposed to be to protect banks, and thus 
their depositors, against the kind of cut-throat rate competition 
which, in theory, had caused the 1965 collapses. It could equally 
be argued, however, that those collapses stemmed from impru- 
dent and under-regulated lending, As Secretary of Monetary 
Affairs Douglas Blye admitted in a recent. speech, there had 
been “very little supervision and regulation". of banks in Hong- 
kong until the 1964 Banking Ordinance was passed. 

The interest-rate agreement, meanwhile, not only deprived 
depositors of the market rates of return they might otherwise 
have expected on their money but encouraged bankers and 
financiers to find ways round it. This they did by establishing fi- 
nance companies, which at that time were totally unregulated in- 
stitutions able to carry on most bank functions except that they 
could not operate chequing accounts. But they could do. just 
about everything: else; ranging from Euromarket finance to 
trade and property finance and money lending. Just how liber- 
ally they interpreted their functions has become apparent only in 
the debacle of reet months. 


It was only in April 1976 that the: government required these | 


various finance companies to register under a Deposit- 
Taking Companies Ordinance. At that time there were some 
150 — a motley collection of institutions ranging from respecta- 
ble subsidiaries of local and foreign banks down to small firms 
specialising in such things as hire-purchase or taxi finance. Some 
were in-house finance vehicles for trading companies and, as it 


d little more than ineans of personal finance fer their dod 





The ordinance imposed a few rudimentary controls on DTCs, 
‘such as capital-related limits on loans to individuals and a mini- 
ze of HK$50, 000 det pede on eia udo Other- 
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wise they were free 10 do. as they wishi 
cember 1978 that the ordinance was amenc 
to make monthly returns to the Comm 
ing Companies (who: is also Commissi 
introduce legal liquidity requirements no 
the beginning of 1980, 
In the meantime the number of DTCs had ris 
cally — it now stands at 354 against 124 licensed bar 
April 1981 the government was forced to suspen 
tion of any further D ept those elated 
very much a case of 2 
gone, however, bec 
grown to HK$244 t 

































‘of essentially cheap funds. hanks to the inter 
ment) slipping away from them. They could: 
sits through their own DTC subsidiaries, of co 
limited consolation given th ‘hordes! of DTCs i inva 
ritory... 

Nevertheless it w 


"which was addücei 


public аа i р 
business, largely | 





to London's as a result of its own profligate mor 
ply policies and a reckless bout of property-salted len 
nevertheless just this prospect which Banking and. D 
missioner Colin Martin spoke of on February 16 
tempted to defend the government's policies. According 
tin, the government saw. "all the signs of a seconda 
crisis" in the DTC sector when it decided a “three-tier” f 
structure as from mid-1981. ; 

According to Martin, the government was conc 
huge volume of short-term funds which were: being pi 
positin DTCs which wer non-lending it at maturit 





was in effect. hot money utside which, when 

being poured into the local stockmarket, was put on sl 
deposit where returns were-highest. The situation th 
the classic elements of dangerous mismatching of func 
The government was quite right t to ре concerned bo 





banks and as, at the time, a. РТС" 5 minimum 
needed only 40 be an aaay modest HK$2 mill 
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E ajréoiedt s Бо às to айтас: funds back into the banks n. na 


while ensuring: that banks offered : as att active a range 








tive tool of monet tary урку the g government 
has proved a very imperfect tool in practice: ) 

So it was decreed that in future, registered D 
able to accept short-term deposits (upto three 
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Located in the heart of Europe we are used to looki 
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ting them out of a sector of the market where they had become 
very strong and upon which they had become critically depen- 
dent. If DTCs were prepared to apply for licensed status and in- 
crease the paid-up capital to a much bigger HK$100 million, 
they could continue to take short-term deposits — but only of 
sums of HK$500 million and over. By simultaneously abolishing 
the interest-rate agreement among banks on deposits of that 
size, however, the government effectively made sure even these 
large sums would flow into the banks. 

Thus, with this three-tier structure set up, the only place the 
public could put its short-term money (under HK$500 million) 
was with the banks, where of course the return on deposits was 
restricted by the cartel agreement. Blye recently claimed that it 
had been the government's intention all along — since the 1964 
Banking Ordinance — to confine all deposits of under three 
months to the banks. If so, the government has allowed any such 
ruling to be honoured more in the breach than in the obser- 
vance, and in any case it looked more like a hollow attempt on 
Blye's part to rationalise the heavy-handed way in which the rul- 
ing has recently been applied. 

The restrictions on DTCs’ access to short-term deposits — 
phased over a two-year period from June 30, 1981 — had its de- 
sired effect from the government's (and local banks’) point of 
view. Money was squeezed out of the DTC sector so that by June 
1982 its dependence on short-term deposits had been reduced by 
50% though some 59 DTCs still together hold short-term depo- 
sits of around HK$450 million. But by late last year all the ele- 
ments of a very dangerous squeeze on the DTC sector were in 
place. 

Hongkong had run into economic recession, along with the 
rest of the world, and many trading companies which DTCs had 
lent to were unable to repay their borrowings on time. Worse 
still, the glutted property market — to which many DTCs had 
also lent — was down by as much as 50% and some of the under- 
lying assets were worth less 
than the amounts DTCs had 
lent against them. If the gov- 
ernment failed to. foresee 
such a pernicious combina- 
tion of circumstances — the 
DTCs having their public de- 
posits squeezed out of them 
on the one hand and being 
unable to reduce their asset 
exposure on the other — then 
it was through grievous lack 
of foresight. There had been 
no shortage of commen- 
tators, including REVIEW 
writers, pointing to the dan- 
gers of recession, collapse in 
the property market and to a 
potentially dangerous 
squeeze on DTCs, 

Cracks began to appear in 
the DTC edifice last De- 
cember when Dollar Credit, 
one of the biggest of its kind 
with a balance shget of 
HK$1.28 billion and "larger 
than some local banks, failed. 
Extensive fraud has} since 
been alleged at Dollar] redit 
and two more DTCs^which 
have also failed, Ameriga & 
Panama Finance and Current 
Finance. All are being inves- 
tigated by the DTC Commis- 
sioner's Office with a view to ' 
finding out whether malfea- 
. sance was involved and whe- 
ther a report should be made 
to the attorney-general. 

But aside from the fact that 
secrecy provisions of the 
banking and DTC ordinances 
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Maria Poon Siu-fun and Cheung Long-chung: the only DTC arrests so far 
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apparently prevent the commissioner from giving any meaning- 
ful information at all to the police in such cases — and aside from 
the fact that a Securities Commission investigation into Dollar 
Credit seems to have resulted in no official action — the more re- 
levant question is why there should be a sudden rash of apparent 
fraud within DTCs. The answer, though the government is 
mealy-mouthed in acknowledging it, is obviously that the drying 
up of funds to DTCs coupled with the collapse in asset values 
had persuaded some DTC directors to cut and run (literally) 
while they still could. 

Several other DTCs have had their registrations either sus- 
pended or revoked in the wake of the recent crisis. They include 
(apart from the three mentioned above) Axona International 
Credit and Commerce, Hongkong Deposit & Guaranty, Tetra 
Finance (HK) and Whitehall Finance. One more, First Hong- 
kong Credit, was first suspended then permitted to accept depo- 
sits again as from February 26, once it was able to meet mini- 
mum legal liquidity requirements. Lack of sufficient liquidity is 
the basis on which all have been stopped from taking public de- 
posits but such lack of liquidity is hardly surprising given the sev- 
ering of DTCs lifeline to short-term public deposits and their 
lack of cash flow from loan repayments. 


ay of public deposits they would be able to make up 

for by securing fresh deposits from banks via the inter- 

bank market or from bigger DTCs, via the inter-DTC money 

market. This would be good for big local banks because it would 

increase their existing domination of the local money markets 

and allow them to make a margin on their lending to DTCs. But 
things (predictably) did not work out as neatly as that. 

To begin with, the rate at 
which the DTCs found they 
had non-performing or simply 
bad assets on their books grew 
rapidly towards the end of last 
year —at thesame time the Jig- 
gest banks were finding them- 
selves severely embarrassed 
by collapses in the property 
market and needing to prop 
up groups like Carrian and 
Eda Investments. So great 
was the banks' foreign (as 
much as local) exposure to the 
crumbling property market in 
their own right that they could 
not stomach the thought of 
extending even more money 
to the market via the DTCs. 
They declined to renew credit 
lines in some cases and that 
was where the real rot set in. 

Several DTCs, including 
Dollar Credit, went down and 
suddenly the awful prospect 
loomed of dozens more col- 
lapses with a knock-on effect 
into licensed banks, not only 
because of loans they had out- 
standing to DTCs but also be- 
cause of a possible crisis of 
confidence leading to runs on 
the banks themselves. Even 
senior bankers began to talk 
of a policy of sauve-qui-peut 
and banks having only 
enough resources to save 
themselves by recycling and 
not DTCs. 

Alarmed at this sudden 
crisis (largely of its own mak- 
ing), the government twisted 


T: government had assumed that what DTCs lose by 


i 
g 
: 
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s (presum: j 
y on such things as branching. regula 
anew). The Hongkong and Shanghai 

inks, too, were prevailed upon to offer suppor {ог | 
| managed" DTCs — though using their own funds on a commer- 
1 basis and not the government's own extensive deposits with 
hese two note-issuing banks: 
_ For a while the crisis receded and the dozen or more (possibly 
many more) which had been on the verge of collapse were given 
reprieve. Even so, registrations continued to be suspended or 
“revoked as the DTC commissioner found that certain DTCs 
“could not meet his liquidity requirements. No one, it appeared, 
was prepared to offer them support on any terms. 

Not all had public depositors but several did: in some cases 
hey were individuals who had put their life savings into DTCs 

hich they thought were sound and indeed had little way of 
knowing they were not. Not only did the government refuse to 

ompensate them (though its own "prudential supervision" of 
“such institutions had clearly been found wanting), but in effect it 
~ accused them of deservingall they got by being greedy enough to 
want the highest possible. rate.of return on their money — in 
-strange contrast to its purported concern for depositors’ money 
in banks when the interest rate agreement was introduced.. 

For public depositors, all the government had to advise was 

that they could resort to litigation like any other creditors — a 
















positors and the fact thatsome 
«fled or made arrangements o ly t 
_.ditors. It was otherwise up to 
bale. out stranded. depositors 
Likewise it pooh-poohed the it 
to guard against such collapses in future. 

Worse is obviously yet to come, however. On Febral. 26, 
‘the banking and DTC commissioner emerged from a state of vir- 
tual hiding since the crisis erupted (though there was no sign that 
any of his senior official colleagues had the courage to join him) 
to give a press conference at which he announced the current fi- 
nance suspension. 

At that press conference Martinsuggested that, in the light of 
recent events, members of the public might consider whether 
: tbey- should withdraw. their. 

the 


"otf their pones e- 
ers or to banks to 

















those which are) апа 10 of these take public йерде. The 
invitation is thus ‘clearly there for anyone. who has money 
on deposit with a DTE not obviously-related to a bank to with- 
draw it. 
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ent suggested. - 
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banks п now. But senior bankers pointed out in private that all 
those DTCs worthy.of bank support (and which already have 
clearing arrangements with the big two local banks) would also - 
have made such arrangements anyway. Again the clear implica- 
tion is that those DTCs beyond the pale will soon find both pub- 
lic and money-market deposits drying up. The result? Collapse 
— unless one or other of the big local banks should consider it 
worthwhile snapping up their equity for peanuts just for the sake 
of those good loans they have on their books. 






























have for supporting DTCs which are in effect bankrupt: and 
if they are. worth saving they could equally be worth taking 
over at knock-down prices. Beyond thatonly banks' self-interest 
in preventing a knock-on effect into the banking system proper 
could persuade them to offer lifelines to the more badly squeezed 
and badly managed DTCs. 
And badly managed many of them are. The balance-sheets of 
those which have failed are now beginning to be scrutinised. by 


T is difficult to see what possible incentives local banks could 


| many people other than the staff of the banking and DTC com- 


missioner — and sobering reading many of them. make. Not only 
have some DTCs made huge (in relation to their total assets) 
loans to individuals on unspecified security; they have also 
loaned very large sums to their own directors, in certain cases 
clearly. in breach of 
-f tatios.set out in the 

. ЮТС ordinance. 

4 Martin had claimed 

that; his-office does 
ke some qualita- 
ive. assessment of 
management and as- 
sets in DTCs — but at 
the same time he ad- 
„mitted, that this did 
not apply tothe seven 
| which have so far run 
| into. trouble. He has 
-also. begun to retreat 
wisibly over. his argu- 
ment that public de- 
positors have all the 
information available 
to them they need at 
the DTC registry to determine the financial health and ownership 
of DTCs. Not only are many real owners of DTCs masked by 
nominee shareholdings butalso—intheease of Dollar Creditfor 
example — what appeared to be a healthy balance-sheet at mak- 
ing-up. day, deteriorated with frightening suddenness as large 
sums of money were siphoned out of the company.» 

Despite this, the government is continuing to.insist that DTCs 
must completely lose access to short-term deposits by June 30. 
So there is to be no reprieve on that score. Meanwhile, the gov- 
ernment is also looking at the idea of tightening up regulations 
governing the amounts which a DTC may lend to one individual 
or group. Rules covering loan guarantors may also be tightened. 
Capital adequacy and solvency ratios тау also be introduced in 
future, for both banks and DTCs, while registered DTCs will in 
апу, case Бе Tequired 0 to meet (vety dest) minimum capital re- 

-HK$10 million by June 30. 
no ihe fact that: the banking commis- 

may be a case for relaxing the interest 
І агре deposits with 
banks, is any consolation to tho: Ositors with money in 
DTCs which have already failed — or who have fixed deposits 
yet to mature (and of which the government strongly discour- 
ages premature repayment) in non-bank-related DTCs. If the 

















| government is to salvage anything of its reputation in the current 


debacle it must at the very least be prepared to protect the small 
depositor. If not, then let jungle law prevail in Hongkong — and 
that has all sorts of other implications. | 
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Good financial strategy 
demands a bank 
that is well positioned. 


International business has dramatically shifted 
to greater and greater interdependence among 
all countries. Creating both opportunities and new challenges. 
Fuji Bank, through its ever expanding international network, 
is more than able to assist you with strategically located branches, 
agencies, representative offices, subsidiaries and affiliates throughout 
the financial capitals of the world with assets of more than 
87 billion U.S. dollars. 
Talk to our international staff. They're well prepared 
to offer you diversified financial services and 
the latest information on ever changing world markets. 
Fuji Bank. You can count on us. 


A FUJI BANK 


s Tokyo, Japan 


Fuji Bank's Overseas Network 

Hong Kong · Singapore - Seoul - Jakarta - Manila - Bangkok - Kuala Lumpur - Beijing - Sydney 
Melbourne - New York - Chicago · Los Angeles - Houston - Seattle - San Francisco - Toronto 
Mexico · Sao Paulo · Bahrain: Tehran London Dusseldorf: Zurich Luxembourg · Paris · Madrid 
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independence Mglument in Mexico City 
Fuji Bank's Representative Office 

in the center background 





soirs have their price. The answer: optimization of all the cost ipie 
found in the overall economy of our R-type diesels; rugged, reliable design combining 
experience with future needs; short engines and length-saving power take-off 
concepts for economic auxiliary power generated by the main engine. Where engine 
room heights are limited, the Sulzer medium-speed Z/ZA 40 and AS/AT 25 
engines offer equivalent overall economy on heavy fuel, too. And when it's time to 
part, the Sulzer engine will increase the selling price of your vessel. 
Overall economy including low fuel consumption is no surprise. 
After all, our name depends on it. 


Sulzer overall economy is no surprise 
so | should like to know more about 
O RLB diesel engines O RTA Superlongstroke engines 
O Z/ZA 40 engines O АЅ/АТ 25 engines O Service 





Name 





Company name and address 











Company position ___ 





Send to Sulzer Brothers Limited, CH-8401 Winterthur, Switzerland 
Diesel Engine Division 
Telephone 052 811122, Telex 896165 
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Established in Hong Kong in 1889, The Hongkong Land 
Company Ltd is today one of the largest property investment 
based companies in the world, 


Hongkong Land owns some 9 million sq. ft of lettable 
Space throughout the Pacific region. Its prime property 
investment portfolio comprises 3 million sq. ft of commercial 
Space in the heart of the central business district of Hong 
Kong. By the end of the decade, this city centre holding will 
be more than 5.5 million sq. ft. 


Hongkong Land's two major wholly-owned subsidiaries 
are The Dairy Farm Group of Companies and Mandarin 
international Hotels Ltd. 


Dairy Farm operates throughout the Pacific region, in 
Australasia and in the People's Republic of China, in airline 
catering and in food production and distribution, with more 








than 200 supermarkets and retail outlets, and an annual 
turnover exceeding HK$ 5,500 million 


Mandarin international Hotels develops and operates 
luxury and first class hotels in the region, including The 
Mandarin, Hong Kong and The Oriental, Bangkok, rated the 
world's two best. New hotels to open are The Vancouver 
Mandarin (1984), The Macau Excelsior (1984) and The 
Oriental, Singapore (1985). 


Hongkong Land associates include Jardine, Matheson & 
Co., Ltd, a major diversified Asia Pacific company which 
was established in 1832; Hong Kong Telephone Company 
Ltd and Hongkong Electric Holdings Ltd. 


For more information, please write to: 
Group Communications, The Hongkong Land Company Ltd, 
Alexandra House, Hong Kong. 


The Hongkong Land Group 


Hongkong Land * Mandarin International Hotels • Dairy Farm 























Turn your bank into an international network 
atthe speed of light. 


Look to Bank of America for 
correspondent banking services. 


If your customers are doing 
business where you don't have a 
bank, look to Bank of America. 
With rapid communications 
through our own 90-nation banking 
network, we extend your bank's 
services around the world. 


High-speed cash clearings and 
money transfers. 

As one of the leading partici- 
pants in international dollar trans- 
actions in New York, we provide 
quick, dependable cash clearings. 

In fact, we have the highest-volume 
California and western U.S. clearings 


in the world, with excellent 
availability. And our large capital 
and deposit base gives us the ability 
to absorb the liquidity shock of 
large payments. 


What's more, we move funds 
apidly throughout the world, 

using our own satellite communi- 
cations, SWIFT or any of the major 
public wire services. Which means 
you don't need a different foreign 
currency account for every 
location where you do business. 


Just a single dollar-account in 


New York or California, and you 
can clear all your Bank of America 
accounts worldwide. 





Trade finance services give 
you a worldwide presence 
without leaving home. 


Our global network provides 
you with trade finance services 
around the world. We offer a full 
range of financing instruments, 
including acceptances, advance 
accounts and overdrafts. We 
negotiate aggressive foreign 
exchange rates for you in major 
marketplaces. We negotiate and 
advise letters of credit throughout 
the world. And we confirm letters 
of credit where your customers do 
business-no need for special 
accounts in each business location. 


Special services to serve 
your customers and help you 
manage your bank. 


Our lending ability and project 
consultants help you help your 
customers grow. We provide 
participations in syndicated loans. 
Technical assistance in structuring 
loans. Financial engineering for 
complex financing packages 
Assistance with mergers and 
acquisitions. Market intelligence to 
bring together buyers and sellers. 

And advisory help ranging from 
international portfolio manage- 
ment to international cash 
management systems. 





Just as important, to help you 
manage your own bank's liquidity 
and liability position, we offer 
aggressive prices on Fed funds and 
interbank deposits. And we assist 
you with virtually every money 
market instrument, from U.S. 
government and municipal 
securities to bankers acceptances, 
Eurodollars and CDs. 

Solook to Bank of America 
for fast, efficient correspondent 
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Bank of America NTA&SA 


banking services. To get in touch 
with one of our specialized 
correspondent account officers, 
contact the Branch Manager at your 
nearest Bank of America office. And 
extend your bank around the world. 


Look to the Leader.” 
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Of live football by satellite 
and other lovely goals. 





With the installation of live telecasts of major sporting 
the first antenna at the Satellite events like the World Cup, 
Earth Station Complex in the F.A. Cup Finals, the Olympics 


autumn of 1969, international and other significant events 
television was introduced to from the Royal Wedding to the 
Hong Kong. Miss Universe Pageant. 

Since then, another antenna Our new antennas are de- 
has been added: to the Earth signed to hold track in winds of 
Station site at Stanley and two 118 miles per hour, a daunting 
more are being built, making condition for the footballer 
this complex the largest in attempting a penalty kick, but a 
Southeast Asia. breeze for the people here watch- 

To date, these facilities ing the spectacle. 


have brought 15,000 hours of The Satellite Earth Station 

" telecasts are just one more way 
Cable & Wireless is there when 
Hong Kong wants a look at the 
world, not to mention when the 
world wants to return the look. 

And our satellite systems 
are used for many other services, 
like international telephone, 
telex, and data; facilities devel- 
oped by Cable & Wireless for a 
growing Hong Kong. 

And we'll continue to be here 
providing not only a better grasp 
of information, but the longer 
reach to take advantage of it. 





Cable & Wireless (HK) Ltd. 


We've got connections. 


New Mercury House, 22 Fenwick Street, Hong Kong 
Telephone: 5-283111 Telegram: CABLEWIRE Telex: 73240 CWADM HX 


M KNOW 
CRAFTSMANSHIP 
LIKE THE PALM 

" OF OUR HAND. 


О what one investor says: 


“We have expanded our facilities four times 
in four years. Our manpower increased from 
40 to 1,200. Why? Working conditions are 
excellent.” 


TADATOMO IITAKA 
President 
Ricoh Watch Co., Ltd. 


In the business of investments, quality goes 
hand in hand with productivity. That’s where 
the Philippine Export Processing Zone keeps 
a precise, watchful eye. Enabling foreign 
investors to turn out products of international 
standards. 


Today, three Export Processing Zones are in 
operation. A fourth will be completed this 
year. And soon, more zones to push produc- 
tivity to a peak. 


Consider what the Philippines offers the 

investor: Strategic location. High literacy. 

Competitive labor costs. Government incen- 

tives. And most of all, superb skills and 

craftsmanship that paved the way for the 

PHILIPPINE expansion programs of many EPZA 

EXPORT investors. Ford. TMX. Texas Instruments. 

A PROCESSING Fairchild. Ricoh Watch. Essilor. Quelle. 

рх ES Fujima Koki. Fjord. Mattel. Hitachi Cable. 
“АЛШЕР AUTHORITY Dunlop. Eltra Asia/Pacific, among others. 


FOR PARTICULARS, WRITE OR CALL: Whether you're exporting watches, silk 
The Administrator, EPZA flowers, apparel, appliances, or electronic 


Legaspi Towers 111 , 
Roxas Bivd., Metro Manila, Philippines components, you can count on EPZA's 
Cable Address: BATAAN ZONE Manila productivity. 

Telex: 40723 EPZA PM 


Tel. Nos. 507-507 * 507-588 Class A all the way. 
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We are leading--- 


in currency dealings in the Asian Pacific region. 
We specialize in foreign exchange, amount of currency notes of every 
money changing and bullion trading. description daily. 


With modern equipments, a worldwide At Hang Seng, we provide the most 
correspondent network and a group of efficient and competitive services to 
highly trained personnel, our Currency correspondents and individual 
Centre handles a substantial customers. TRY US. 


=, HANG SENG BANK LTD. 
\/ Currency centre 


77 Des Voeux Road Central, HongKong Telephone: 5-8255111 Telex: 73311, 73323, 75225, 63030 


LOCAL POLITICS 


Oh, the irony 
of it all! 


orries about the future have attacked Hongkong like a 
political virus, producing symptoms which vary from 
convulsive outbursts to inward mumblings — and no 
sector of the, community appears immune. Taxi-drivers have 
taken to openly cursing British Prime Minister Margaret 
Thatcher for importing bad luck and the foulest winter weather 
in years. (She brought this package to Hongkong via Peking last 
September.) The cab-drivers — an internationally dependable 
political barometer — are also turning their wrath on Peking, de- 
spite the leftwing affiliations of their union, wishing the Chinese 
Government would come in and put an end to the gnawing un- 
certainty. 

Taxi-drivers however — vocal as they are these days — are not 
a 1997 pressure group. But they are not alone: no other collec- 
tion of government critics has shown itself capable of helping to 
steer the policymaking vehicle. So far, Hongkong people are 
doing little more than arguing among themselves while their fu- 
ture is being discussed in secret sessions. 

Meanwhile, rarely does a week pass without some group at- 
tacking the government for administrative foul-ups. These cri- 
tics and lobbyists, cover a wide spectrum — housing, labour, 
education, health, environment and transport. There are pres- 
sure groups pushing for everything from greater TV censorship 
to protection for battered women and children. But none has 
seen it necessary to mobilise the public to lay claim to their right 
in determining Hongkong's future. Perhaps it is because the vast 
majority of the local population has prematurely assumed that 
neither London nor Peking will grant them this right. 

Again, such calm acceptance is surprising. Local pressure 
groups — steered largely by a younger generation of the better- 
educated local-born who, unlike their refugee parents, are less 
hesitant about rocking the Establishment's boat — have become 
better organised. They also show a growing tendency to unite 
against policy decisions which affect the general population, 
such as higher electricity rates and bus-fare increases. Yet, the 
1997 issue has left them groping in the dark. 

Ironically, it was left to a group within the Establishment — the 
government-appointed Unofficial Members of the Executive 
and Legislative Councils (Umelco) — to hound London and de- 
mand that the Executive Council (Exco) be privy to Sino-British 
discussions and London's position on Hongkong's future. Lon- 
don acceded to Umelco's demand in January. Prior to this no one 
in Hongkong —other than the governor, his political adviser and 
the chief secretary — knew what was happening in the Peking 
talks or in the British Foreign and Commonwealth Office 
(FCO). 

However, Exco — as well as the Legislative Council (Legco) 
— has an image problem: it is essentially a privileged group made 
up largely of bankers and businessmen (including some expat- 
riates) who assist the government in the policymaking process 
behind closed doors. The few comments from Umelco on the 
1997 issue have been unimaginative repetitions of London and 
Peking's “соттоп aim of maintaining prosperity and stability" 
line. In fact the public was sufficiently cynical about Umelco's 
achievement that news of Exco securing a listening channel and 
advisory position in the top-secret 1997 talks was greeted with a 
marked lack of enthusiasm. 

Even so, itis too early to say how Exco will flex its muscle as a 
1997 pressure group: after all, little progress has been achieved 
so far at the talks. It remains to be seen whether this elite will go 
as far as directing the FCO role in the 1997 drama. 

In the meantime, two further pressure groups have also 
thrown themselves into the 1997 arena: the Hongkong Obser- 
vers — a loosely gathered organisation of about 35 young intel- 
lectuals and professionals — and Meeting Point, a group of some 
20 (also young) social activists drawn from а variety of fields. 
Both have already taken positions on Hongkong's future, 
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Argentinian view of Thatcher: some people in Hongkong dislike her too. 


though neither has yet attempted to organise popular support for 
its stance. 

The Observers recognise that Hongkong is part of China but 
want autonomy plus the preservation of existing freedoms. How- 
ever, they believe that Peking's proposal of self-government 
within a special administrative, regional framework does not 
amount to a guarantee that existing freedoms will be maintained, 
let alone real autonomy. Meeting Point, on the other hand, re- 
gards Chinese nationalism as fundamental to any solution. How- 
ever, it sees Peking's self-government proposal as “workable” 
and goes on to suggest that an elected mayor should replace the 
governor as head of the administration and submit an annual re- 
port to Peking and that a partly elected city council replace Legco 
(along with other ideas for change equally inchoate). 

However, despite their rather insubstantive positions on 
Hongkong's future, these two fledgling political movements are 
important because both show deep concern for and identity with 
the territory, making them ripe for grooming. Both seem aware 
of the danger, though: they could be used cynically as political 
pawns by either London or Peking or both. 


ity given the group by the pro-Peking press has earned 

it a pro-communist tag and the disdain of many fence- 
sitters. This group's image has been sufficiently tarnished by the 
red brush that China Spring — a North American-based demo- 
cratic movement founded by mainland Chinese students in the 
United States and Canada — wants nothing to do with it. 

For the moment then, both the Observers and Meeting Point 
are too feeble to lead Hongkong on the 1997 issue. But their 
weakness is far more fundamental than an inability to come up 
with a viable solution: they lack a real power base and appear re- 
luctant to establish one by standing in district board and Urban 
Council elections — the only two public bodies in Hongkong 


Me Point has already suffered a setback: wide public- 
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Taxi-drivers: their union is left-wing but th 


зу ve turned their wrath on Peking. 





SOUTH CHINA MORNING POT 











with elected representatives of the people. Until these two 
groups take public responsibility, they — and other 1997 pres- 
sure groups.as yet unformed — are no more than articulate 
armchair critics and commentators. 

Judging by deliberations within the Observers and Meeting 
Point, the issue of Hongkong's future is too large and complex 





шиша . 






| a= 
17 
EM 

[3 

ў & 
m m n ns. — 
| mumuu 
mummu 
шинин 
mmmuHE*Y 
шишиши 
пишиш 
шишиши 
шиша т 
шиит. 


шишт 
Serer 


тиниш) A FULL RANGE OF 
mwwmwmw BANKING SERVICES 


WR PROVIDED 





h ANNIVERSARY 
1933-1983 

















for them to think through on their own, impressive intellectual 
resources notwithstanding. The problem is essentially one of un- 
defined limits: Hongkong's future is not a blank canvas upon 
which charismatic visionaries can paint ideas. The task of steer- 
ing an energetic but uncoordinated community and a vigorous 
economy by second-guessing the direction Peking will or will not 
permit is awesome. 

But despite the dearth of leadership material in Hongkong. 
the younger generationis far from lost. Between them, they have 
founded pressure groups which have become an integral part of 
Hongkong's changing political and social environment. Their 
combined assault on the government's image was sufficiently 
damaging that a standing committee on pressure groups 
(SCOPG) was formed in 1978 to pre-empt future activities and 
reduce their harmful effects on the administration's reputation, 
an ambition which has enjoyed only limited success. 

Revelation of SCOPG's existence in 1980 raised a controversy 
because many saw sinister motives behind the hitherto secret 
committee's monitoring role. However, in its final report dated 
July 1979, SCOPG said: "Pressure groups might well bring about 
desirable changes in the community, provided they work within 
the law. In addition, in a place where established political parties 
and a universal electoral system do not exist [the latter now does, 
in a limited fashion, with the introduction of the district boards 
scheme last year] it could be argued that pressure groups provide 
the local community with a useful — and sometimes timely — 
safety valve." 

But there were clear reservations too: “Unchallenged expres- 
sion of extremist views carries the risk of very serious conse- 
quences for stability and security,” SCOPG continued. So far, 
however, this fear has not been borne out. 

What is certain, however, is that the younger generation will 
continue to demand a voice in the policymaking process no mat- 
ter how the 1997 problem is resolved by outsiders. SCOPG de- 
fined the government's "dilemma" as that of “steering between 
repressive over-action [sic] on the one hand and allowing a free 
rein on the other." And it recommended that “the best defence 
against potential damage by pressure groups is always a well-run 
administration, operating and seen to be operating in the in- 
terests of the population as a whole." With China's intention to 
recover sovereignty now casting a total shadow over Hongkong, 
SCOPG's words have multiple ironies. 
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Keeping one's shirt on 


Fu he flurry of activity in the financial and property sectors in 
recent years overshadowed the role of manufacturing as 
4 » the main pillar of Hongkong's economy. Nevertheless, 
the territory is still the world's largest producer of garments, 
watches and toys. Its exports accounted for an annual average 
65% of the gross domestic product in 1971-81: about 40% of the 
working population is employed in some 48,000 factories and 
Hongkong's status as a leading financial centre grew from this 
base of trade financing. 

However, over the past two years, world economic recession 
and high interest rates have buffeted the manufacturing sector. 
For the first time in years, Hongkong is experiencing a decline in 
export volume: it dropped by about 3% in 1982. Property-mar- 
ket speculation over the past five years also weakened the will of 
industrialists to struggle against trading difficulties. 

There is no question, however, that the engine for economic 
recovery lies in the manufacturing sector. Banks are now keen to 
provide industrial clients with special credit facilities since prop- 
erty financing has turned into а hazardous business of debt re- 
scheduling. The Hongkong and Shanghai Banking Corp. re- 
cently announced a scheme of one-year loans of up to 
HK$200,000 (US$30,257) for small manufacturers at 1?5 in- 
terest a month and repayable monthly, while the Chartered 





Fr qre thread running through 

Hongkong’s predominant 
4 » textile industry has 
strengthened considerably in re- 
cent months. The likelihood of 
market chaos in Western Europe 
— the European Economic Com- 
munity last year threatened to 
abandon the quota system but not 
its protectionist trade stance — 
has disappeared, at least until 
1986. With reasonable bilateral 
textile agreements now concluded 
with the EEC and the United 
States — Hongkong's biggest mar- 
kets for garments — the industry 
appears able to concentrate on 
consolidating and restructuring it- 
self to meet the twofold challenge 
of protectionism and rising pro- 
duction costs. The slump in prop- 
erty prices, which is closely linked 
to vast oversupply — particularly 
in factory space — together with 
the easing of interest rates and 
hopes of an economic recovery in 
non-communist markets within 12 
months, have also helped to lift the gloom. Morale among indus- 
trialists, particularly textile and garment manufacturers, has 
been boosted further by the attention which government offi- 
cials, leading bankers and Peking are now heaping on this sec- 
tor. 

With the economy experiencing its worst slump in decades, 
government leaders — who used to regard manufacturers as а 
lobby of whiners — are now counting on industrialists to pull 
Hongkong out of the trough. Among the various manufacturing 
sectors, fabrics and garments look the most able to lead a re- 
covery not least because, as the former secretary for trade and 
industry, Bill Dorward, put it: *Hongkong is locked into a lead- 
ing position in a managed market situation." 

The EEC's earlier insistence that Hongkong accept a 12% 
cutback in quotas for best-selling garments had been backed by 
an apparent willingness to abandon Multi-Fibre Arrangement 
(MFA) principles. The crisis which this abandonment of the 
quota system would have precipitated in Hongkong was, how- 
ever, averted in the bilateral agreement signed in early De- 


Bill Dorward 
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Bank has extended mortgages for equipment purchases by se' ven 
years from a previous three-year repayment schedule. The B ank 
of China recently announced similar aid for industry as welll, 

Uncertainty over Hongkong's future has yet to make a real 
impact on local industry. Factories have shut and thousands 
have lost jobs in the past year as a result of the economic r eces- 
sion, not 1997 jitters. However, the shadow of this deadli ne — 
marking the end of British administration — has added t'o the 
economic gloom. Which of these two problems will be resolved 
first? 

Continued deterioration of the economy while the 1997 prob- 
lem remains unsolved will weaken further a fragile confidence. 
Already, such talk is being heard, punctuated with ominous 
forecasts of social unrest resulting from widespread une mploy- 
ment and inadequate social welfare. Moreover, some indus- 
trialists have warned that a brain drain could also diminisih inves- 





‘tors’ confidence as it would result in a depletion of mariagerial 


talent. What Hongkong desperately needs in the short term is 
significant improvement in its export trade. This will help focus 
thinking on the future of this vigorous bastion of free enterprise. 
The REVIEW looks at the textile and garment sector and elec- 
tronics and assesses how the traditional and the bright new hope 
of industry will face up to political and economic uncertainties, 





cember 1982. Although it was less 
favourable than that signed with 
the US in March 1982, the quota, 
growth, swing, carry-over and 
carry-forward levels agreed upon 
were nevertheless higher. than 
most local manufacturers had ex- 
pected. 

The EJEC agreement involves a 
5-8% cut in quotas for five sen'si- 
tive categories (T-shirts, blouses, 
sweaters, shirts and trousers) and 
limits growth of these items to 
0.5% annually. The 1983-86 
agreement also provides for a re- 
duced swing of 3.5% and carry 
over and carry forward of 5%. The 
US agreement limits growth in 
certain popular categories of gar- 
ments to 0.5-2% but no cuts in 
quotas are involved. 

“If you had asked me, two years 
ago, whether textile manufactur- 
ers had given up, my answer 
would probably have been differ- 
ent,” said Jack Tang, chairman of 
South Sea Textiles, one of the 
largest mills and leading garment manufacturer. Tang reczlled 
that during the property-market boom which peaked in early 
1981, staying in manufacturing seemed extraordinarily difficult. 
"This is a sweat and blood business," he said. "When pro- 
perty companies were making hundreds of millions iri pro- 
fit overnight, many of us were asking whether we should /oother 
to stay in industry with all its problems [increasing jprotec- 
tionism, thin orders, labour and rising production costs and in- 
terest rates]." 4 

But now that the bottom has almost fallen out of the property 


market and extraordinary profits from property trading are а ~ 


thing of the past, Tang and many others like him have regained 
their lost confidence. “Manufacturing is a steady sort of business 
where you seldom make a fortune, but when times are bad you 
don't lose one either," he said. 

Talk of confidence inevitably raises the subject of Hongkong's 
political future and the problem of the 1997 deadline on British 
rule. Tang countered: “If the political question were settled to- 
morrow, could one really expect Hongkong's economy to take 
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as sanguine ав Tang The 
question of confidence is important be- 
cause it impinges on the level of capital in- 
vestment which the textile industry (in 
particular) needs if it is to remain vigorous 
anc retain its edge over competition from 
Tai wan and South Korea. 

Iridustrialists have apparently confided 
to fe llow manufacturers their refusal to in- 
vest while uncertainty about Hongkong’s 
future persists. However, none of them 
was willing to be quoted on lack of confi- 
dence: over the prospect of coming under 
Pekin g's jurisdiction. Dorward told the 
REVIEW of a “hesitancy” in reinvestment 
and that this was cause for concern. 
“When recovery comes and demand picks 


investnient catches up. The lasit time there 
was such hesitancy was in 1967 [when the 
Cultural Revolution in China spilled over 
into Hongkong, causing riots].” 

Latest official statistics show that re- 
tained iimports of capital goods in the first 
10 months of 1982 have fallen 7% to 
HKS11.7 billion compared with a similar period in 1981. More- 
over, a substantial portion of such imports were transport 
and cornmunications equipment and power-generating plant. 
Nevertheless, some of Flongkong's larger textile manufacturers 
have purchased new equipment — but this was before the 1997 
issue dominated the scene. The cost per item may be little more 
than HK$3 million (for a computer-controlled cutter), but this 
amounts to substantially larger investments than at any time in 
the past. 

The shadow of 1997 makes calculation of returns on medium- 
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Hongkong shirt-making: not yet jittery. 


ers say, if Hongkong products are to retain 
their competitive pricing edge. However, 
no large manufacturer has yet given 
in to 1997 jitters and shut his fac- 
tory. 

For most manufacturers, however, poli- 
tical uncertainty is only one of several fac- 
tors which make the investment climate 
troublesome. In the past few years some 
HK$800 million of manufacturing invest- 
ment — mostly in garment industries — 
moved to Sri Lanka's free trade zone. This 
was a response to labour shortage and 
high production costs rather than fear of 
future political change. Dorward com- 
mented: “The moment business picks up, 
there will be confidence." Whether large- 
scale industrial investment will follow: is, 
however, a different matter. 

In the meantime, with order books re- 
maining thin, manufacturers are equally 
preoccupied with the task of cutting costs 
and raising productivity. As the heaviest 
users of electricity, textile and garment 
manufacturers are leading the lobby of protest against high- 
er electricity rates. "Five years ago, electricity costs were neglig- 
ible,” said Tang. “Today, they are close to labour costs." The 
rise amounted to a 189% increase — to HK$2.6 mil- 
lion a month — for one textile mill. South Sea in 1981 paid 
dem .9 million more for less electricity consumed than the year 

ore, 

Fuel charges are down but savings here which would have 
boosted thin profit margins — if there were profits at all — are 
being lost to higher charges recently imposed by the two power 





The battle for the real Apple 


electronics is Hongkong's pet industry. It has provided the 

territory's manufacturing community with a passport to 
ease away from dependence on garment exports into a sophisti- 
cated trade which — housed ih airier and more comfortable fac- 
tories — has done much to remove local industry's sweatshop 
image. 

In fact, Hongkong's electronics industry is more than 20 years 
old, It started with the assembly of transistor radios and diver- 
sified over the years into production of transistors, cassette re- 
corders, integrated circuits and a host of electronic goods from 
calculators and watches to personal computers and related 
equipment (peripherals). 

It is now the second largest employer in the manufacturing 
sector, after garments and textiles, with 90,000 workers — 10% 
of the workforce — in some 1,300 factories. In term of export 
value, however, electronic components, computers and 
peripherals rank only seventh, even though these have regis- 
{егей more than a 200% growth in five years. Realisation of 
hopes that electronics will one day rank higher in export tables 
— thereby absorbing workers who are bound to be retrenched 
from a restructured textile and garment sector — requires 
favourable resolution of several existing problems. 

Not only must there be significant improvement and stabilis- 
ing of the investment climate, but Hongkong must also reckon 
with protectionism in this trade. France has already set a disturb- 
ing precedent with its unilateral imposition of an annual quota of 
4 million electronic quartz watches, beginning in late 1981. 

', the electronics sector is built on mass production ca- 
pacity and relatively cheap labour — factors which could move 
non-communist countries to accuse Hongkong of flooding their 
markets. 


T as the sector offering the greatest growth potential, 


At present, however, the main problems are still a lack of siza- 
ble long-term investment and absence of planning and vision to 
provide a solid base for the future growth of electronics manu- 
facturing. Technology needed to expand production of personal 
computers and sophisticated electronic games and develop 
other consumer electronic lines is expensive. At the same time, 
long-term planning is essential to ensure a comprehensive ap- 
proach to the industry's product development. “The mass pro- 
duction approach alone is not going to get us anywhere," said 
Jeremy Lack, general manager of a new computer assembly 
firm, Basis Microcomputer. Thompson Cheung, operations 
manager of Brown Boveri Ltd — or BBC, a Swiss engineering 
firm added: “We need a more self-sufficient electronics indus- 
try, but such support facilities which produce high-quality com- 
ponents require long-term investment. So manufacturers have 
to pay more for imported components." Many maintain that an 
electronics support base would encourage research into de- 
veloping cheaper but better product lines. Less than 100 firms 
produce industrial electronics — and most of these are only in- 
volved in assembly of imported components. 

However, so much hope is being placed on electronics that 
even the traditionally non-interventionist administration is 
doing its part in helping to strengthen the electronic industry's 
infrastructure. The Industrial Development Board (IDB), set 
up in 1980 as a planning, monitoring and advisory body is now 
directing its energies to this sector: planning is underway for a 
precision-machinery institute, an electronics-development labo- 
ratory and two new training institutes. The Polytechnie is also 
launching a degree course in electronics engineering next Sep- 
tember. The government-sponsored Hongkong Productivity 
Council, meanwhile, is conducting a “technology transfer 
study" which means, explained Bill Dorward (until recently the 
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‚ willing! fo profit xed à 
lowed power companies will mean that, by 1992, rates wi 
to rise from the existing high level to provide China Light (the 
chief supplier of industrial energy) with a reasonable. return on 
its HK$45 billion capital investment over 14 years. There is no 
need for that much generating capacity, several textile manufac- 
turers said, because there will not be such a vast increase in the 
number of industrial and domestic users. China Light's generat- 
ing capacity will increase by 1,050 mw. to 4,056 mw. in 1985 and 
to 6,696 mw. in 1990 — or 152% 
however, have risen by 109% - 
will happen to tariff rates if the 
tion is over-optimistic?" asked 
tive Council. ls 
The industrial lobby argu 
` heavy investment commitmi 
.. ulated on the basis of net , be revised to a return.on 
shareholders’ funds (pre пед to:1.595). The. indus- 
trialists further maintain that higher wages are also being eroded 
Бу the rising cost of dome ctricity supply. The govern- 
ment, however, is on the si € power companies who are 
virtually guaranteed рг 
development plan: 
Such feather-bedding | 
ыз aggravating to textile an "ment manufacturers who reduced 
their prices in a bid to maintain production volumes, without 
lowering product quality or precipitating massive unemploy- 
. ment. As of October 1982, this vital sector employed 383,300 — 
|. , To fewer workers than,a year ago. 












9.000 kwh, in 1982. What 


it, in view of China Light's 







e realised sale of electricity. 








Generally, manufacturing employment has increased by - 


11% while the colony-wide unemployment rate has risen from 
3.7% to 4.2% in what has been regarded as the worst year in a 
long time. Domestic exports of garments in January-October 
F 1982 were 2% up in value.terms — about 4% drop in volume — 
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inded push to become an electronics 
he republic makes up for what it lacks in in- 
; dustrial base with a comprehensive drive to attract talent and 
foreign investment in the computer field with assurances of a 
comfortable living environment in a stable political climate and 
., ,tax incentives. In addition, the Singapore Government is seri- 
‚ ously pursuing its ambition of turning the island into a.centre for 
‚ research. and. development (К and D) and high-technology 
manufacturing in the Pacific region. A science park is about to 
be built to accommodate such services. А S$50 million 
(75324.04 million) R and D fund has been created and 15 pro- 
jects — including the study of industrial automation — have 
‘been launched with it. 
The Hongkong Government, meanwhile, is realising that 
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playing a role in shaping industrial development and charting its. | | 


course are separate issues. The administration at first seemed in 


danger of being overwhelmed by the concept of higher technol» 1. 


ogy and wasting public funds on questionable forms of infra- 
structure. The first danger, however, appears to. have авй: 
the IDB, chaired by Financial Secretary John Br 
asked by local universities to consider establ | 
for robot studies as well as genetic engineering 





Ke MARCH ITA oo 


: 10 years. Electricity sales - 


ection of increased coónsump- . . 
e industrialist i in the: Legisla- 


х 13.5% permitted profit, cal- 


e returns on the basis of huge |. 


ег companies is particularly - 


g sector, the sort of techn: y 
blic 


d ne 46 ane process of 


HONGKONG 


same репо! їп 1981, Texti e exports were 30% down 
ng the elimination of even more fabric manufacturers 
mo vulnerable sector in the industrial scene. The tex! le 












major peg which the textile sector says it needs for 
vival is a special dyeing and finishing zone. Squeez 
environmental legislation and — until recently 
sts, the finishing sector has been unwilling to 
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these suggestions as irrelevant to 
Hongkong's up-market industrialisa- 
tion. 

IDB's bureaucratic style also en- 
sures against ill-considered expendi- 
ture to some extent: last October, two 
years after its formation, it reported 
the setting up of two committees — one 
to advise on “matters of a scientific or 
technological nature" as well as on pro- 
vision of industrial support facilities, 
the other to advise on provision and 
coordination of technical information 
services. These committees, Brem- 
ridge said in his latest annual report, 
"will assure us of a regular technical 
input and support on matters of techni- 
cal information, science and industrial 
research and other professional and 
technical services for industry." Some- 
where in the midst of these bodies 
floats a civil servant with the all-en- 
compassing title of government science 
adviser 

The government also established in- 
dustrial promotion offices in Tokyo, 
London, Stuttgart and San Francisco in 
1982. Given that industrial promotion is a long-term effort, 
there are some who feel government has left it too late to stimu- 
late interest of potential foreign investors to implant their higher 
technology in Hongkong. These critics argue that only those in- 
dustries which can ensure a quick return on investment are likely 
to consider setting up in Hongkong. Until the 1997 issue is re- 
solved satisfactorily, they say, Hongkong will not attract long- 
term, high-technology industries. Fortunately for existing manu- 
facturers, trade promotion — selling Hongkong’s production 
capacity based on reliability and quality — will continue to bring 
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With the full support and backing of its Shareholders, 
UBAN International Ltd. looks forward with confidence to 
continue serving its clients and Correspondents, and 

enhancing closer financial relations between Asia and the 
Arab world. 


in orders. The Trade Devel 
Council (TDC), a quasi-public 
engaged in coordination of such: 

^ motions, has a record budget) . 

HK$147 million (US$22.24 million) for 

1983-84. HK$34 million of this will be 

spent on some 80 major projects to ex- 

pand, consolidate and investigate mar- 
ket opportunities. 

A major morale booster for the TDC 
came in 1982 in the form of a vast in- 
crease in electronic games exported to 
Japan — hitherto. ап impenetrable 
marketplace for Hongkong manufac- 
turers. For the first 11 months of last 
year, Hongkong exported HK$19.6 
million worth of TV games and 
HK$1.65 million hand-held games 
compared with a mere HK$14,450 and 
HK$310,000 respectively during the 
corresponding period of 1981. The 
TDC also reported signs of recovery 
for consumer electronics exported to 
the United States, with US$5 million 
worth of orders secured at the massive 
winter consumer electronics show held 
in Las Vegas — and a further US$4.5 

million under negotiation — compared with US$1.4 million and 
US$2.4 million respectively in 1982. 

In the short-term, however, there are problems. In 1982, re- 
cession in Western markets resulted in the closure of 16 local fac- 
tories. Order books for electronic goods remain thin, waiting for 
a US economic recovery. For the first 10 months of 1982, elec- 
tronics exports fell 30% in value terms compared with the same 
period the previous year. Forecasts point to an uncertain 1983 
for electronics. 

Moreover, too many electronic factories are in the copycat 
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business — the personal computer industry is particularly badly 
hit by pirates — and the ratio of fakes to authentic brands in this 
market has been put at 5:1, with copies selling at a quarter the 
price of an original. This sort of environment, said Lack, inhibits 
technology transfer because companies are afraid to set up 
manufacturing facilities here. 

“If they allow their original products to be made here," he 
added, “there'd be a whole street of copy shops set up — making 
the same items — in no time. There is someone who has de- 
signed a network system for home computers who won't allow it 
to be shipped to Asia because the actual hardware cost of that 
system is so low that, within three weeks, you'd be able to pick 
up copies in Hongkong and bang goes all his investment in R and 
D. The home computer rip-off industry in Hongkong, Taiwan 
and Singapore is huge. But [the business of ripping-off other 
people's products will get Hongkong] nowhere: the sheer 
number of factories churning out copies tells you it doesn't re- 
quire high technology." 

However, Lack's company Basis Microcomputer took steps 
to deter piracy before the January launch of its Medfly personal 
computer — named after the voracious Mediterranean fruit in- 
sect which devoured California's orchards — which the com- 
pany hopes will take a sizable bite out of Apple II sales. Lack 





HONGKONG ‘83 


in Hongkong eventually. “Right now,” he said, “orders are fat 
greater than we had ever anticipated. We thought we'd sell 200 
Medflys in the first month. We sold more than 1,000 and orders 
keep coming in. Our engineers are working overtime. Its hard 
to say no to a customer.” 

Another local firm which appears to be ahead of the competi- 
tion is Novag Industries Ltd, owned by German toy designer and 
long-term Hongkong resident, Peter Auge, who relies on sub- 
contractors to manufacture his products and diversified into 
computer-chess sets in 1977 seeing the massive potential for in- 
telligent games. Novag's computer chess systems won several 
awards in 1982, including third place in the North American 
computer chess tournament in Dallas, Texas, last October. In 
January 1983, Novag won the Governor's Award for Hongkong 
design (an annual competition) with its robot chess adversary — 
the world's first computer chess with an arm which moves the 
pieces. 

It took Novag two years — and an investment of US$1.5 mil- 
lion — to produce the robot chess set from Auge's own design. 
The biggest difficulty was finding a manufacturer who would 


Apple's Lisa [local integrated software architecture) TM system; watch out for crabapples. 





predicts, however, that Medfly copies will be in the market 
within six months but is not worried. "We've registered the 
copyright and trademark of the body, layout, components — 
everything — with every country." 


the US and the computers are assembled in Hongkong 
for the Asian market (except Taiwan, where the company 
has a partner to manufacture the machines). The company is a 
joint venture between Delta Communications — Apple's exclu- 
sive distributor in Asia until last November — and West Ger- 
many's Basis Microcomputer Co., Apple's European dis- 
tributor until 1981. The Medfly — which uses higher technology 
than Apple II and is a design-original, according to Lack — with 
a number of built-in features, sells for HK$7,500 — HK$12,070 
cheaper than an Apple 11. This makes it only marginally more 
expensive than fake Apples, but the Medfly provides after-sales 
service. while 90% of fake Apples do not. “If you're serious 
about the home-computer business, your responsibility for the 
product does not end the minute you've sold it — which is fairly 
typical for locally made goods," Lack said. 
Basis’ production facility in Hongkong required up to 
US$300,000 initial investment solely for testing equipment. Ac- 
cording to Lack the company intends to manufacture the Medfly 


T he Medfly's R and D is carried out in West Germany and 
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produce the set according to Auge's demanding specifications. 
Selling at HK$5,990, it is clearly an up-market product for weal- 
thy chess enthusiasts. “But it's not just a good-looking dummy,” 
said Mrs Gabrielle Auge, “it plays a good game of chess too." 
(Since 1980, Novag has had one of the world's few top-class chess 
programmers under exclusive contract.) “Не doesn't come 
cheap," said Mrs Auge, "since there are only six to nine people 
in the world who can write decent to brilliant programmes." 

The costs of the robot and another of Novag's good-looking 
sets, the Savant II (costing HK$2,000), led Auge to pro- 
duce detachable modules — the computer's brain — which ena- 
ble an owner to update chess programmes. In June, Novag will 
launch a new game called Gomuku (a simplified form of the Ja- 
panese game Go). Whether or not Hongkong becomes a major 
producer of such games depends on the economic climate. 
“Hongkong has the capability of making excellent products, but 
these cost money," said Mrs Auge 

For the moment, Hongkong can still boast lower labour costs, 
a vigorous business environment and a low tax rate. But com 
pared with Singapore's single-minded pursuit of electronics 
mastery, Hongkong is still firmly rooted in a jungle of intense 
but short-term competition with government and industry trying 
to find a way to reach the high-technology plains. The pet elec- 
tronics industry needs grooming badly. a 
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Hey, small spenders, | 


stay away from here! 


2.6 million-plus of them — will probably be surprised to 

learn that the administration here does not regard 
tourism as an industry worth developing. Decision-makers in the 
government hide lack of enthusiasm for tourism behind the 
*conomic policy of not favouring any one sector with special 
treatment. To provide hoteliers with land at a discount, for in- 
stance, would be unfair to other businesses. 

Hongkong's economic achievement, officials often point out, 
is due to the enterprising spirit of the business community. This 
truth relieves the government of any responsibility in directing 
*conomic development, but changes in the vital export trade 
front have forced a shift in the official stance: the administration 
has started encouraging investment — albeit only in an ad hoc 
way — in electronics manufacturing (see page 66). 

Secretary of Economic Services Piers Jacobs recently admit- 
ted, in an official report, that there had been "fluctuations and 
some inconsistency in the government's attitude towards 
tourism.” He went on to describe the economic return from 
tourism as below the average of other sectors of the economy — 
despite a 1980 survey which showed that tourism had a higher 
value-added content — 45% — than either garments (36%) or 
electronics (32%). Jacobs then repeated the official line that it 
was “undesirable to attract too many visitors [of the low-spend- 
ing category] because of the burden [they] would put on Hong- 
kong's infrastructure." The government's concept of the low- 
spending visitor is a scruffy, back-pack traveller — a view which 
is highly contentious. 

Hongkong, however, does not actually hang out a banner at 
Kaitak airport to tell small spenders and less elegantly attired 
travellers that they are unwelcome. However, this point was 
made clearly in 1980 when three airlines — Cathay Pacific Air- 
ways, British Caledonian (BCal) and the now-defunct Laker 
Airways — submitted applications for a licence to operate the 
Hongkong-London route. BCal's submission of a walk-on £99 
(US$151.6) fare in its application met with much official dis- 
favour, as did Sir Freddie Laker's ambition then to route his 
Skytrain services through the territory. Cheap travel packages 
to Hongkong. the government's team argued, were unsuitable. 
Hoteliers agrec — except when they have difficulty filling their 
high-tariff rooms in off-peak summer months, during which 
generous discounts are offered. 

The government's policy, Jacobs explained more recently, 
was “to optimise rather than maximise tourism potential." The 
task of optimising tourism potential by attracting “high-spend- 
ing capacity" visitors is undertaken by the 26-year-old Hong- 
kong Tourist Association (HKTA). But even here its objective 
of promoting Hongkong as a convention centre (businessmen 
are bigger spenders) has to be pursued with a distinct lack of gov- 
ernment support. Compared with the Philippines' and Singa- 
pore's huge convention facilities, Hongkong's plush hotels can 
at best offer meeting rooms for up to a few hundred people. 
“The tourism industry," said HKTA chairman Duncan Bluck 
last year, “is closely involved in Hongkong's overall economic 
development." Organisers of local export promotion fairs, 
which attract large numbers of buyers, have pleaded for a sub- 
sidised exhibition/convention centre for years now and have 
only recently received some government support. A site for an 
exhibition centre has finally been selected and groundwork has 
begun. 

More can obviously be done to optimise usage of tourist 
facilities: business trips account for only 19% of all visits. The 
opening of several hotels in Tsimshatsui East in 1981-82 brought 
the occupancy rate down to a five-year low of just over 80% in 
1982. With nearly 50 hotels and 18,000 rooms, Hongkong is set 
on attacking the incentive travel market, which the HKTA de- 
scribes as "increasingly important and lucrative." (Incentive 


T: constant wave of visitors to Hongkong last year — all 
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Cartier crunch: fake watches under the bulldozer. 





travel is a perquisite which large corporations provide to moti- 
vate staff towards higher productivity.) 

But to both big and small spenders, Hongkong offers the same 
attractions — it is a teeming Chinatown on the doorstep of com- 
munist China, with vast shopping facilities and good Chinese 
food — and problems (a formidable language barrier and rude 
service). Hongkong is no longer a shoppers' paradise of good 
bargains, because high rents have raised prices across the board. 
Traditional favourites on tourist shopping lists — cameras and 
stereo equipment — are generally cheaper in Singapore. The 
shopping paradise image has been maintained largely as a result 
of marketing and the expansion of mainland Chinese emporiums 
with their wide range of relatively cheap and exotic gift items. 

However, à new item has appeared — fake Apple home com- 
puters — which is proving popular among some visitors. One 
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dents), though tougher 
against trademark infringement is beginning. 
The action against piracy stems from the need to 
Hongkong's trading image. (and particularly gullible Ja 










scheme in January 1982 was aimed directly at improving Hong- 
kong's shopping standards. HKTA pushed for such legislation 
under pressure of complaints against shops which sell jewellery 
with an overstated gold content. HKT A's biggest battle, how- 
ever, is against rudeness. Victories.on this front are limited to 
hotels and restaurants, numerous courtesy campaigns having 
failed to change the attitudes of shop assistants and taxi drivers. 


Н": appeal as а tourist destination rests largely on 


dl. roads of international air transport. Bluck noted: “It is 
most regrettable that some of Hongkong's [few remaining] tra- 
~ ditional landmarks such as the Hongkong Club, Kowloon rail- 


East Asian traffic accounts for 56% of all visitors. (The re- 
-gion's flag carriers provide 76% of all capacity operating 
through Kaitak.) Japanese and Southeast Asians buy more but 
spend less on hotels than Europeans and Americans, though 
southeast Asians are the biggest spenders when it comes to eat- 
d entertainment. г" 
Two developments in recent years have benefited Hongkong: 
.. the availability of more (and thus relatively cheaper) seats on the 
* London-Hongkong route and the opening up of China. The 
number of British tourists increased. 56% between 1979 and 
1981, while between 1977 and 1981 the total number of visitors 
, jumped 44% (compared 36% in the previous five years) — 
. d growth rate partly attribu in Hongkong by visi- 
tors en route to China. But wh he next surge of visitors 
* come from and what — if-any ew attractions are there to 
. draw them? six D 
Па 1966 the HKTA chairman pointed out that Hongkong's 
only real tourist attraction was its shopping facilities and warned 
- that continued reliance upon this. as the sole draw would put 
г tourism into a decline. Receipts from tourism, which expanded 
at a faster rate than exp between 1966-70, have declined 
ince 19717 percentage of visitors" expenditure to exports — 
1970, 1290; 1981.6.3%, 2 NE 

The report by the director of audit 
31, 1982, points out that HK' 








































has been spending more money 








tional HK$15 million in. | 
contribution to HKTA by 
will be funded entirely 
are upset. UE 
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le Japanese . 
_ visitors) though the introduction of a compulsory gold-marking г. 


the stopover shopping, facilities it offers at the cross- . | 


way station and Repulse Bay Hotel have vanished from the scene." . 
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to changed circumstances from the boom conditions of 
dm previous years. The bull market, which ran from late 
1976 to the end of 1980 culminating in world-record breaking 
prices, finally came completely unstuck in the middle. of last 
year. Since then sales have virtually dried up in the commercial. 
market while the industrial and residential sectors also remain 
very depressed. . , T d qose 
Primarily the result of massive oversupply in all areas — fuel- 
led by a stream of speculative developments — the shake-out, _ 
when it came, was made more dramatic by the presence of politi- . 
cal factors. First came the announcement in July of the govern- 
ment's sale of a prime Central site to the Peking-owned Bank of 
China for what seemed an extremely low price — HK$1 billion . 
(US$151.3 million) for a 6,700 sq. ft site. Payment is deferred 
over 13 years at 6% with only a HK$60 million down payment. - 
Financial Secretary John Bremridge attempted to defend the. 
sale by describing it as a special case because of the Peking link; 
but his cause was undermined by an official government state- 
ment which stated that the terms reflected “the full market value - 
of the site.” |. P | 
The next blow to any lingering confidence occurred with the - 
visit to Peking and Hongkong by British Prime Minister Mar- 
garet Thatcher in September. Both her presence and her com- 
ments focused attention on the lease issue and were accom-. 
panied by spectacular falls on the stockmarket which remains 
dominated by property companies. With property values stan 


I I -ongkong's property market is now having to adapt fast. 











ing around 50% below their highs of two years ago, signs are 
only now beginning to emerge that prospective purchasers are 
returning to the marketplace looking for bargains. Nonetheless, 
there is going to be no sudden recovery. In particular, over sup- 
ply remains critical in the industrial sector and at the top end of 
the residential market. Here, conditions are likely to get worse 
before they get better. 

In the absence of transactions, valuation has become a highly 
subjective exercise — a point familiar to many bankers lum- 
bered with properties they hold as security against loans to be- 
leaguered property developers such as Eda and Carrian. Eda In- 
vestments was placed in liquidation on February 26 by court 
order. Although they would doubtless like to sell these assets at 
once, banks are likely to find themselves continuing as reluctant 
landlords for some time yet. 

In the commercial sector, values in Central's financial quarter 
seem to have stabilised at around HK$2-2,400 per sq. ft on the 
gross area. This breaks down into rents of around HK$20-23 per 
net sq. ft yielding 8-9% — relatively attractive given declining 
interest rates. Yet this remains the upside. In January an auction 
of space in the Bank of America Tower (Central) flopped in the 
absence of any bidders. The offer price was HK$2,357 per sq. ft. 
By way of comparison, prime office space in Central was still 
going for around HK$4,000 per sq. ft at the end of 1981. More 
encouragingly, in February a 21-storey towerblock of the new 
Wheelock House in Central was sold for around HK$2,300 per 
sq. ft. The building is still under construction and the purchase 
price of HK$482 million is payable by stages up to completion 
scheduled for late 1984. Also, office space above the Admiralty 
Mass Transit Railway station on the fringes of Central was sold 
for HK$2,025 per sq. ft. Further outside Central, values drop- 
ped appreciably: in Belgian House, on the Wanchai waterfront, 
space went for HK$1,050 per sq. ft. 

Rents have naturally fallen with values in the commercial sec- 
tor, though Central rents have held up better. This is reflected in 
the differential between Central and outlying areas where rents 
can be up to a third or a half less. One important point during the 
next few months will be whether this gap is maintained. Hong- 
kong Land, the virtual landlord of Central, can stil] get around 
HK$23 per net sq. ft compared with the highs of HK$30 and 
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above. Yet even the once-mighty Land is feeling the pinch. In 
February it announced that its creditors had agreed to a HK$4 
billion, eight-year refinancing package. Essentially switching 
short-term for medium-term debt, Land still felt obliged to offer 
four prime properties as security — the first time it has done this „ 
in Hongkong. The company's reliance on borrowed money was 
underlined by details of the cash-flow projections supplied to 
bankers. Land is anticipating a negative cash flow until 1986, the 
result mainly of the ambitious expansion policy it pursued in 
1982 when the market was already well past its peak. But one 
factor which will help to underpin the value of its properties was 
the government's decision to abandon the Admiralty 2 project, 
itself a casualty of the slump in the market. This would have 
added another 680,000 sq. ft of office space to the market. 


nation on the part of prospective buyers and tenants. 

More attention is being paid to the net cost per sq. ft of 
usable areas, rather than just looking at the gross area as hap- 
pened in boom days. At the same time the standard of manage- 
ment is also an increasingly important consideration. Property 
consultants Jones Lang Wootton commented in their 1983 
Southeast Asian property review section on Hongkong: “It is 
becoming apparent that multi-owned buildings built to only 
modest standards are faring the worst in the present market." 
Shrewder landlords are now offering tenants packages whereby 
they can rent out for a number of years with an option to buy ata 
predetermined price. In general, the most likely purchasers re- 
main those already in occupancy such as banks, which need 
prime space and are waiting for the right price. 

The residential sector — at least the luxury end — remains the 
victim of the recent history of speculative over-development. 
Values are again hard to determine given the virtual absence of 
recorded transactions — perhaps around HK$1,500 per sq. ft for 
the best quality space. Rents still have further to fall — at the top 
end around HK$25-30,000 per month. For the moment many 
landlords continue to keep developments off the rental market 
in the hope of a recovery in values, a development which seems 
unlikely in the extreme. For example, it is estimated that more 
than 50% of the units built in 1981 remained vacant at the end of 
that year. The question now is how long it will take those sitting 
on empty space yielding nothing to recognise substantial oppor- 
tunity costs incurred by this blinkered approach. 

The new emphasis in the residential market is on smaller units 
and a growing number of developers are now asking government 
for permission to reduce the size of flats in projects still at the 
planning stage. At the lower end of the market, where the op- 
timum-sized unit is around 600 sq. ft, conditions are more 
buoyant. Generally speaking. the aspiring middle class will pre- 
serve demand at these levels as, unlike their super-rich counter- 
parts, they cannot afford to hedge the political risk by buying а 
ticket out of Hongkong and investing in property abroad. They 
have also been encouraged by the Hongkong and Shanghai 
Banking Corp.'s decision, followed by other banks, to offer 20- 
year mortgages, though it remains questionable how popular 
these are as home buyers tend to remain wary of long repayment 
periods. Rent control, always something of an anomaly in free- 
market Hongkong. is likely to be completely dismarftled by ` 
year-end. This will result in the probable release of further space 
on to the market, adding to the existing overhang of supply 

In other sectors, prime retail space has held up better than any 
other category of property, though poorly designed develop- 
ments in secondary locations have fared much worse. In the in- 
dustrial sector, conditions remain extremely gloomy with prices 
down 50% from mid-1981. The problem has been aggravated by 
continuing government land auctions. To try to remedy the posi- 
tion, the Lands Department has proposed reducing industrial 
land sales in fiscal 1983-84 by 7 ha. or 39.4% though this has not 
yet been approved within government. Property analysts dis- 
miss this initiative as hopelessly tardy. Ironically, it was the gov- 
ernment itself which was blamed for allowing the speculative ex- 
cesses of the last boom by not releasing sufficient land early 
enough in the cycle. 


T he softer market has also resulted in far greater discrimi- 
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hina’s g greatest port 
ongkong's status as one a China’s two. major trading | tions and banking facilities aid a hist of trading companies, in- 
partners is misleading, a situation “left over from, | surance companies and related fi is with experience in China 
history" as Peking now describes the very existence of | trading, ux 
Hongkong. It would be more accurate simply to recognise that China's entrepot commerce through Ho igkong last year, an 
Hongkong is China's greatest port. The best natural deep-water «| estimated HK$22.9 billion (17553.46 billion), ‘represented 
harbour on the entire China coast, Hongkong alone cari accom- 12.4% of China's total foreign t | 5 foreign trade 
modate the larger container and bulk ships that carry an ever | expanded rapidly in the post-Mao p 
growing portion of the world's — and China's—-trade. Such ves- | role. Re-exports from China mor 
els cannot even enter the river port of Shanghai, nominally the | and 1978 from HK$1.7 billion to 
1051 important dock in China; they must tie-up to a perma-... |. than trebled to HK$12:8 billion ii fr ly 2596 of 
ntly anchored converted bulk-carrier used as an offshore un- | Hongkong's imports from China to . The value of China's 
ing: station whence goods are ferried ashore by lighter. re-imports through Hongkong remained relatively small until 
ongkong's natural’ advantages have been amply | 1979. when it: -quintupled to H illion, rising steadily to 
pplemented by man-made ones. Container facilities are | HK$8 billion in 1981, representing 19.395. of China's total im- 
ong the world's finest and a flotilla of small ferrying vessels is. | ports from Hongkong compared with 1.6% in 1978. The growth 
hand to facilitate breaking down shipments from overseas | pattern levelled off in 1982 relative to the explosive trends of the 
üsolidating them for transshipment to their final Chinese | past five years. Re-exports through Hongkong. rose 9.5% to 
estination. HK$14.7 billion and re-imports 1.3% to HK58.2 billion. Re-ex- 
; There is only a limited scheduled liner-service to China's ports | ports through Hongkong represented 14.396 of China's total ex- 
other than by Chinese-flag vessels — and this is mostly in | ports last year and re-imports 10% of China's total imports. 
reakbulk rather than container ships. Consequently almost all The United States is China's biggest indirect. trading partner 
ntainer movement to and from China is channelled through through Hongkong. In value terms, nearly. aquarter of all re-ex- 
ingkong, using a feeder service between the British and vari- | ports from China are destined for the US, representing approxi- 
s Chinese ports operated by China Merchants Steam Naviga- | mately a third of China's total exports to and consisting 
п Co. In addition, Hongkong offers bnparilisien communica- | mostlvof garments and textiles; handicraft goods, food products 
and fireworks. In contrast, 

re-exports to the second- 
ranking . destination, In- 
donesia, are mostly man- 
ufactured goods of various 
kinds, oil-bearing seeds, 
garments, ` textiles and 
machinery. 

Re-imports include tex- 
tile yarn, vehicles and vari- 
ous types of electronic 
equipment from Japan; 
machinery, computers and 
tobacco from the US; syn- 
thetic fabrics and textile 
"yarn {тот Taiwan and 

crude vegetable materials - 
from Indonesia. 

Preference for container 
‘shipping isa major factor in 
the choice of Hongkong as 
an'intermediary in trade 
with the US and Japan, but 
political considerations are 
the deciding factor in trade 
with Tàiwan- апа South 
Korea.. China's imports 
from Taiwan through Hong- 
kong declined to an esti- 
mated HK$1.3 billion last: 
year from HK$2 2 billion in 
1981. So did imports from 
South Korea; from HK$800 
million toless than HK $400 
million. Exports through 
Hongkong to both Taiwan 

.. and South Korea, however, 
grew from HK$427 million 
and HK$413 million, re- 
spectively, to exceed 
HK$500 million for each 
*- destination. B 
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Raising finance 
from the 
international 
capital markets’... 


When you need substantial funds from 
the international markets you want the 
certainty that the money will be raised and 
the terms will be right. 

At Lloyds Bank we are both a merchant 
and commercial bank. Integrating proven skills 
with financial strength, we match your needs 
with the conditions of the market place. And 
we know we must serve your future interests 
as well as satisfy your current requirement. 

We help you decide on the appropriate 
instruments, whether syndicated eurocurrency 
loans or other facilities, eurobonds or other 
international securities. 

You obtain immediate access to the inter- 
national capital markets through our experts 





„OUr integration 
sitcertain 


based in the banking centres of the world. With 
our established record you can be confident of 
professional and efficient service. 

Mandate us to lead manage your 
financing. You appoint a bank able to commit 
substantial funds and to place effectively in 
the markets. A bank with the experience to 
innovate responsibly, and the reputation 
which ensures success. 

Wherever you deal with us, you secure 
the fast and sure response that gives 
you the edge. 


Сок 






hich every Arab country 
ticipate with ‹ majora and significant 


h major banks in the world’s 
, SO as to smooth every possible 


_ Toda that group isa thriving reali 
ntries are fully 


Thism kes the AL UBAF Banking Group 
unique. It means that any corporation seeking to 
do business with any part of the Arab world is al- 

| certain to consider us as a business partner. 

However there is considerably more to 

e AL UBAF Banking Group than our undoubted 
ability to open doors... 

The Groups banking activities are 


ally diversified, and | emarkably successful 2 


Umerous syndi 
| of 562 billion. 
These, frankly are performance figures _ 
which give the Group the ri an to be considered - 
as a prim ay partner in any ealings withthe 


| Arab wor 


Bahrain ALUBAF Arab international Banke 
HongKong UBAN International Limited. с 
London UBAF Bank Limited. UBAF Financial Servi 
Luxembourg. UBAE Arab German Bank S.A. Branchin Fi 








SCIENCE 


The Third Worlds bitter pill 


A Growing Problem: Pesticides and 
the Third World by David Bull. Oxfam. 
£4.95 (US$7.75). 

Bitter Pills: Medicines and the Third 
World Poor by Dianna Melrose. 
Oxfam. £4.95. 


PESTICIDES do not always increase food 
production, and medicines do not always 
improve health, as these two books show. 
This raises the questions of who is to 
blame when modern technologies are mis- 
applied and what can be done about it. 
The answers challenge many assumptions 
about corporate responsibility, the 
priorities of developing-country govern- 
ments and the relevance of profit and 
price mechanisms in poor societies. 

Both pesticides and pills are big busi- 
ness: turnover in the agrochemical indus- 
try is worth US$12 billion a year while 
pharmaceutical consumption runs at 
US$76 billion a year, with their main 
growth areas in the Third World. The loss 
side of the balance-sheet is harder to 
quantify, but it is considerable: pesticide 
poisoning for at least 375,000 people in the 
Third World every year, including 10,000 
deaths. Those figures represent only cases 
of direct poisoning, and exclude the indi- 
rect costs arising from pesticide residues 
which work their way through the food 
chain into the human body — into 
breastmilk in Thailand, for example. 

Conventional economic analysis fails to 
draw up an accurate balance-sheet be- 
cause its framework is too narrow, and be- 
cause the costs often do not show up im- 
mediately. Cost effectiveness, for exam- 
ple, takes into account neither the wide- 
spread resurgence of malaria resulting 
from mosquito resistance to agricultural 
pesticides nor the nutritional disadvan- 
tages of the loss of fish due to the treating 
of Asian rice erigens with pesticides. 

These hidden costs, together with the 
fact that an estimated 50-70% of pes- 
ticides in the Third World are applied to 
export crops, lend credence to Bull's 
warning: "Unless changes are made, it 
may not be far from the truth to say that 
rather than feeding the hungry, pesticides 
will be poisoning the hungry to feed the 
well-fed." 

Equally disturbing paradoxes manifest 
themselves in the drug field. Melrose 
catalogues the scandals and blunders — 
the sale of antibiotics on market stalls 
which increases the danger of drug-resis- 
tant disease; ‘promotion of anabolic 
steroids as appetite stimulants for child- 
ren; withholding of warnings and precau- 
tions from drug ‘literature; drug com- 
panies’ allocation of only 1% of research 
and development spending to Third 
World diseases; use of bribes to encourage 
doctors to prescribe certain brands — 
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though Ciba-Geigy said last November 
that the offer of prostitutes, as a confer- 
ence “perk” to doctors at a medical semi- 
nar in the Philippines, had been an iso- 
lated incident, inducements are a common 
promotional technique. 

Melrose is not arguing the case against 
drugs, any more than Bull is against the 
controlled use of pesticides. Her point is 
that there are valuable drugs which could 
be used to prevent unnecessary suffering 
and death, but that "through their uncon- 
trolled sale and promotion in many poor 
countries, medicines often do little good 
and can be positively harmful." 

The main cause of that failing is not 
drug companies, but lack of a primary 
health-care infrastructure to meet the 
needs of the majority. This shortcoming 
gives drug companies an added responsi- 
bility: similarly, in many developing coun- 
tries, shortage of agricultural extension 
workers means that their work, in effect, 
is performed by chemical company sales- 
people. 

Pesticide and drug companies argue 
that they cannot be responsible for the 
way their products are handled in the 


Third World. But that is to claim a degree 
of innocence they do not possess, as is 
shown not only by their high-pressure 


marketing methods but by their response | — 


when countries attempt reforms. 
Bangladesh, for instance, has been sub- 
jected to intense political and financial 
pressure, particularly from the United 
States, since the government's announce- 
ment of a new policy involving the re- 


moval of nearly 1,700 allegedly harmful or ` 


unnecessary drugs from the market. 
Disclaimers of responsibility are dou- 
ble-edged, because if the existing abuses 
are part of the system, there is a strong 
case for changing the system: far more is 
required than a simple tidying up. Poverty 
is perhaps the major cause of ill-health in 
the Third World; adequate nourishment 
is the best medicine. Yet the industry 





| 


seems to exacerbate rather than amelior- - 


ate those problems. 

Both books are clearly written, level- 
headed and well-documented. It is fitting 
that they are published by an international 


charity, Oxfam, currently celebrating its 


40th anniversary and the milestone of 
£100 million in overseas aid allocations, 
The books’ presentation of sound analyses 
of development problems and their pre- 
scriptions for the cures are a credit to the 
organisation’s increasing stock of experi- 
ence and expertise. 








‘The [Monkey] Festival in Saumauping is 
held on the day after the Moon Festival, a 
most propitious time for getting in touch 
with spirits. It could be described as an 
ordinary god’s birthday party with special 
additions. 

The additions include an impressive dis- 
play of supernatural powers, conveyed 
through the actions of three or four 
mediums in trance and an indeterminate 
number of devout believers. 

Led by the chief medium, dressed in 
yellow and red, the mediums demonstrate 
their invulnerability by sticking knives 
through their cheeks, cutting their 
tongues with razor-sharp swords, washing 
in boiling oil, and climbing a tall ladder 
made of knives with the sharp edges 
turned upwards. Finally, followed by 20 or 
more believers, they run several times 
barefoot across a bed of red hot charcoal. 

Afterwards, when their feet are 
examined, most are unmarked and the 
very few blisters that can be found are only 
small ones. 

Blood from the sword cuts is splashed 
onto slips of green and yellow paper which 
are then used as talismans against sickness 
and evil of all kinds.9 


— From Chinese Festivals In Hong- 
kong by Joan Law and Barbara E. 
Ward (South China Morning Post). No 
price given. 


— DANIEL NELSON 


Susumu Awanohara | 
akarta: Indonesia is likely to cut its 
de-oil prices by between US$4 and as 
uch as US$7 a barrel. А smaller cut 
эша leave Indonesian crudes relatively 
ensive, thus further slowing their sales 
road, while a larger cut, even if suffi- 
ent to maintain the level of exports, 
uld have а more direct effect on the 


t-account 

y having 

TEM Pa Бе from oil- 
ompany taxes will also drop dramati- 
lly. Options remaining to the. govern- 
ent are few and painful: increased bor- 
S. € m the Inter- 
nal Monetary Fund; outri 
cutbacks in the official develop- 
iture, and (possibly substan- 


government may already | 
itingency. plans for a devalua- 


is clearly the most serious | 


for. Preside 


d the goal of 
mi ipis een with equity" with 
rable success, but under relatively 
ге favourable circumstances. The cur- 
ent. crisis challenges Suharto — who is 
idely expected to be re-elected for 
r five years and given the honorary 
е Father of Development — to de- 
nstrate that Indonesians have made the 

ight decision. 
though estimates vary, it is believed 
t Indonesia willlose more than US$300 
lion a year in export reveni or every 
$1 decline in the oil price — assuming 

it can maintain the 1982 export 1 
f nearly 900,000 barrels a day. The nega- 
е effect of a fall in the oil price on the 
current account will bè less, mainly be- 
“cause Indonesia imports various crudes as 
vell as refined product — which will also 
become cheaper — to match domestic de- 
mand. But the most conservative estimate 
puts the deterioration of the current ac- 
count at US$1 billion for. a US$4 drop i in 
the oil price. 

The effect of an ойдун. drop on the 
overnment's oil-tax revenue is more dit- 


centage terms than pri 
ations cease paying: 
counts for a projected 64% of the govern- 
ment's domestic revenue and 54% of to 
revenue, including aid. 


тв 


| US$1 billion, 





LNG plant: hope for the future. 











In the budget ЕС for 1983-84, ап- 


“nounced in January, the goverhment, was 


predicting — very conservatively — A CUT- 
rent-account deficit of US$6.2 billion for 


the year ending. March 1984. This was be-. 
¿fore world oil prices began to tumble, ` 


The deficit — US$7.3 billion after inclu- 
sion of US$1.1 billion of loan repayments 
due in the financial year — was to be fi- 
nanced through. official borrowings | of 
US$4.9 billion (US$3.9 billion in project- 
tied aid. and. commercial financing plus 
іп balance-of-payments 
loans), *other capital flows" (notably di- 
rect investment and trade. credit) of 
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US$900 million and depletion. of reserves 


of US$1.5 billion. 


The question nowis how the nation can 
finance a further current-account, deficit 
of at least US$1 billion and possibly more 
than double that size, and howthe govern- 


ament's loss.of oil-tax revenue; can: be 


offset. Options open to the.government 


„ауе been.narrowed down over thë past 


few. months. On the budget side, sub- 


| 'sidies, most significantly on domestic oil 
гапа food. 


es, have been slashed. And 
in the balance of payments, exchange re- 
serves have been depleted to US$4.2 bil- 
lion in official reserves and another 
US$3.3 billion in unofficial holdings at the 
end of 1982, sources say. 

Although reserves may appear relative- 





"domestic US dollar liabilities 





: О loans are in the tige 


"Out that Jakarta cou 





shortfalls. 








ly high, Jakarta cannot risk drawing them 
down much further because, it has. been 
more or less forced to maintain а converti- 
ble currency and has thereby created large 
ithin the 
banking system, the sources maintain; 
One obvious solution is to increase bor- 
rowings, though most observers are. ag- 
reed that it would be unwise and an 
unlikely for Jakarta to borrow the 
amount of the further current-account gap 
created by the oil-price cut. As it is, there 
are reports that Morgan Guaranty Trust 
of the United States is having some diffi- 
culty syndicating its US$1 billion general- 
purpose loan for Indonesia, despite the 
fact that the borrower is paying. aninterest 
rate considerably higher than it has been 
accustomed to in the recent past. 


line, includ- 
ing a ¥80 billion (US$339.56 million) 
ti fora petrochemical pr j 


ugh Indonesia i is likely 
ceivable sources for co 
including the bond an 


markets — it may 
"Joan of up to US$1 ЫШ 


March 1984, leading t 
estimates before the Орес сг 
the coüntry would nee 


.US$2 billion commercially during 1983- 
.84, against 1982-83’s US$1.26 billion. 


Some banks will help Jakarta raise more 


| money to meet the balanc ошо 
p | : 


risis on condition that th 


penditure, as wel 
IMF's various lending facilities constitute 
as yet untapped, and very cheap, sources 
of funds for Indo S 
Theoretically, ember countries 
have access to hard currency up to 600% 
of their quota with the fund: Indonesia’s 
quota is 720 million special drawing rights 
(SDRs), equal at present to US$785 mil- 
lion. In fact, member countries are likely 


to be ineligible for some facilities and con- 


ss become prog- 
observers point 

ly draw the first 
of its four credit tranches (each tranche is 
equivalent to.259 quota) under ће 
IMF's regular. lending policy. Jakarta 
should also have re smooth access 
to the fund's Compensatory, Financing 
Facility (CFF), desig o offset balance- 
of-payments: problem ising from export 


ressively stringent 











Jakarta's biggest export items are oil 
and timber, and they have indeed suffered 
the most from export setbacks. The trou- 
ble is that in oil, Jakarta is a member of 
what the IMF considers a cartel and in 
timber, damage to Indonesia's foreign- 
exchange earnings was self-inflicted (by a 
policy to ban log exports and move into 
timber processing), whereas the fund 
stipulates that export shortfalls must be 
"both temporary and due largely to [exter- 
nal] factors." Nevertheless, Jakarta could 
probably borrow 50% of its quota (or 
US$392 million equivalent) under the 
CFF without much fuss. What is required 
is for Jakarta to "indicate a willingness to 
cooperate with the IMF to find an approp- 
riate solution to the balance-of-payments 
problem." 

Thus Jakarta should be able to borrow 
75% of its quota (SDRs 540 million, or 
about US$600 million) fairly easily. The 
interest rate should be 4.375% in the first 
year and 0.5 of a percentage point higher 
for each additional year. The loans are for 
up to five years with a grace period of two 
years. If Indonesia needs a lot more 
money from the IMF, then of course its 
policies will be subjected to 
closer scrutiny and possible 
modifications. 

It is believed that the politi- 
cal environment in Indonesia 
has inhibited Jakarta from de- 
pending on the IMF. But now 
Jakarta has little choice and be- 
sides, it appears that interna- 
tional bankers would welcome 
IMF involvement, seeing it 
more as a guarantee of sound 
future economic management 
than as a sign of past misman- 
agement. Furthermore, Indo- 
nesia has followed fairly string- 
ent policies similar to those the 
IMF has recommended. 

Along with borrowing, cut- 
backs in government spending 
are now widely advocated to 
slow imports and to offset re- 
venue shortfalls. There are dilemmas, 
however. For ore thing, many of the 
major projects such as in oil-refining and 
petrochemicals have aid and commercial 
financing tied to them so that their post- 
ponement or scrapping would only reduce 
capital inflows without generating funds 
for alternative uses. 

For another thing, even where funds 
could theoretically’be shifted from major 
capital-intensive projects to the currently 
more desirable labour-intensive ones with 
low import content, policymakers are 
likely to come under considerable pres- 
sure from political interests not to do so, it 
is feared. This is partly because the per- 
sonal fortunes of top officials are often 
tied to major projects. 

Some are upset-that the government 
keeps stressing its commitment to pursue 
these key industrial projects, while im- 
plementation of smaller development 
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programmes in the towns and villages is 
suffering mounting delays. More than 
ever before, observers will be watching 
which projects are continued and which 
are axed to.see whether the government 
really cares about equity as it has claimed. 

The big projects have also been de- 
layed, however, and given the political 
constraints, economic planners are likely 
to use indirect measures to slow them 
down further, some say. Whether or not it 
was originally intended, Jakarta's so- 
called counter-purchase policy (requiring 
exporters to the Indonesian Government 
to buy back Indonesian products) is 
acknowledged to have become an effec- 
tive curb on imports and projects. 

Some also interpret recent reports of 
state oil company Pertamina's payment 
delays in this light. Reports say that Per- 
tamina is about US$250 million in arrears 
with its payment for the three refineries 
now being built, and that this reflects the 
oil company's troubled financial condi- 
tion. . 

Only a year ago, Pertamina was looking 
extremely healthy and liquid. Citing an 
unaudited account for the year to March 





Oil Minister Subroto at Opec meeting: going it alone. 


1982, prepared by accountants Arthur 
Young, sources disclosed to the REVIEW 
that Pertamina had realised a gross in- 
come of US$2.3 billion and a net income 
of US$1.1 billion on a total turnover of 
US$11.1 billion and that the net income 
was added to retained earnings of US$1.3 
billion at the beginning of the period. 

Current assets of US$5.1 billion were 
more than double current liabilities of 
US$1.9 billion, long-term liabilities were 
down to US$1.7 billion (from more than 
US$10 billion in the mid-1970s) and the 
ratio between total liabilities and capital 
plus reserves was as low as 1:2. Conditions 
have deteriorated dramatically in the past 
year, but probably not to the extent that 
Pertamina cannot meet payment obliga- 
tions, sources feel. 

Besides, control over Pertamina's fi- 
nances has largely shifted from the com- 
pany to the Finance Ministry and Bank In- 


donesia, the central bank, since the com- 
pany's financial crisis in thé mid-1970s, 
though the recent payment delays тау 
have been caused primarily by the oil com- 
pany itself. There are strong rumours of a 
continuing political struggle for the posi- 
tion of president-director. 

Jakarta's shipping policy, which dé- 


layed the disbursement of some related _ 


export credit, has also been a problem 
while a stringent new law facilitating tax 
collection from Pertamina, which appa- 


rently resulted in heavy back taxes and _ 


slowed action by the financial authorities, 
may also have contributed. 


T financial authorities are apparently 


blaming Pertamina’s “inefficiency” for - 


the delays, but in explaining this they have 
indicated that their own estimate of the 
amount in arrears was only US$150 mil- 
lion and that they did not include delays of 
less than 60 days in this calculation, since a 
60-day grace period is standard in most 
project contracts, according to sources. 
This is taken as a sign that the financial au- 
thorities will postpone payouts as long as 
possible in an effort to keep expenditures’ 
in line with realised revenues, 

With the drop in oil prices, the likeli- 
hood of a devaluation of the rupiah has in- 
creased. Significantly, Finance Minister 
Ali Wardhana explained in parliament re- 
cently that devaluation, which the govern- 
ment has so far avoided, has positive as- 
pects, particularly in boosting the rupiah 
income of exporters. It will, of course, 
have similar effects on US dollar fiscal re- 
venue. And if it is considered sufficient 
and is combined with other stabilising 
measures, devaluation may induce private 
capital, which has been fleeing Indonesia, 
to return. 

But the feeling remains that devalua- 
tion would not significantly expand ex- 
ports quantitatively and that its negative 
effects, notably inflation, would be 
enormous. This is where some see a need 
for counter measures to reduce the suffer- 
ing of those most affected by the currency 
adjustment. 

Academics and private bankers have 
been quoted in local newspapers in the 
past few weeks as advocating a new ex- 
change rate of Rps 900:US$1 against the 
current Rps 703:US$1. This would 
amount to a 14.3% devaluation. (The 
rupiah was last formally devalued in 1978 
— by 33% to Rps 625:US$1 — and it re- 
mained stable until December 1981. Since 
then it has declined under a managed float 
to its current rate.) 

In the medium term, there are some 
bright spots. Natural-gas exports will go 
up starting late this year, guaranteeing an 
extra foreign-exchange income of US$1.5 
billion annually in a few years' time. Com- 
modity prices have hardened and the US 
economy seems to be showing signs of a 
real recovery. Japanese trading com- 
panies are reporting increased órders 





from the US for Indonesian products, par- _ 
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zw» | Tan's holding pattern. 


sent, Jakarta has its back to the wall. 
Singapore's trade and industry minister presents a package 


aton of eicial concen over the impact to underpin domestic activity while preparing for recovery 


of falling oil prices on the balance of pay- 
ments, and consequent pressure to de- 
alue the rupiah, was seen іп recent moves 
Бу the central bank over US dollar-rupiah 


By Patrick Smith 


T* budget delivered in Singapore's Spending is to increase on both the 
parliament on March 5 by Trade and | development and operating sides of the 
swap facilities. By raisingthe costofthese, | Industry Minister Tony Tan, for the fiscal | budget — dramatically in some cases — 
the bank has made it less attractive for year beginning on April 1,wasaclearindi- | despite Tan's forecast of lower revenues 
‘banks and their corporate customers to | cation of the government's confidence in | likely to result froma widely expected de- 
buy forward dollars. and. also moved to | the course it has chosen through its second cline in corporate income. But the govern- 
protect its forei exchange reserves. major recession since it became an inde- | ment’s economic planners have two prin- 

The central bank ruling will hit pendent republic. cipal aims in this: they.are anxious to 
foreign-exchange” earnings of banks Tan combined the moderate stimulus | maintain domestic. activity їп (Пе short 

perating in Indonesia. In a circular to | that marked the government's role in the | term, while taking advantage of reduced 

nks and financial i institut ns і economy last year with acautióus package | output to prepare Singapore’ s infrastruc- 




















































of tax incentives intended to encourage | ture — in both material and human terms 
subsidies on swap facilities - “by j development in key areas of tlie private | — fora medium-term reversal of the pre- 
oubling US dollar-rupiah forward rates | sector.— most significantly. this year, the | sent economic downturn. Both have been 


d to limit use of this fac i o US dol ar | banking industry. Some increases in indi- | evident as pillars of economic strategy 
)ffshore borrowings. rect faxes were al added; 23s swe doginee the slide .into. economic recession 
Because of a tight rupiah supply and S began laie in 1981. ins 
igh rupiah interest rates, central bank SING APORE'S BUDGET . Tan ventured no forecast, of the 
wap facilities have allowed banks and fi- coming year's likely growth in 
nancial institutions to fund’ part of their gross domestic product — a depar- 

ipiah loans with offshore : ‘re Main estimates ture from traditional’ practice, — 

) onshore US dollar fun " ioc ser PB ges sy 43223, but his budget is clearly intended to 

covered the foreign-exchange ri Боса Апа сойуш ; .19584 | accompany a further slowdown in 

g from їй US "doll hing of curren- || ^ Economic Boc m uv . (3954 | the economy. “The tone. of my 

thr : : | | ^^] budget statement this year. is 
sombre," Tan told parliamentary 
colleagues, "reflecting the. gravity 
of the malaise that has been afflict- 
ing the world since 1980. And more 
grave problems lie ahead." It has 
been made apparent ‘elsewhere 
that the government is hoping to 
achieve growth in GDP of 3-595, 
despite worst-case forecasts | lower 
than that. a 

But to achieve even that the gov- 
ernment is raising . its. total 
| budgeted expenditure by 1896 in 
, the coming year to $$14.67 billion 

(US$7.09 billion), excluding a 
$$1.99 billion transfer to the deve- 








g transfer of 1,988.7 to 
pti D А 











year. 

*. Since February. thé cost to banks of 
hese forward contracts has been ráised.to 

4,75% for a month, 5.25% for three | 

_ months and 5.75% for six months. On the 

other side, banks are allowed to charge 































Development-tund income ; 







corporate customers only 0.25 of a per- Loan repayments’ ,905. lopment. fund. "This will raise the 
ntage point above the central bank cost. (Excludes transfer of 1,988. roit ; 15. | government's spending as a pro- 
_ In 1982, when banks were payingonly half || | "e venueaccount - 710581. | portion of GDP from 36% over the 










of what they are now for.the central. bank Borrowing and development und drawdown | past several years to 44%. Deve- 
waps, the high demand for forward cover | |. ‘to meet deficit ` БЕЛЕЕ lopment expenditure accounts for 
„ boosted the rates the banks charged to КЕ just under of the total, with 
corporate customers as high as 1076. This . Singapore! 5. bitious _ public- 
prompted. central bank intervention later 
в limiting | bank margins on such transac- 
tions. to two percentage points. This has 
г пом been reduced to a quarter of a point. 
.. Because the swap facilities the b. 
could obtain were. considerably. larger 
2 ап their гома. (otf cially | еше) 
: d 



















. Development 
: Current surplus/deficit? 
|| Overall surplus/deficit? 


Notes: For го 'overnment, revenue and expenditure cover receipts and expenditure ої the consolidated re- 
venue, development-fund and sinking-fund accounts. 
left the banks uncovered on these Ө < 'Kor CARE current expenditure excludes transfer to development fund account, but includes con- 
Ў trí s to КИ nd account. 

borrowings and аѕ :а result they á guide ашеи 

scrambled for rupiah funds to repla 3 rrent and development expenditure. 

lars. The result has been an upward surgi fPrelimir urce: Department of Statisti 


in rupiah interest rates. 
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n exchange dealings especially East) Ltd, 9th Floor, Alexandra House, 16-20 
Australian and New Zealand dollars. —. Chater Road, Central Hong Kong, GPO Box : 
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f international and... . Phone 5-265691/4. Telex HX63546. 
Е -. . - QablsAMZBANK = 

d the right solution to.  . In Singapore, enquire at 8th Floor, — 
‘financial problem, Осеап Building, Collyer Quay. Phone 918355. 

onal or innovative means, Telex 23336. For foreign exchange Phone 

Kong, enquire through our ‚ 2251179. Telex 55950. Cables ANZBANK. 


Vo 


7 


A 
AXE n 
y н 


УУ - 


T. 


Lil 


y 


TT T 
ДУЛ IL 


ФЕ ФУ + a 
RETR LE EERE, 
ERLE TEER. 


$E 


Sane ee. 
ESR EE 





using programm 
struction industry's 
counting for 40% of all dev 
spending. - AT ia 
-The government's Housing and > 
lopment Board plans to finish some 40,000 
new units during the next fiscal.year. This 
s 74% higher than the target figure last 






















dustrial and commercial. development, 


system (which has become’a symbol of 
government's commitment to fiscal 





facilities. 

Operating expenditure is to rise a more. 
riking 24% from last year, to S$6.8 bil- 
lion. Apart from major civil-service salary 
reases declared in 1982, this is chiefly a. 






concentrate its resources on education 
nd manpower training and development. 
"Tan stressed repeatedly in his speech 
priority the government. places on 
ning at all levels — from basic educa- 
through to technical training and 







„spending on educational and training 
ilities is budgeted at $$577 million for 
еа | 


nt-fund income — is forecast to reach 


ficit of S$3.74 billion, accord 
ys.figures, which is to be" 
h public borrowings. Thi 
exceeds last year's i 
s by 22%. When combin ti 
unts of the government's seven prin- 
ipal statutory boards, however, the total 
















еге were few surprises in Singapore's 
nual economic survey made public 


ortly 
er Tony Tan's budget speech. Annual 

























jated at the widely predicted 6.3% „йо 
significantly from the previous” yea 


“since 1975, would have been considerably 
tivel 


year, Other key capital projects include |". 


e initial phase of the Mass Rapid Transit ` 


ulus) and new educational'and train- | 


flection of the government's desire to | 


er education. On the development: 


| revenue — including develop- - 


10 2 billion, a rise of 7% over last" 
r's revised estimates. This still leaves а_ 


ic-sector deficit was $$702 million last. | 


strong on the home front 
ymestic demand helps Singapore's economy grow about . 
% in 1982-83; but expansion t is year will be slower | 


"before Trade and Industry Minis- 





growth.in gross domestic product for ће - 
1 year ending this March 31 was esti- 


e economy's performance, the worst. 

































year — a figure that is not comparable to 
; the government's annual deficit forecasts. 





' $$8.87 billion, are, expected to р 
оуега 48% {гот а year ago. This 1510 in- 
clude a 6% fall in income taxes, to $$3.1 
billion, due principally to a probable drop 





overall gain іп personal income. But Sin- 
' gapore has previously demonstrated a ten- 
* dency to underestimate révenue- projec- 
tions — last year's, for instance, аге now 
estimated as 7% higher than initially ex- 
pected. Tan announced increases in indi- 








s+ | recttaxeson liquor and tobacco that range - 
from 11-55%, the revenue yield was fore- 


cast at S$54 million. —— K 
The new budget also includes a number 
of tax incentives. Chief among these is a 


25%. decline in textiles, 15% in wood pro- 
: cessing and 11% in transport equipment. 
The last, which includes shipbuilding апа 
repair, offshore construction. for the 
petroleum industry, aircraft-component 





. according to the economic survey, “the 





the entire economy, was off by.4.6% in the 
manufacturing sector. | sn 
Other ‘sectors. were. buoyant by com- 





by 14.4%, compared w 49 
ervices as a whole grew by 9.3% 


t adverse global trends 
| dependence on its industr 


five-year tax-relief programme to. pro- 
“mote the republic’s loan-syndication ac- 
This fiscal year's recurrent revenues, | 


in corporate-tax payments and a smaller | 





11% drop in electronics manufacturing, a | 


sector and placed great 
| , om manentemphasis onservices. The govern- 
manufacturing and aircraft servicing, Was, 





leading growth industry in the. last two. 
“years,” Productivity; which improved by, 
2% against the previous year’s 5.3% for. 








tivities. Beginning this year, income from 
loans syndicated in. Singapore will be 
exempt from the present 10% tax provid- 
ing the lead-management position is held 
or shared by a Singapore-based institution 
andthe lending syndicate includes at least 
three members. The loan must also be 
offshore, as defined by local regulations. ` 
"Banking sources have described the 
move’ as a significant step. in improving 
Singapore's position in the competition 
among: East Asian financial centres ~- 
notably Hongkong. More. specifically,. 
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BALANCE OF PAYMENTS 
1982 
(S$ million) | 


Merchandise trade balance (A) 
Exports of goods 
Imports of goods 
Balance of services (В). °з. 
Transfer payments (net) (C) 
Current-account balance | 
(А+В+С=р i 
Capital (net) (8) 
Balancing item (Е) : 
Overall balance (0 +Е+ Е) 
Official foreign reserve 





~ 14,921 

















"Increase in assets 
Source: Department of St 






and more per- 





ment. would. like ‘manufacturing to ac- 


- count for roughly a third of GDP; it is now 


slightly more than a quarter of GDP. 
Despite: the slump: in. industry, un- 
employment crept up very slightly, in- 
dicating the overall ra till in the area 
of 4%, Weakened demand and a strong 
currency brought inflation down to 3.976 


“from more than double that the previ- 


ous year —-with the-decline. becoming 
steeper as the year progressed. 
Reflecting.the government's. desire to 
stimulate domestic: economic activity, : 
public capital expenditure grew by 40% 
ew ending and ac- 
7 ) total. Much of this 
infrastrueture.and the public- 
prai thus contributing: -- 











s where the ган 
lic’s financial sector has been losing 
ground in recent ye But while recog- 
nising the measure as the removal of "a 
basic hurdle,” as one economist called it, 
it was also stressed that there were factors 
still to be overcom 


The new meas appe IS to have re- 


T de disap- 
d apparently 
Sui. a measure para io. th: 
nounced — a five-year € 
Pimp from new funds 


sure appears to he l been taken with con- 
siderable caution. Tan said yes n 


Mest 
the bulk of doa was exe- 


TS Say the Bov- 


buton which most of 
one in Hongkong. 

nt also announced à 

relief measures in other 

боп computers and au- 

‘nt can be fully de- 

year after purchase. 

Wwances for oe and 


prices, with in port san 
increase. Do mestic e 

fell by 196. Servi 

up 20% to $$1 

and reduced the 

S$2.7 billion f 

For the balanóe. 
Singapore's su TOW | 
lion to $$2.5 billion irect ein vest 
ment is estimated at S$1 billion for the 
year, but this e down from the previ- 
ous year's S$1.5 billion and reflected com- 
mitments made in the growth period that 
tapered off last year. Of total new invest- 
ment commitments of S$1.7 billion, local 
businesses accounted for 31%. 

Still, 
have accounted for almost all new com- 
mitments in the high-technology areas the 
government desires: Stimulation of the 
domestic economy will help soften the 
blows of global recession — though it may 
do so less effectively in the coming year. 


But it will do little more than that. It will | 


not get Singapore fe it wants to gò. ` 


И PATRICK SMITH 








foreign dhvestment appears to. 





India boosts expenditure aid revenue to keep its five-year - 
plan going and hopes the deficit will stay manageable 


By Mohan Ram 

New Delhi: India claims to be among the 
few oil-importing countries to have main- 
tained the tempo of its economic develop- 


ment in the face of an uncongenial inter: 


national economic environment. Despite 


| a severe drought whichreduced agricul- 


tural production by an estimated 3% in 
1982, slower industrial growth (down 
from 8.6% to 4%) and a- gross-national 
product increase of only 2% against the 
previous year’s 8%, the government has 
stepped up spending on its sixth five-year 
plan (ending in 1985) by 21% and raised 
its defence allocation by 12%. 

India’s budget for April 1983 to March 
1984 increases slightly the overall outlay 


INCOMINGS AND OUTGOINGS 


| (Rs billion) 


Revenue 

Tax 

Loan recoveries 

Non-tax 

Market loans, provident-fund deposits, 





зекер оар plan 
Defence, m 
Interest payments 

Statutory and other transfers to states 
Other 





Source: Indian Government. 


to Rs 348.36 billion (US$35.19 billion) 
from Rs 342.41 billion in 1982-83 (revised 
estimate). This leaves a deficit of Rs 15.5 
billion uncovered after total revenues of 
Rs 332.71 billion including Rs 800 million 
from a new bond issue and Rs 6.15 billion 
from additional taxes (though the budget 
proposes new levies that would fetch Rs 
7.16 billion, the proceeds have to be 
shared with the states). If necessary, the 
deficit will be covered by printing more 
money. 


The tax effort might look timid and in-: 





adequate at first glance, but it fol 
extra-budgetary fund-raising spree. P 
of petroleum, products were raised 
days before. parliament met to he 
budget proposals, through an admini 
tive decision. This adds Rs 8 billion t 
ernment revenues A sharp rise in гаі 
passenger and freight rates, à hi 
postal апа telecommunications tari 
new tax on cigarettes and increase 
toms duties, all outside the budg 
gether net another Rs 13 billion. 

This explains the modest tax effc 
the budget and the relatively managea 
uncovered deficit. (The current fist 


` year's budget left a deficit of Rs 15 billi 


uncovered, but revised estimates indica 
an actual deficit of Rs 19.95 billion. 

The government has managed to. 
non-plan expenditure in check. Its 
tion for the plan (Rs.138:1 billion ag: 
the current year's Rs 111.44 billion) 
sents а 2195. rise. But non-plan spen 
goes up by only 7% despite a 12% 
military spending (from Rs 53.5 bi 
Rs 59.71 billion, or 17% of the pod 


in 1983-84). : 


"The food subsidy goes 
illi & billion, the: is 
from Rs 5.5 billion to. Rs 7 billi 


Administrative expenditure ac 


for just 4%" In 1982-83; spending on 


| account turned: out.to be Rs 7.4 


against the budgeted Rs 10. 12 billion, 
was partly due to deferment of co 
ing allowances due to civil servar 
budget provides for alump sum of Rs: 
lion to pay for these increments. It 
also announced that a commission w 
appointed to look into the entir 
of salaries and emoluments in the 
vice, which has been clamouring fo 
pay review, the last one havi 
undertaken 10 years ago. 

Finance Minister Pranab Mukherje 
latest exercise has been described a 
accountant's budget, by no means bold or 





| Fed up with the cost of London hotels? - 


i For less than half the price, two and three bedroom luxury service 
apartments at Draycott House with all the freedom and privacy of your 
home are the perfect alternative. Prices from £525 per week. For the 
executive travelling alone, studio apartments from £250 per week. 

. Reservations: Miss Linda Coulthard, Draycott House, 
. Draycott Avenue, London SW3 2SA. 
Telephone: 01-584 4659 Telex: 916266 
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innovative. With the multir 'ctive 
has set itself — encouraging production, 
checking inflation and promoting savings 
and essential investment — it appears to 
have every possible policy thrust but fails 
to achieve much in any single direction. 
But many see in it a good first step. 


- Changes proposed in personal and corpo- 


rate taxation and new excise and customs 
duties raise revenue in some cases and ex- 
tend relief in others. And though in some 
instances the changes have no revenue ef- 
fect at all, many of them have wider 
economic implications. 

An important proposal on the corpo- 
rate side is for a minimum tax of 30% of 
gross profit, regardless of any concessions 


- aimed at attracting industries to backward 


areas or promoting exports for which cer- 


fain companies might qualify. Another 


proposal raises the surcharge on corporate 
taxation from 2.5% to 5%, but this excess 
can be deposited with the Industrial Deve- 
lopment Bank of India which means it is 
being impounded for refund later. 
Another proposal raises the depreciation 
allowance on plant and machinery from 
10% to 15%. 

The depreciation allowance on energy- 
saving devices and systems is raised from 
30% to 100% and for pollution control 
and natural-resources conservation from 
30% to 40%. Companies are to get excise- 
duty concessions for increased production 
over the previous year. But the proposal 
to disallow 20% of the expenses of com- 
panies on advertising and business travel 
has not been welcomed by industry. 


t's budget. 

In personal taxation, the accent is on 
savings promotion; the tax rate is being 
cut from 30% to 25% for lower-income 
groups. But the surcharge on tax in the 
higher brackets is: raised from 10% to 
12.5%. It is argued that this will induce 
taxpayers to take advantage of conces- 
sions offered for long-term savings. But 
the criticism here is that there is no at- 
tempt to introduce the long-promised re- 
structuring of the tax system. 

The budget liberalises tax concessions 
to non-resident Indians remitting their 
savings in foreign exchange for investment 
at home. Unlike resident Indians, they 


Mukherjee: an accountan 









Long-term capital gains on debentures 
and shares will also be taxed at flat rates. 
There will be no capital-gains tax on pro- 
ceeds of transfers if reinvested or depo- 
sited in India, and such investments will be 
exempt from wealth tax. Nor will gifts to 
relatives attract any tax. 

The more important proposals in terms 
of revenue-raising relate to indirect taxes. 
Auxiliary customs duties are raised and 
duties on various items including chemi- 
cals are up, mainly to protect domestic in- 
dustry from competition resulting from re- 
cession abroad. Excise duties on pressure 
cookers and fuel-efficient kerosene stoves 
have been scrapped. Exporters will wel- 
come the exemption of 5% of their income 
from incremental turnover, but it remains 
to be seen if this will help boost exports. 

The budget, in effect, buys time and 
tries to save the sixth plan. With an overall 
plan outlay of Rs 254.95 billion for the 
central government and the states to- 
gether, total outlay in the first four years 
of the plan will be Rs 790 billion. Assum- 
ing the overall outlay for 1984-85 to be 
some Rs 300 billion, the total outlay for 
the five years of the plan will touch Rs 1.1 
trillion against the targeted Rs 975 billion. 

This is deceptive because since 1979-80 
(the reference year for the plan), prices 
had risen 25% by December 1982 and are 
likely to go up by a further 12% in the next 
two years, making for an overall rise of 
40%. So the total monetary outlay has to 


reach Rs 1.36 trillion to hit the plan's out- 
Шш. 


lay target in real terms. 





Quality, not quantity 


Mongolia harvests a record grain crop but there are 
hints of an electric-power shortage 


By Alan Sanders 
Мон harvested a record grain crop 
in 1982, according to government of- 
ficials who addressed the year-end session 
of the People's Great Hural (national as- 
sembly) in Ulan Bator. The grain harvest 
grossed 544,000 tonnes, Vice-Premier 
Dumaagiyn Sodnom, chairman of the 
State Planning Commission, told the dep- 
uties. Grain output was 10% up on the 
previous best year, 1975, and more than 
200,000 tonnes up on 1981, but Sodnom 
said the plan had not been fulfilled. De- 
spite- relatively favourable weather, the 
average yield had not increased. A pro- 
portion of the grain (Sodnom did not say 
what proportion) was not up to the quality 
standard. 

For animal husbandry, 1982 was a “rela- 
tively good" year, with 9.4 million animals 
surviving from birth. However, according 
to Sodnom, there was no noticeable fall in 
the rate of “unproductive losses" of live- 
stock in some provinces, and President 
Yumjaagiyn Tsedenbal remarked that in 
three provinces losses were 70-160% 
higher than the year before. In 1983, Sod- 
nom said, herdsmen who lost less than 1% 


of their young stock in the year would be 
given a bonus. He hoped that there would 
also be an improvement in average 
slaughter weights, which have been de- 
clining recently. 

Discussing industrial plans for 1983, 
Sodnom called for a 10.3% increase in 
gross production and improvements in the 
quality of products. Coal production this 
year would approach 5 million tonnes, he 
estimated, with expansion of Sharyngol, 
Nalayh and Baganuur mines continuing, 
and electricity generation should total 1.4 
million mwh. “The Ministry of Fuel and 
Power Industry and the executive commit- 
tees of provincial assemblies must take 
measures to establish monthly limits to the 
consumption of electric power by basic 
consumers and to reduce peak loads on 
power stations," Sodnom warned. He also 
said the same ministry should cooperate 
with the Ministry of Transport to ensure 
that power stations had sufficient coal 
stocks. 

Sodnom added that in 1983 new capa- 
city would increase annual production of 
carpets by 149,000 sq. ms (the second 


stage of the Erdenet carpet combine), 
knitwear by 470,000 pieces and shoes by 
465,000 pairs. He also expressed concern 
about unnecessary delays in putting new 
industrial buildings into operation. 

Listing points from the 1983 state 
budget, Finance Minister Erdeniyn 
Byambajav said capital investment in the 
economy “from all sources" would 
amount to Tugriks 4.41 billion (US$1.4 
billion), of which Tugriks 1.93 billion 
would come from the "country's internal 
sources." Budgetary expenditure on edu- 
cation and health would amount to Tug- 
riks 891.3 million and Tugriks 444.1 mil- 
lion respectively, he added. 

Expenditure on administration and de- 
fence in 1983 is to rise 6.3% or Tugriks 
62.4 million on the 1982 budget, though as 
a proportion of total expenditure in 1983 it 
is to be 0.5% lower, at 20.4%. In 1982, 
combined expenditure. on administration 
and defence accounted for 20.9% of 
budgetary outgoings, with administrative 
costs the same as in 1981 and expenditure 
on defence *at the necessary level." Ad- 
ministrative expenditure being estimated 
in 1982 as in earlier years at 4.3% of all ex- 
penditure, the balance for defence was 
16,6% or Tugriks 802.6 million. 

In 1983, it can be estimated, expendi- 
ture on administration will be about Tug- 
riks 235.2 million and on defence around 
Tugriks 816.4 million, 15.8% of all expen- 
diture and a rise of 1.7% on 1982. 
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Modular power train — just one of 
the ways Case brings you long life and 
reliability 


» er 200,000 
`: id worldwide 
"akes Case No.1! 


One out of every three loader/backhoes bought 
today is a Case! Which makes us No. 1 by far 
with over 200,000 units sold worldwide 


This overwhelming preference is based on a 
history of reliability and user advantages like the 
exclusive over-center backhoe. Forward posi- 
tioning of the backhoe gives a better balance of 
weight over front and rear axles for optimum 
traction in loading operations, plus greater 
stability in roading and cross-site travel 

It also provides exceptional machine compact- 
ness in transport. 


Only Case loader/backhoes have loader power 
linkage for faster cycling. Other productive 
strengths include unitized mainframe to protect 


( ase thinks of everything. 





power train components from misalignment due 
to shock loads. Torque converter transmission 
for automatic adjustment of power and speed to 
varying loads. Synchronized on-the-go 

shifting 


Check out the world favorites at your Case 
dealer. Available from 35 to 88 kW (47 to 111 
SAE net hp). Or write to Asian Representative 
office of the J | Case Company, 12-C 12th Floor, 
Yen San Bidg., 268 Orchard Road, Singapore 9, 


Republic of Singapore 


JI Case 


Case pioneered 4-wheel drive — for 
high-production in virtually any terrain 
— muddy, wet job sites; even 
swamps and marshlands 







Exclusive over-center backhoe — 
tilts forward in transport, not rearward 
like others. Better and faster loading 
and roading 





Side shift option — backhoe can travel 
to either side, dig close to building 
foundations, work other congested 
areas 
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Located and conferences 
close to busy are available. 
Orchard Road, And even a health 
the York's club complete 
proximity to with a sauna. 
Singapore's In-hotel dining 
central isa gourmet's 
shopping district and lively pleasure. Here you'll find 
entertainment makes it an authentic Italian and Japanese 
exciting place to be. cuisine. And the pooldeck cafe 

Tastefully furnished rooms апа a coffeehouse offer both 
which range from split-level ^ western and local delights. 
cabanas to spacious suites Well located, the York 
provide comfort in style. makes your stay in Singapore 
Function rooms for seminars рше delight. 


On holiday or business, 


the York treats you right. 
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The York Treats You Right 
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Telex: RS 21683 YOTEL. Cable: YORK HOTEL. 


GOODWOOD PARK * YORK HOTEL * 
"О. MING COURT * LADYHILL * HOTEL MALAYSIA. 
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Provision for problems 
Talks between Japanese banks and the government 


By Hikaru Kerns 

Tokyo: Negotiations between the Minis- 
try.of Finance (MoF) and the banking sec- 
tor on provisions for possible losses on 
loans to overseas borrowers are nearing 
completion, opening the way for Japanese 
banks to set aside 1-5% of their sovereign 
loans to 24 high-risk countries designated 
by the MoF. The provisions would be one- 
time, rather than annual, though subject 
to review. 

The provisions will be made from after- 
tax profits and thus will not result in tax 
benefits to banks. Banks will have the op- 
tion of selling a certain amount of sec- 
urities, which they usually hold on their 
books at far less than market value, to red- 
ress any weakness in earnings so that their 
Stature and credit rating, both domesti- 
cally and internationally, will not be af- 
fected. In view of very high market values 
they are likely to sell mainly common 
stock rather than government bonds. 

The Japanese Government still does 
not wish to disclose the list of countries 
considered high risk, nor does it permit in- 
dividual banks to reveal their exposure in 
specific countries (REVIEW, Feb. 10). The 
leading financial daily Nihon Keizai Shim- 
bun recently published figures, which 
were independently confirmed, that show 
total loans by Japanese banks to risky 
countries amounting to US$37 billion as of 
September 1982. Of this amount, Mexico 
owes about US$10 billion, Brazil US$8.7 
billion and Argentina US$4 billion. 

The MoF has also recently relaxed its 
rule stipulating that banks may not make 
loans. equivalent to more than 20% of 
their own capital to any single country. 
This came about because as loan pay- 
ments became suspended banks found 
that they were in effect being forced 
beyond the guideline. Moreover, relaxa- 
tion of this rule will enable Japanese banks 


+ to cooperate with international efforts to 


reschedule loans to risky countries. 

There has been considerable lobbying 
by banks to have the MoF permit coordi- 
nated loss provisions on loans to risky 
countries. Bankers say Japan had become 
conspicuous in not doing so when most 
European and United States banks had 
quickly made such provisions. There were 
hectic, accelerated negotiations to enable 
the provisions to be entered into the cur- 
rent financial year, which ends on March 
31. 


Generally, Japanese banks have been 
highly profitable for the past two years 
and they wanted to be able to make loss 
provisions this fiscal year so that earnings 
growth could show stability. The two op- 
tions given to banks — what percentage to 
set aside and how much of their securities 
holdings to sell — will give them consider- 
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able flexibility in managing their business 
results. Sources say the distribution of 
loans to risky countries is generally pro- 
portionate to the size of the bank, except 
for those particularly. active internation- 
ally such as the Bank of Tokyo. 

Large banks with. substantial. revenue 
growth this year may.take full advantage 
of the 5% allowable provision, while smal- 
ler and weaker banks. may choose a lower 
percentage. Japanese banks have been re- 
strained by informal guidelines and pres- 
sure from making overseas loans bevond 
the relative scale of.their domestic busi- 
ness; it is therefore unlikely that any of the 
smaller banks bear the kind of exposure 
that some regional banks іл the US as- 
sumed. 


TRADE 


| Banks had generally been expecting pectinga. — 


record year in earnings, not least because - 
of their success in international banking. © 
Many of the large banks had been plan- 
ning a modest dividend increase for this 
fiscal year and the loan provisions will 
probably not greatly affect those plans. 
The revenue and earnings of Japanese 
banks began to grow substantially in 1982 
following a generally poor performance in 
1981. Bankers say that, with likely pros- 
pects of their being able to enter and deve- 
lop new fields such as those now 
monopolised by securities nies, 
their earnings growth should remain solid 
in the foreseeable future. 

There is greater optimism in the Japan- 
ese banking community that the interna- 


tional debt crisis can be resolved. Japan-  - 


ese bankers were thrown into a panic in 
1982 when the threat of defaults began to 
loom. Japanese banks, in coordination 
with government ministries, have partici- 
pated in the international effort to aid the 
debtor countries, though there is now a 
more conservative attitude towards inter- 
national banking activities in countries 
which are not members of the rich nations” 
"club," the OECD. 


А narrow crack in the ice 


EEC-Japan trade talks inch ahead, with an accord limiting 
exports of videotape-recorders, TV sets and other products 


By Malcolm Subhan 
Brussels: There has been a slight thaw in 
European Economic Community-Japan- 
ese trade relations. Foreign ministers of 
the EEC “took note" late in February of 
the progress recorded by the European 
Commission in Tokyo earlier that month. 
But the ministers, who were essentially 
approving a decision reached by their 
deputies, also urged the commission. to 
press ahead with its efforts.to secure better 
access to the Japanese market for Euro- 
pean goods. 

They were divided in their appreciation 
of the undertaking which commissioners 
Wilhelm Haferkamp and . Viscount 
Etienne Davignon obtained from the Ja- 
panese. This was to limit exports of some 
10 products. However, specific ceilings 
have been set only for 
videotape-recorders and 
colour TV sets and tubes. 
For the rest, the Japanese 
have undertaken to show 
moderátion in their ex- 
ports and have committed 
themselves to consulta- 
tions. 

The foreign ministers, 
not surprisingly, asked the 
commission “to monitor 
closely the implementa- 
tion of the assurances 
given by the Japanese." 
The commission will 
therefore be watching im- 
ports of the products in 





Davignon: divided appreciation. 


question, which also include hi-fi equip- 
ment, quartz watches, cars, light goods 
vehicles, motorcycles, fork-lift trucks and 
numerically controlled machine tools. 

Any hint that Japanese exports could 
exceed 1982 levels would presumably re- 
sult in the commission asking for im- 
mediate consultations. Even. so, the 
French were sceptical of the results ob- 
tained by the commission: Significantly, 
the commission itself avoided the word 
“agreement” and spoke of a unilateral 
undertaking by Japan. This suggests that 
the French could take whatever action: 
they deem necessary to protect their mar- 
kets. 

But the West Germans and Danes felt 
the commission had exceeded its mandate 
in securing what amounted, 
tin their view, to a self-re- 
# straint agreement. Along 
with the British, they 
wanted the main thrust of 
the community's action on 
one hand to secure better 
access to the Japanese mar- 
ket, and on the other, to 
promote industrial coopera- 
tion with Japan. The com- 
mission has asked the inter- 
national firm of Peat, Mar- 
wick, Mitchell to find out 
why companies with a 
proven track record in other 
markets have had difficulty 
investing in Japan. ü- 
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The pineapple crusher 


Thailand has carved itself a huge chunk of the world market 
in tinned fruit but must now face up to slower growth 


By Paisal Sricharatchanya 
Bangkok: A combination of favourable 
climatic and soil conditions, relatively low 
production costs and private-sector 
dynamism has caused Thailand’s canned- 
pineapple industry to thrive. From small 
beginnings in the late 1960s, it has become 
the world’s second-largest exporter today, 
after the Philippines. But the industry's 
growth has come to a temporary halt, 
chiefly because of limited growth in world 
canned-pineapple demand, averaging 
about 1-2% a year now. 

There is room for further growth, albeit 
at a much slower pace, in the medium and 
possibly longer term. The existing seven 
"Thai canned-pineapple factories are using 
less than 60% of total capacity, while four 
additional ventures which have been 
granted Board of Investment (Bol) prom- 
otional privileges are yet to go into opera- 
tion. 

Thai canned-pineapple exports are 
likely to continue inching into markets 
currently held by other, more expensive 
producers in countries such as Hawaii and 
Malaysia, and some industry analysts be- 
lieve Thailand may be poised to surpass 
the Philippines as the world's No. 1 expor- 
ter in the not-too-distant future. 

Thailand's success in this field has been 
remarkable. Exports, which account for 
almost all local production, rose 16-fold 
from 10,470 tonnes valued at Baht 14 mil- 
lion (US$1.9 million) in 1971 to a peak of 
more than 161,000 tonnes worth Baht 2 
billion in 1981. This resulted in a radical 
shift in world production patterns. Over 
the past decade, Thailand has effectively 
replaced Taiwan as a major producer-ex- 
porter and has more recently begun to 
pose a serious challenge to Hawaii. 

According to the Taiwan Canners As- 
sociation, their country's production has 
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plunged from a high of 6.6 million stand- 
ard cases (about 105,000 tones at 16 kgs 
a case) in 1971 to just 100,000 standard 
cases in 1982. Meanwhile, a major Del 
Monte  canned-pineapple factory in 
Hawaii is known to have closed recently 
owing to increasingly uncompetitive pric- 
ing compared to exports from Thailand 
and the Philippines. 

The Singapore-based Pineapple Indus- 
try Research and Development Associa- 
tion listed the Philippines, Hawaii and 
Thailand as the three biggest world pro- 
ducers in 1982 with 13.5, 9.5 and 9 million 
standard cases, or 25.3%, 17.8% and 
16.9% of total world production respec- 
tively. Industry experts here expect 
Hawaiian production, which is mainly 
geared for sales to the United States main- 
land, gradually to decline further in view 
of high costs and low returns. This could 
leave an additional US market share to be 
picked up by the two Asian exporters. 

Set against only two major producers 
accounting for the bulk of Philippine pro- 
duction, the seven Thai companies, with 
their varying degrees of unused capacity, 
are expected to adopt more aggressive 
marketing drives not only in US markets 
but also in Europe, the Middle East and 
elsewhere in Asia. 


ndustry sources told the REVIEW that 

Thailand's entry to the world canned- 
pineapple market is raising concern 
among some American multinationals 
which inevitably will have to adjust their 
investment and production patterns in 
East Asia. According to one source, such 
concern was detected during a Bangkok 
visit in early 1982 by top executives of Cas- 
tle & Cooke, Inc., parent company of 
Dole Co., which operates the second- 


Pineapple-growing; pineapple processing: supply causes problems for the canners. 


largest canning plant in Thailand and has. 
large production facilities in the Philip- 
pines and Hawaii. 

The American executives reportedly 
asked other local producers about their fu- 
ture plans and were told that currently idle 
capacity would be gradually brought on 
stream as world market conditions permit- 
ted. 

The development of the Thai industry 
has not been entirely without problems. 
Started as a "promoted" industry, ac- 
corded special tax privileges under the 
Bol laws, it saw a spate of new investment 
in canned-pineapple plants in the early 
1970s. By the time the Bol stopped pro- 
motion in 1978, combined approved capa- 
city was already inflated — 14 companies 
had promotional rights and, on paper at 
least, a total capacity of 29.1 million cases 
a year. 

Of the approved projects, nine firms 
have actually been operational but one 
was forced to switch to other canned fruits 
in 1982 in the wake of an acute fresh- 
pineapple shortage. Another was closed 
down owing to losses, leaving the seven 
companies in business today with a com- 
bined capacity of 17.6 million cases a year. 
The licence of one of the five other pro- 
moted but non-operational companies was 
revoked early in 1982 when it failed to 
meet its start-up time. 

Given the excess capacity of the existing 
operators (peak aggregate annualised 
utilisation in 1981 was estimated at 56%), 
coupled with the enormous investment in- 
volved in setting up new plants, it is doubt- 
ful that the remaining four promoted pro- 
jects will ever get off the ground. 

Six of the seven producers have been 
operating since the early 1970s апа are 
now firmly established with plant-utilisa- 
tion rates averaging 75% or more. The 
latest venture, Cha-um Pineapple Can- 
nery, has the largest plant capacity of 5 
million cases a year; it began commercial 
production in 1982 using only 25% of in- 
stalled capacity. 

According to a survey by the economic 
research department of the Bank of Thai- 
land's — the central bank — the two 
largest producers, the Thai Pineapple 
Canning Industry (the oldest plant, with 
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Dole (Thailand) (2.8 million cases), 
corded an estimated 78% and 75% plant- 
utilisation rate respectively in 1981. The 
former is a joint venture between Japan's 
Mitsubishi Corp. and Thai interests and 
Dole is a wholly owned subsidiary of 
Castle & Cooke. 

Despite the intense competition in ex- 
port markets among local producers and 
with other traditional exporters, Thai pro- 
duction patterns have been significantly 
dictated by sharp fluctuations in the sup- 
ply of fresh pineapples. This is seen by 
many industry operators:as.an important 
obstacle which needs to be overcome if the 
industry is to develop further. 

Of the seven companies, only three — 
Dole, Siam Food (capacity: 2.2 million 
cases) and Siam Agro-Industry (capacity: 
900,000 cases) — are directly engaged in 
commercial farming which supplies 
roughly 50-60% of their fresh pineapple 
needs. On aggregate only 25% of the esti- 
mated 500,000  tonnes-a-year fresh- 
pineapple requirement for all plants 
comes from company-operated farms; the 
remainder is bought from small farmers in 
Prachuab Khiri Khan, Phetburi and 
Chonburi — the three major pineapple- 
growing provinces south and east of 
Bangkok. 

"There is relatively high production sta- 
bility in the Philippines and Hawaii where 
company-operated farms supply the bulk 
of fresh pineapple needs. But production 
here fluctuates as we have to rely heavily 
on independent small farmers who quickly 
switch to other cash crops if they yield bet- 
ter prices,” said Chatchai Boonyarat, pre- 
sident of the Thai Food Processors Associ- 
ation. 


n oversupply of fresh pineapples in 

1981 forced prices down sharply and in 
turn led to poor husbandry and reduced 
acreage in 1982. A resulting acute shor- 
tage, starting from late 1982 and still felt 
now, caused lower canned-pineapple pro- 
duction for all of 1982, preliminarily esti- 
mated at 9.4 million cases, down 11.3% 
from the 1981 peak. Aggregate plant utili- 
sation dropped to about 53% of total ca- 
pacity. The central bank estimated 1982 
exports at 144,910 tonnes worth Baht 1.9 
billion, 10.3% down by volume and 4.6% 
lower by value from 1981. 

The raw-material shortage also forced 
producers to postpone delivery of an unof- 
ficially estimated 1 million cases (mostly 
destined for the US and West Germany) 
until early this year. Although depress- 
ed fresh-pineapple prices have since re- 
versed, supply this year is not expected to 
rise, as most small farmers are either too 
heavily indebted to invest farm inputs in 
old plots or it is now too late for them to 
plant new ones. Thus 1983 canned- 
pineapple production and exports are ex- 
pected to pick up only marginally. 

Local producers expect a gradual up- 
turn in production and exports around 
1984-85. By that time, a series of negotia- 
tions on stable fresh-pineapple supply ar- 
rangements between small farmers and 
factories — culminating in agreement dur- 
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* Proiected to rise to 53:8 in 1983: 
urce: Pineapple Industry Research and 
evelopment Association, Singapore. 


ing a meeting at the Ministry of Agricul- 
ture and Cooperatives in mid-January — 
should begin to show results. 

If economic conditions gradually re- 
cover in the West over the next two years, 
‘exports to the US and the European 
Economic Community (particularly West 
Germany) — the two most important out- 
lets, accounting for 55% and 25% respec- 
tively of total 1981 Thai exports — will ex- 
nd further. 
< However, industry analysts agree that 
growth from now on will be slow and Thai 
producers will face not only competition 
from the Philippines but also among them: 
elves. According to local sources, total 

production (almost all of which is 
ted, except in the case of Hawaii) is 
cted to rise modestly from 53.3 mil- 
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ears ago to more than 50% now. 
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from. Africa and the. Caribbean, 


ch are imported. free of duty and are 
ded other privileges under the Lome 
‘onvention. 
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on against various European currencies | 
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982. Although export prices of some 
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Farmers in Thailand's pineap| 





cases in 1982 to 53.8 million cases this- 





The. disadvantage was. 


of the worst recession in the 


Don Khun Kuey, Cha-um: For the и 
two years, farmers їй this pineapple heart- 
land some 160 kms south of Bangkok have 
been suffering the worst recession in their 


‚ 10-year history of planting. A big surplus 


from the 1980-81 crop sent prices to rock- 
bottom levels and left as much as 8096. of 
output rotten in the fields. 

Although prices have since reversed to 


ат all-time peak since late’ 1982 оп the 


back of the current shortage, there is little 
farmers can.do to reap what would have 
been a much-needed windfall. Each of the 
152 families in this Village — well-known 
for producing the best-quality fruit in 
Thailand — now owes an average of Baht 
30-40,000 (US$1,300- 1,740) to the banks. 

The difficulties now facing Don Khun 
Kucy underline а basic problem — the 
sharp. fluctuation ^in ^ fresh-pineapple 
supplies which has been preventing Thai- 
land's’ pineapple-canning industry from 
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0-year history of planting 






producing efficiently and expanding, Like 
that of many other cash crops such as 
sugar and maize, supply of pineapples =. 
dictated by plantation acreage and farm- 
ing practices — is sensitive to market- 
price fluctuations. 

And becausé the annual main crop is 
harvested around May-June; with a minor 
crop (assisted by the application of chémi- 
cals which quicken the fruit-bearing pro- 
cess) in. November-December; canning 
factories (and fruit markets) are flooded 
during those periods but have difficulty 


maintaining plant utilisation for the rest of gx 


thé year. 

During the supply glut in 1981, рйсёв 
dropped below Baht 0.60 a kg compared 
to the then production cost of Baht 1: 
Prices remained depressed when the 1982 
mái crop was harvested but they have re- 


versed to about Baht 1.70, roughly 30% 


above present production costs, after. an 


The foreigners prevail - 


Two multinationals dominate the Philip 
and attempts to boost DN operations 








By Leo Gonzaga 


Manila: The Manila Pineapple Corp., the 


first Filipino venture into an area domi- 
ited States-based multina- 
abandoned its pine- 
nning project in 
nancing. The sec- 
e, Crown Fruits Corp., 












| | managed to eah the production stage in 


1982 but is now reportedly experiencing 
severe cash-flow problems. 
Manila Pineapple, owned by the Puyat 
family, got as far as registering its project 
with the Board Ir (Bol), 

thereby qualifying for tax exemption and 
other ‘incentives. Tt was to have set up its 
canning plant somewhere in Bulacan pro- 
vince (an hour's drive north of Manila), 


capable of processing 45,000. tons of | 
pineapple a year. Raw materials were to | 
have. come from contract growers. The |» 
"Puyats, however, were able t 


aise only 
P25 million (US$2. 7 million) - ~ nowhere 
near ip n ; 


жуы. inal 1 100-ha. pi 


Davao City in Davao del Sur (Ming anag, 


southern Philippines) two years ago. it 
later set’ 8 
plant. Th 


шоч lated to the Sc anos of Sen ME 









led by Alberto Soriano. 
4 





pene pin 


le industry 
ave backfired 


which provided most of the project fi- 

nance. 

Whatever happens to Crown Fruits will 
difference to Dole 


Probie Corp. 

can corporate p: 
Co. and Del M 
Their operatio 
bigger scale. Dolephil, foi йы | 
vests about 400,000 tons of pineapples on 






Bugo (Bukidnon, 


lion. With 12 000 
i i hane, $ Phil- 


pack hae a bond 


and processes tom 
fattens cattle with 
Dolephil has gone 


Louie "God o, th 


MATT 77 "== x v—RoVER NUES "32090 А туе чн 


poe 3 v 9-96 3 ќе 2 * T i , & 


acute shortage since late 1982. This shor- 
tage may continue throughout 1983. In 
1984, though, supply may grow again if 
larger-scale (and wealthier) farmers invest 
now despite heavy losses in the past two 
years. 

Efforts to ensure a more stable and 
regular supply for the canning factories 
have so far had little success owing to a dis- 
tinct lack of coordination between farmers 
and factories. In 1981, the Ministry of Ag- 
riculture and Cooperatives tried to correct 
the annual mid-year oversupply problem, 
and thus ensure fair prices, by inviting far- 
mers in 13 districts of five pineapple-grow- 
ing provinces mostly south and east of 
Bangkok (officially declared to be agricul- 
tural economic zones) to register their ac- 
reage with the authorities. The response 
Was poor. 

Some factories also helped finance parts 
of the farming costs but results were un- 
satisfactory. As one factory executive put 
it: "In times of shortage, farmers would 
just sell their fruit at better prices in fresh- 
fruit markets. Even those who received 
some financial assistance from us just dis- 
honoured their comitments if they could 
fetch better prices elsewhere." On top of 


pineapples on land under a 10-year lease 
and pays the owner a flat rate per ha. plus 
a premium for every ton of pineapples 
harvested. The land rental is paid in ad- 
vance, the premium after harvest. 

Lease arrangements have long been the 
target of criticism from nationalist quar- 
ters, but people and local governments in 
areas where Dolephil and Philpack oper- 
ate are undoubtedly happy. The main 
proof: though both are in politically sensi- 
tive provinces of Mindanao, their opera- 
tions remain relatively free from interfer- 
ence by either communist insurgents or 
Muslim rebels. 

Both have been trying hard to gain ac- 
ceptance as good corporate citizens. 


pricing, another common source of con- 
flict is the fruit's size: while factories re- 
quire a particular size which fits the cans to 
minimise wastage, some farmers prefer to 
grow larger fruit for the added weight. 

The farmers' disastrous experience dur- 
ing the past two years made them realise 
the advantage — and perhaps necessity — 
of long-term supply arrangements with 
factories. One crucial issue which has yet 
to be resolved centres on pricing. To make 
farmer-canner agreements work, the fac- 
tories must be prepared to pay prices that 
provide reasonable returns to farmers and 
refrain from collaborating — as they have 
done in the past — to force prices down 
during peak harvest times. 

Officially, the Agriculture Ministry's 
extension department listed the 1980-81 
nationwide pineapple-plantation acreage 
at nearly 800,000 rai (about 316,000 
acres), the largest in recent history and 
27% more than the previous year, pre- 
sumably because of an earlier price boom. 
This went down to about 514,000 rai in 
1981-82 and to an estimated 400.000 rai 
during the current 1982-83 season. 

Total output, according to the depart- 
ment's estimates, dropped from a peak of 


Dolephil, for instance, pays on average 
P34.45 a day to plantation workers and 
P44.40 a day to canning-plant workers. 
These rates, Goduco said, are 42% and 
50% respectively over the mandatory 
minimum wages set for agricultural and 
industrial workers. Both companies main- 
tain housing, transport, health and educa- 
tion benefits for workers. 

It is easy enough for these firms to make 
a big community commitment, given their 
size. In the list of the country's top 1,000 
corporations in terms of sales in 1981, 
Philpack came 29th with P832.8 million; 
Dolephil was 37th with P746.7 million. 
Their operations were also profitable: 
Philpack registered a net income of P39.8 


2.8 million tonnes in 1979-80 to 2.1 and2.4 
million tonnes respectively in the follow- 
ing two years, Output for the current year 
is estimated at 1.9 million tonnes, a 2096 
drop from 1982. 

However, official production figures 
are viewed with scepticism. Several 
sources in the industry believe they are un- 
realistically inflated because agricultural 
authorities apparently failed to take into 
account large fields which might have 
beef left unharvested during the annual 
supply-glut periods. Pineapple canners' 
total annual requirements are about 
500,000 tonnes, and the Thai Food Pro- 
cessors Association unofficially estimates 
about the same quantity for domestic 
fresh-fruit consumption. The total annual 
harvested crop is thus reckoned at about 1 
million tonnes. 

Officially recorded yields per rai, which 
varied from a high of seven tonnes in Phet- 
buri province to a low of 3.5 tonnes in 
Lampang, northern Thailand, underscore 
the potential for increased productivity. 
With a maximum 9,000 plants a rai, yields 
could easily top 12 tonnes if the right hus- 
bandry and inputs were applied. 
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million that year; Dolephil, P5.4 million. 
While figures for 1982 are not yet availa- 
ble, it is believed that the two performed 
relatively well despite the recession. 

Central-bank data as at June 1981 (the 
latest available) show that pineapples 
ranked sixth among the country's top 10 
exports in the first half of that year, with 
foreign-exchange earnings of about 
US$33 million. In the whole of 1980 
pineapple export earnings amounted to 
US$76.4 million. 

The two pineapple multinationals ex- 
port their fresh and processed products to 
the US, Japan, Britain, Hongkong, 
Europe, the Middle East and South 
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America. a 
Australia have plenty of things in common. 
course, is the fact that each has one of the 
the world — Hong with its 
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Ariyoshi with Philippine First Lady Imelda Marcos ' Asian operations hit Hawaii. 





Turning to weed 


Hawaii’s once-booming pineapple industry has become 
increasingly uncompetitive and is now shrinking 


By Susan Manuel 

Honolulu: Less than 24 hours before Hur- 
ricane Iwa struck the Hawaiian Islands in 
November 1982, the state had received a 
blow that would change the landscape 
more profoundly. Del Monte Corp., 
which has been growing pineapples on the 
islands since 1906, announced it would 
close its Honolulu cannery in January, lay- 
ing off 525 workers and letting fruit rot on 
the 3,300-acre- plantation Del Monte 
leases on the island of Molokai. 

Since then, Del Monte has granted a 
six-month reprieve at the bidding of 
Hawaii’ Governor George Ariyoshi. 
About 100 labourers went back to work in 
late February, picking two days a week. 
But the company still plans to shut down 
all operations in July, Its Honolulu can- 
nery is now offered for sale at US$23 mil- 
lion. 

The closure move, which Del Monte 
blames on world oversupply of canned 
pineapples, signals the end of an era for 
small, windswept Molokai, where two 
plantation villages are serviced by the only 
town of note, Kaunakakai. Mules which 
once trundled tourists down a steep, two- 
mile trail to the isolated leper colony of 
Kalaupapa were corralled a year ago when 
their owner went bankrupt and a game 
park that catered to visitors is now rarely 
open. 

Still smarting from Dole Co.’s abandon- 
ment of pineapple growing there in 1974, 
Molokai already claims the island chain's 
largest unemployment figures: 13.1% of a 
workforce of 3,650. Molokai residents, 
mainly of Filipino and Hawaiian descent, 
are fiercely agricultural and have resisted 
development and attempts to promote 
tourism, except for the sparsely occupied 
Sheraton Hotel. 

To make the idle land productive again, 





officials are now studying the feasibility of 
growing sugar-cane mainly for bagasse — 
the fibrous residue of juice-extraction. 
The bagasse would be used to fuel a 
generator of the Molokai Electric Co. But 
tourism and a dormitory community for 
Honolulu, a 20-minute flight away, are the 
more obvious successors that occupy pri- 
vate conversation (page 110). 

The exit of Del Monte, a subsidiary of 
South Carolina-based tobacco giant R. J. 
Reynolds Industries since 1979, will leave 
à big gap in what was the islands' US$220 
million-a-year pineapple industry, hand- 
ing the remainder of canned-fruit produc- 
tion to Dole and Maui Land & Pine Co. 
Official figures put total sales for 1982 at 
US$220 million. The forecast for 1983 is a 
9.5% drop to US$197 million. Dole is a 
subsidiary of the Honolulu-based Castle 
& Cooke, one of the Big Five haole 
(white) companies that have ruled Hawaii 
since missionary days. 


B: Castle & Cooke, with its most ac- 
tive office in San Francisco, with major 
overseas operations and housing develop- 
ments on agricultural land on the island of 
Oahu, seems to observers to be outgrow- 
ing Hawaii as well. Maui Land & Pine, a 
one-island operation with 1981 revenues 
of US$86 million, remains a healthy, al- 
beit small producer, largely by selling its 
canned pineapple exclusively to a private 
United States mainland label. 

Del Monte will continue to lease 40% of 
its current acreage for fresh pineapple 
production on Oahu, where shipping to 
the mainland remains economically feasi- 
ble. Molokai fruit was shipped by barge to 
the Del Monte cannery, sited next to 
Dole's plant in Honolulu's former red- 
light district. 
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When В. J. Reynolds purchased Del 
Monte it announced a commitment to 
fresh fruit over canned, partly in response 
to the health-food and fitness craze sweep- 
ing the US. Since the merger, despite a 
US$10 million renovation, the cannery 
lost US$4 million in 1981 and faced a US$5 
million loss in 1982. This year, Del Monte 
announced a US$35 million investment in 
two 3,300-acre plantations in Costa Rica 
which will grow fresh pineapple for the 
eastern half of the US. 

Both Del Monte and Dole have blamed 
foreign competition from Thailand and a 
world oversupply of pineapples for their 
problems,.despite а US$5 million re- 
duction in US imports of Thai canned 
pineapple between June 1981 and June 
1982. Although industry spokesmen de- 
scribe the competition as cyclical, irrevoc- 
able changes have been made in Hawaii. 
From a peak of 70,000 acres used for 
pineapple growing in 1970, only 37,000 
acres were cultivated in 1982. That was be- 
fore Del Monte's pullout. 

Castle & Cooke closed its cannery for 
three months early in 1982 and now ope- 
rates only one or two days a week. Castle 
& Cooke also took 2,000 acres out of pro- 
duction and plans further reductions on 
Lanai, with a population of 2,500, where it 
owns 98% of the island. 

Both Del Monte and Dole have major 
pineapple operations in the countries of 
Hawaii's major competitors — Thailand 
and the Philippines — a state of affairs 
that prompted the state government's ag- 
ricultural coordinating committee to 
suggest they were creating their own com- 
petition. But company executives deny 
their Asian plantations have contributed 
significantly to the present glut. 

The fact is that it has grown too expen- 
sive to produce pineapples in Hawaii. 
Thanks to the aggressiveness of the Inter- 
national Longshoremen's and Ware- 
housemen's Union and the cosy re- 
lationships of its former leaders with the 
state government, Hawaii's farmworkers 
earn far more than their mainland peers, 
and more in one day than a Thai farmer 
makes in a month. 

A typical pineapple worker makes 
US$6.28-9.80 an hour. Castle & Cooke 
president Henry Clark said last December 
that if the state government continued to 
put the union before business, Hawaii 
would see all its agricultural acreage turn 
to "weed." Clark meant marijuana, or 
pakalolo in Hawaiian pidgin. 

Another factor is that the US Govern- 
ment’s Jones Act, requiring that products 
shipped between US ports be carried on 
US vessels, denies pineapple traders ac- 
cess to competitive shipping rates in the 
international market. Moreover, Matson 
Navigation Co., whose container ships 
would return to the mainland empty were 
it not for pineapples, recently announced 
a 7.5% rate increase. Castle & Cooke's 
processed-foods ^ division manager, 
Homer Eaton, said Hawaiian pineapples 
can compete well only on the US West 
Coast, having lost the East Coast and 
European markets to Asian and some 
Latin American companies. u 
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Extracts from the Chairman's Statement 


1982 was a year of steady growthandimproved . 
.. performance with profits rising by 2896 to Dh60 million. 


| Shareholders funds now stand i in excess of Dh445 million — 
; making the Bank one of the strongest in the United Ar | 
' Emirates. | 


-= An exceptional achievement in an unsettled international . 
| financial climate. 


UAE Head Office: 
Box 2923, Dubai, United Arab 
Telephone: а, Telex: 46425 UNIDB EM EM (General) 


26 UNIFX EM (Dealers). 
Telegrams: UNIONBANK, Dubai. 


‚ Branches in Dubai, Karachi, Lahore, Faisalabad and Sti panka. AV 
Associate company in: Hong Kong. 
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A: International Monetary Fund mis- 
sion currently in the South: Korean 
capital to take stock of the nation's 
economic policies may also hold discus- 
sions on a government request to draw 
some US$420 million in IMF standby cre- 
dits. On the surface it might seem that the 
mission may find little to disagree with in 
the government's broad overall policies, 
in view of South Korea's relatively suc- 
cessful economic performance in 1982. 

Real gross national product growth of 
5-6% was achieved; the rise in the con- 
sumer price index (from December 1981 
to December 1982) was just 4.8% , and the 
balance-of-payments current-account de- 
ficit was reduced to some US$2.5 billion 
from US$4.6 billion in 1981. But, even al- 
lowing for the recent improved outlook 
for the world economy, the projections of 
the government's Economic Planning 
Board (EPB) for 1983 continue to appear 
over-optimistic. 

In particular, the rate of export growth 
is put at 11.9% (in nominal US dollar 
terms), compared with a final figure for 
1982 of a meagre 1.3%. Arrivals of letters- 
of-credit, an indicator of future export 
levels, fell 10.196 in value last year. Fig- 
ures for the first two months of this year 
provide little encouragement. Exports 
were 7% down on the comparable months 
of 1982 and letter-of-credit arrivals were 
3.5% lower. 

- In the drafting stage, inflation projec- 
tions in the EPB's economic-management 
plan for 1983 were lowered by a couple of 
points and the rise in the consumer price 
index is now put at 3-4% . The plan may be 
reviewed further in the light of oil-price 
falls’ However, the index for January 
alone rose 0.8% on the month and stood 
5.1% up on the year. 

Although oil-price falls will undoubt- 
edly help, other factors may at least par- 
tially offset this. Last year, growth in the 
money supply averaged more than 30%, 
though this rate also reflected government 
moves to accommodate the impact of the 
kerb-loan scandal (REVIEW, May 21, '82). 
Perhaps with regard to the mission's visit, 
there are now reports that the upper limit 
for planned M2 money-supply growth this 
year is to be reduced from 18% to 1696. 
There are also expectations that major 
companies may give wage increases av- 
eraging some 6% this year, down from 
12% in 1981. But claims that inflationary 
psychology has been stopped still seem a 
little premature. 

As throughout most of 1982; economic 
growth is currently relying on the second 
engine of domestic demand. Fixed capital 
formation increased 14% in 1982, mainly 
reflecting public investment activities in 
social overhead capital (housing and 
infrastructure developments). The gov- 
ernment is bringing forward this year's 





public construction projects to maintain 
momentum in the domestic economy, 
with about 60% to be initiated in this first 
quarter. 

However, the public sector's ability to 
remain the-major growth catalyst in this 
way is becoming increasingly curtailed by 
the need for prudent management of fiscal 
deficits, accumulated government debt 
and decreased buoyancy in tax revenues, 
with lower inflation, a reduction in corpo- 
ration-tax rates, and lower customs re- 
ceipts. Some 33 major projects due for im- 
plementation during the fifth five-year 
development plan have recently been 
postponed beyond the pre-1986 start-up 
date, though this readjustment was also 
with a view to South Korea's external debt 
level. 

Given the country's position as the 
world's fourth-largest borrower, some at- 
tention has recently focused on South 
Korea's debt, especially after the critical 


Kerb-lender Chang Yong Ja: the impact lingers." 


problems of some other major borrowing 
countries. Total external debt outstanding 
amounted to US$37.2 billion at the end of 
га year, equivalent to some 56% of 
NP. 


However South Korea's creditworthi- 
ness and ability to service its debt is not 
generally doubted, though the debt-ser- 
vice ratio for 1982 was above projected 
levels and showed a fairly significant jump 
to 15.5% from 13.8% in 1981. This in- 
crease was more a reflection of slack ex- 
port earnings, as the rate of increase in ac- 
tual debt service was well down on the 
1981 level. 

However, the projection of a 14.2% 
ratio for this year relies on optimistic ex- 
port-growth forecasts, and in view of the 
international financial situation the indi- 
cations are that Seoul is beginning to ex- 
perience some deterioration in the terms 
for its borrowing. The request for IMF 
standbys comes against this background. 

The necessity for new borrowing is, 
however, being restrained by the im- 
provement in the current account. The 





US$2.5 billion deficit last year was well 
below original expectations. A 4% decline 
in imports (in nominal US dollar terms) 
mainly reflected stable international raw- 
materials prices, especially for oil; reduc- 
tion in grain needs as a result of favourable 
harvests, and the comparative sluggish- 
ness of the economy. 

This was combined with a US$900 mil- 
lion improvement in the services balance, 
mainly reflecting continued growth in 
earnings from overseas construction ac- 
tivities (to reach some US$2.5 billion). 
Even before the latest oil-price falls, the 
current-account deficit for this year was 
projected at around US$2 billion. And the 
government-backed Korea Development 
Institute (KDI) estimates that a US$4 per 
barrel fall in oil prices would improve the 
current account by US$430 million. 

However, not all the effects of an oil- 
price cut would be beneficial. In time, it 
could work through to cutbacks in the im- 
portant construction earnings, especially 
from the Middle East, as well as more im- 
mediately affecting commodity exports to 
the region. 

A particular question-mark remains 
over the future growth in export earnings. 
Even a strong upturn in world demand 
may take time to work through to renewed 
expansion, particularly with a more pro- 
tectionist international environment and a 
loss of some export competitiveness as a 
result of exchange-rate movements in 
1982. Although the won depreciated some 
7% against the US dollar in 1982, the dol- 
lar's strength meant the nation's exchange 
rate became considerably overvalued 
against other major currencies, such as the 
yen and Deutschemark. 

- Indeed, even before this situation had 
fully developed, a sticking point in discus- 
sions with the IMF last year came from re- 
luctance to accept a fund proposal that 
greater depreciation of the won was neces- 
sary. Thisissue may now become less seri- 
ous in view of the expected reversal in the 
dollar's strength and thus some deprecia- 
tion in the real effective exchange rate of 
the won. 

Confidence that the current-account 
improvement can be maintained is leading 
some government officials to turn eyes to- 
wards OECD entry and to call for a much 
accelerated liberalisation of imports and 
capital movements, Such steps are seen as 
à prelude to South Korea becoming a 
member of the OECD — the developed 
nations’ “club” — by the late 1980s at 
latest. 

Not all policymakers are, however, in 
agreement over the import-liberalisation 
issue. The EPB, the closely related KDI 
and the Ministry of Finance are leading 
the campaign for more rapid liberalisa- 
tion, while the Ministry of Commerce and 
Industry and the government-funded 
Korea Institute for Industrial Economics 
and Technology, advocate a more phased 
and selective approach. 

— REGINALD CHILD 


MARCH 17. 1983 e FAR EASTERN ECONOMIC REVIEW ^ 


OVERSEAS SERVICES CORPORATION 
Marketing Department 





Japan's largest asset: 





- 


Japan's largest bank: 











DKB is Japan's largest bank. with total assets exceeding USS99 billion. DKB is also the 
international bank that understands the Japanese people and Japan's financial world 
through its vast domestic branch network and close financial relations with almost all leading 
Japanese companies. A few of the important reasons behind the fact that one out of every 
two foreign and foreign-affiliated companies in Japan 
today banks with DKB — turning to DKB as the kind of Total Assets 
corporate partner they can depend on for up-to-date WW Total Deposits 

















financial data, or sophisticated international financing TV 
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If you're interested in putting DKB's far reaching 
domestic and international capabilities to work for you 
contact your nearest DKB overseas office. We're located in 
more than 40 key financial centres around the world 
DKB — the international bank that listens and has the 
assets to act 
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The Баа аа Bank of Sweden 
is now operating internationally under 
a new name -SWEDBANK. 

And an impressive service is simply 
one of the qualities we intend 
to demonstrate in common with 
our famous compatriot. 

Some of the others: speed, 
professionalism, flexibility 
and an unusual standard of 
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competitiveness. All at your service 
through our comprehensive range 
of international commercial 
banking services. 

And all highly relevant to 
_ your business. 

For full details, contact us 
at the address below. 

It could be the best call of 
the year. 
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Sweden has an excellent name for International Banking. 


Head Office: 5-105 34 Stockholm, Sweden. Telephone: 08-762 1000. Telex: 12826 SWEDBNK 5. 
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е THESE аге hard times for banks, not | 
least in Hongkong, but not so hard that, 
other things being equal, the Hongkong 
and Shanghai Banking Corp. (HSBC) 
should „have shown net profits only 
11.4%. ahead at HK$2.36 billion 














18:1% ahead at the interim. General ex- 
^ pectations were for a not-dissimilar gain 
over the whole year, given the, Hang 
Seng Bank subsidiary s 20% gain; sharp-. 
ly falling local interest rates (which nor- 
mally help profitability), especially in 
the second half, and the fact that, the 
bly enjoyed respectable ex- 
er coriverting part of its 
eposit base into US-dol- 
lars and other currencies. 

But other things are not equal. For 
one thing the bank has, for the first time, 
had to hold its subsidiary Wardley co- 
vered. “against certain accounts". (to an 
undisclosed extent) and, for the first 
time too, such “changes in the. value of 

"assets" have been charged against the 
provision to inner reserves. Even so, the 
bank has probably made a bigger than 

usual transfer to inner reserves. 

Various calculations suggest those re- 





serves are not so big as popular myth has. 


it. They: have been depleted to help 
boost the bank's visible capital base, in 


line with its very rapid expansion in аѕ-: 


sets in recent years. With a continuing 

need for support of local deposit-taking 

companies and possibly Бапкѕ, пої to 

mention considerable cost overruns on 

' its new headquarters, it is prudent that 
the bank replenish inner reserves. 

Since London stockbrokers Vickers 

da Costa estimated in January 1981 that 


transfers back to general reserves, to. 


fund scrip issues, had partly neutralised 
the build-up of inner reserves, the HSBC 
has made a further HK$400 million trans- 
fer from inner. reserves in 1982 and a 

: more modest transfer of HK$260 million 
in 1982. That.could mean something like 
a HK$1.5 billion net addition to inner re- 
serves during these two years (adding 
back a half. of published profits) and a 
total now of HK$3-4 billion. 

: The proportion of total profits trans- 
ferred may have risen somewhat to take 
account of the fact that Marine Midland 

Banks, unlike the HSBC's other banking 
‘subsidiaries, does not make its own pro- 
- vision to inner reserves. Even so, inner 
| „reserves тау пої be all that big consider- 
"ing a possible cost overrun of anything 
"up to HK$4 billion on the original 
: HK$1.4 billion cost of the headquarters 
building, only. part of which is being 
.eharged against the profit-and-loss ac- 
count for things like staff relocation. 
сө HONGKONG'S latest Companies 
(Amendment). Bill, currently going be- 





(US$356.5 million) for 1982 after being. 


fore the legislature, is a КР down 
version of the 1980 bill which was in any 
case hardly a radical: document 


(Review, Aug. 15, '80). Since then, pro- 


fessional (vested) interest groups have 


clause which seeks to outlaw the wide- 
spread practice of having corporate di- 


rectors (ds distinct from “natural per- | 
sons") applies now only. to publicly | 


listed companies and not to private com- 
panies, except where they are part of a 


. group which includes a public company. 


Apologists will argue this still brings 
groups such as Carrian (which has a 
quoted arm in the shape of Carrian In- 
vestments) into the net, but Carrian has 
no corporate directors anyway and the 
problem. of getting behind nominee 
shareholdings (which many.of Carrian's 


| creditors and shareholders would like to 


do) is simply not addressed by this bill. - 
Legally, there is no reason why not; 
Britain, to which Hongkong looks for 


much of its law, demands that beneficial l 
| ownership of shares be disclose 








revent 
person 


of legal sanction. That may п 
outright cheating, where o 
(rather than a nominee company 


strong . deterrent... For. now, all. that 
Hong cong. ме done іѕ 10: ned off one of 
which hroud К the owner- 


yti 

directors" Martine a and, sha 
ings only a promise of a standing сот: 
mittee on company-law reform which 
could in theory consider such issues in 
future. Out, too, are the 1980 provisions 
preventing companies buying their own 
shares. and a clause dealing with direc- 
tors acting beyond their powers. But at 
least the provisions on “powers to re- 
strain fraudulent persons from managing 
companies” are still in (and Hongkong 
has hadits share of those) as.are those to 
arrest. company officers or “соп- 
tributories” who have absconded, or are 
believed to be about to do so, 

ө HAZARD-prone is the kindest de- 


„scription of the, Hongkong Govern- 


ment's recent approach to money-mar- 
ket and banking reform. First it decided 
to apply a squeeze — already fatal in 
half-a-dozen cases — on registered de- 


posit-taking companies’ (DTCs) access . 


to public funds at a time when they wete 
seeing many of their loan assets going 
bad. 

Now it has decided to permit certifi- 
cates of deposits (CDs). issued by 
licensed banks and the handful of 
licensed DTCs — but not those issued by 
но DTCs. — to: be counted to- 








) holds 
shares іп another's name, but it is a |. 


‘will quali 


“need to expand their funding maturities | 
ө JUDGING from comments certain 


„around town of late, the REVIEW. has 







banks and DTCs in Hongkong — 





satory быар ur of rates th 


tract buyers would furth 
managed to force a few compromises. A | 


push the DTCs. to ev 


dence on the jittery 


At present, registered TC i 
suers of something lik % of to 


standing locally issue 
„cember 31, 1982, this total was | 


| Hongkong. dollar C 


further HK$6.2 bilion equiva 


At present, only А issued in 
proved centres outside Hongkong can 


counted as part of liquid assets. Once the 
© reforms. announced in Financial © 


remridge's budget are gue 
y issued Hongkong дайа 9 


for the liquid-assets designa 
tion — not those issued simply to c 

i idity. And it could help Hongkong: 
position as an Asiadollar funding centre 
But the losers will be those. who most’: 










— the registered DTCs. 





senior. Hongkong officials have made: 


been unjustly harsh in its criticisms of the 
quality of prudential supervision ө 











nowhere near as hard as the Econ 
Intelligence Unit (EIU) in its recent. 
port on the world banking crisis. : 
Even if the worst of Hongkongs 
"domestic financial. crisis”. . i 
says the EIU, а "threat to the bank- 
ing system remains in its; over 
seas exposure." The events of rece 
months have “exposed the laxity of reg 
ulatory controls of the financial system 
and that laxity may be presumed to háve 
boosted  Hongkong's role in the 
sovereign-lending boom of recent years. 
By the same token, any faltering of con-. 
fidence in the wake of a new crisis in a: 
major debtor country might well result, < 
via the inter-bank market, in H 
kong's being amiong the first fi 
centres to suffer the consequence 
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COMPANIES. ; дүз 
кае асы AS OUS ax Ё 
Wardley takes cover 


The Hongkong and Shanghai Bank subsidiary goes 
to its parent for shelter against bad loans 


By Christopher Wood 

Hongkong: The debris from Hongkong's 
property crunch has forced a significant 
departure from previous practice in the 
accounting policy of Wardley, à wholly 
owned merchant-banking subsidiary of 
the Hongkong and Shanghai Banking 
Corp. Wardley has asked its parent to 
hold Wardley covered “against certain ас- 
counts" — known to be bad loans made in 
Hongkong, including the still unknown 
exposure to the Carrian Group. Wardley 
is known to have managed or co-led at 
least HK$2 billion (US$302 million) of 
loans to property companies Carrian, Eda 
and Vermillion Land. 

Another factor is the extent of Wardley's 
losses on Eda shares it bought in March 
1981 subject to a sell-back ^put option" 
agreement. Wardley’s 1981 accounts 
showed investments of HK$1.06 billion 


(HK$617 million “short term"). The ac-. 


counts stated: “The current price at which 
the option can be exercised has been taken 
for calculating market value.” Eda is now 
in liquidation. 

Despite a 32% rise in net profits to 
A$5.1 million (US$4.8 million) in 1982, 
the underlying position may not be too 
healthy either at subsidiary Wardley 
Australia, 67% owned by Wardley 
(Hongkong). In Australia, Wardley has 
shown a similar penchant for backing ag- 
gressive wheeler-dealing as in Hongkong, 
with its funding of Alan Bond’s Bond 
Corp. 

Wardley was also the intermediary link- 
ing Carrian Investments with Bond's now- 
ailing retail company Waltons Bond. Car- 
rian paid HK$93 million for its 20% stake. 
It is now — post-devaluation and after a 
sharp fall in its share price — worth only 
HK$31.2 million. Unable to find a buyer 
for its holding, the question now is if Car- 
rian is in any position to embark on its 
20% share of a A$100 million hotel and re- 
tailing complex in Sydney to which Wal- 
tons Bond is committed. 

If not, Bond may well ask Wardley to 
step in, as it was the merchant bank which 
introduced its client, Carrian. Asked if 
Wardley was the instigator, one Hong- 
kong-based Wardley source agreed: 
"That was not a wild assumption." 

It is bad loans in Hongkong, however, 
which have monopolised Wardley's time 
in recent months. The Hongkong Bank's 
move to prop up its prodigal son is dis- 
closed in Wardley's announcement of its 
annual results on March 4. At first glance, 
the figures seem relatively healthy. Net 
profit was HK$164 million, 18,4% down 
from HK$201 million in 1981. Total assets 
were up 25.8% to HK$20.5 billion. *Pru- 
dent provisions" have been made regard- 
ing “а number of local advances" in addi- 


104 


tion to the Hongkong Bank undertaking 


‚40 cover Wardley on certain accounts. 


On November 1, 1982, days after Car- 
rian's disclosure of "short-term liquidity 
problems," a reshuffle at Wardley was an- 


‘nounced. William Purves, an executive di- 


rector at the Hongkong Bank, became 
chairman of Wardley, with responsibility 
for both merchant banking and commer- 
cial banking for the whole group, in a 
move seen as designed to reassert parental 
control. 

Purves is a tough, no-nonsense Scot in 
the once-classical mould of the Hongkong 
Bank. He supplied characteristically blunt 
answers to REVIEW inquiries. on the 


ГЎР, 





Purves: по nonsense. 


Wardley results. 1982 was an exceptional 
year, he said, and accordingly Wardley 
had asked, and the Hongkong Bank 
agreed, to take charge temporarily of “а 
number of accounts." Purves said: "It is 
not only in Carrian." : 

He added that the group as a whole had 
made what was considered (and approved 
by the external auditor) as "adequate" 
provision. But this had not all been made 
in Wardley. Asked how Wardley's ac- 
counts would have looked without paren- 
tal support, Purves said; "The accounts 
would still look good but they would not 
show a net profit." 


M? sources of earnings were the 
banking and corporate-finance sides — 
fees continue to be taken on restructuring 
work, though asset growth partly reflected 
the Hongkong dollar's weakness. Still, the 
figures seem impressive given the collapse 
їп Wardley's business in 1982. In 1981, 
Wardley "underwrote HK$3.2 billion 
worth of new issues. Last year the figure 
was zero. Merger and acquisition business 
also fell more than 40% by value. 
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1982, In July, exe cutive di- 
( ‘Bato resigned іп what was 
widely viewed as a disagreement with 
Hongkong head office over the level of ex- 
posure to a single client — Bond. The ex- 


‘posure was then running at more than 


A$200 million; at least — 1982 year-end 
assets. for Wardley Australia. totalled 
A$703.4 million, a 69% increase over the 
previous year, Bato had forced Bond to 
sell his Cooper Basin resource interests in 
June 1982 for A$188 million. 

But Bond then almost immediately 
sought Wardley's backing to fund his 
forays into Australia's retail sector, where 
he saw companies with decent cash flow 
sitting on undervalued property. Bato re- 
fused to fund a bid for retailer Norman 
Ross but was reportedly overruled after 
Bond visited Hongkong, where Wardley's 
chief executive is Ewan Launder. _ 

Bond's subsequent venture into retail- 
ing, of which he had no experience, has 
not proved rewarding. In February, Wal- 
tons Bond, to cut costs, announced it was 
withdrawing completely from the market 
in Victoria state. It is now locked in a dis- 
pute with staff over union claims of in- 
adequate severence pay. Analysts de- 
scribe the company as financially strap- 

d. There are market rumours of a pend- 
ing A$50 million fund raising. Bond has 
also capitalised on Waltons Bond by sel- 
ling properties, The 1982 extraordinary 
profits were A$20 million. 

Bond is also locked into a costly 20% 
vagi do department-store group Grace 
Bros. Where all this puts Wardley's pre- 
sent exposure to Bond Corp. is debatable, 
though analysts say A$150 million is a con- 
servative estimate. Paying the interest bill 
is income from Bond's-profitable Swan 
Brewery, а purchase which Wardley also 
funded to the tune of about A$130. mil- 
lion. Still, the merchant bank seems in 
danger of relying excessively on one 
client. 

Bond has found himself financially em- 
barrassed twice before, а fact which has 
earned him the reputation of a survivor. 
One analyst who knows. the flamboyant 
former billboard painter personally com- 
mented: “Bondy doesn’t mind paying 
fees. He will give you a slice of the action 
providing he gets the funds.” 

In . December (һе. Nassau-based 
Wardley International Bank provided 
Wardley Australia with а standby facility 
of USSISO million, though this has not 
been used. A source at Wardley said this 
was arranged because of prevailing tight 
money-market conditions in Australia 
rather than because of worries over expo- 
sure to any client. 

Meanwhile, the fallout from Carrian 
continues. A Hongkong bank is suing Car- 
rian chairman George Tan (Intelligence), 
while a Japanese company making soft- 
porn films has been hit by a Carrian con- 
nection. Nikkatsu Corp. announced a loss 
of US$10.5 million from its holding of 4.6 
million Carrian shares bought through a 
swap in 1980. Carrian sold most of its own 
holding in Nikkatsu in July 1982, accord- 
ing to a NikKatsu spokesman. 
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ind Shanghai Banking 
group unaudited profit 
o Dec. 31, 1982, was 

US$356.5 million), лр, 
e HK$2.12 billion earned іп. 
ar, profit growth was 4096. 
antived at after providing 


















ay, tests 
'anies were treated ona 
ed basis. Directors said 
that while the..t g industry would 
continue to face problems during 1983 it 
could look. forward . to improving 
economic conditions, 

The current ecline in oil prices would . 
assist economic recovery in the indus- 
trialised countries and, additionally, 
help reduce or contain inflation. The di- 
rectors consider that profits will con- 
tinue at a "satisfactory" level. 

For 1982 the directors proposeda final 
dividend of 37 HK cents a share making 















a total payout for the year of HK$1.14 |. 


billion (НК$996 million previously), an- 


increase of 14,9%. A one-for-10 bonus |. 


share issue has also been recommended : 
by capitalisation from reserves, of which: 


about half will be charged to the share- |. 


Beating t the упаў: 
The Bangkok Bank, one of the Largest in 
Southeast Asia, posted à handsome: 
‚ Baht 1.19 billion (US$51.5 million) net 
| profit in 2, a substantial 22% increase 
on the previous year. The performance, 
which compared favourably with the 
10.3% profit rise in 1981, is in contrast to 
lower earnings recorded by most other: 
Thai banks owing to the banking Sys- 
tem's excess liquidity. 
A senior executive.of the bank attri- 
buted the improved 1982 profitability to- 
the bank's success in expanding credit. 
Bangkok Bank's lending grew by 20.3% 
in the year, against а 17.9% арртер, 
éredit expansion for the Thai banking 
system. After raising its registered capi- 
^ tal by Baht 1 billion early last yéar, the 
^ Bangkok Bank enhanced its capability 
: Чо expand credit (from a larger capital- 
_ fund base) Several other banks which 
“failed Capital had exhausted 
isk-assets-ratio ‘limits 
‘size of their lending). 
-—f AISAL SRICHARATCHANYA 


ime's profit cut 

, Commodity prices, a 
é logging and construc- 
rid uncertainty about the 





















































premium account and half to the reserve 
fund. If approved, the reserve fund will 






‚ then be restored by a transfer from inner. | . 
reserves. The directors also proposed а 





transfer of HK$200. million . from re- 
tained profits to the reserve fund. They 
said 1983 dividends should at least be 


1095 rise. 


The Hang Seng Bank, 61% owned by | 
"the HSBC, reported a 20% increase in 


net profits to HK$713 million for 1982. 
Its directors proposed. a total dividend 
for 1982 of HK$2. 05 a share, a 25% in- 
crease. over 1981, ànd a one- -for-five 


‘bonus issue. In addition, to mark the 
| bank's 50th anniversary this year, they 


recommended ; extra ca i dividend of 


share lese: 
The : earning 


i i 2 | 
six months to Dec. 31, 1982. Pre-tax in- 
come was 40.596 lower at M$61.2 mil- 
lion, оп turnover of M$1.09 billion 
(M$1.33 billion in July-December 1981), 
but the tax charge was also down, at 
39.7%, compared to 41.7% a year ear- 


lier, After provision of M$9.8 million for | 


minority interests and àn extraordinary 
gain of M$63.7 million — mainly on land 
sales — group attributable profits stood 


at M$90.8 million, an increase of M$54.8 


million, — 


Of the Sime Darby group's major divi- 


sions. Hongkong suffered the most, as a 
lack of political confidence brought 


down sales and reduced pre-tax earnings: 


by 61.2% to M$6.5 million. With the 
rubber crop only marginally profitable, 
income from the 75,000-ha. plantations 
division was 29.9% lower at M$30.3 mil- 
lion, while weak demand for heavy 
equipment from the timber and building 


‘sectors brought down profits in the trac- 


tors division to. M$21.2 million, a fall of 
29.6%. Only the Philippine division 
showed markedly higher profits as cur- 
tailment of tyre imports boosted output. 

Chairman Tun Tan Siew. Sin told 


maintained at the 55 centstotal for 1982, | ( 
which, on the capital as increased by the | su 
share issue, would make an effective 


| producer and among the top gok 





| from the modest net income of P3.5 m 
| lion- in 1981. Atlas chairman Andres 


‘unfavourable export market for m 





nevertheless predicted 
vier over the second 



















Taiping Consblidted, а б 5% 
rubber producer, recorded a pos 


| Pion of МТИ, 000, down M$23,000. 


~~ JEFFREY SE 
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ers, incurred a big net loss of Р 295.4. 
lion (USS$31. 4 million) i in, 1982,a re 














Soriano blamed the loss on the generally 







though an improvement in the Oc 


December quarter helpe 


a profit of P20.7 millio 

in the same three months in 1981, Atl 
suffered a net loss of P73.5 million. 
fourth-quarter turnaround ;:was 
aided by increased production and 
government subsidy which guaranteed 
copper producers.a floor price of 75 US 
cents a Ib. —LEO GONZAGA 


Daewoo declines 


Daewoo Corp., South Korea's large 
listed. company in terms-of assets, sales: 
and profit; showed 1982. net profits of 
Won 36 billion (US$48 million), dowr 











































in “exports of меат chemical 


struction work in Libya. The big fall 


profits was mainly due to а 
billion that resulted from] payme 
from Libya which the comp 
on the European spot marke 
lower profit margin in export | 
share, net income was Won 240, dow; 
from Won 463 the year before. The d 
vidend was Won 50, also down from 
1981's Won 75. um 
For thé current year, the company ex- 
pects a slightly higher profit from. sub- 
stantially higher sales volume in bot 
trading and construction, > 
=LA MI 
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its normal pace as the dust settled after the Battle for San Miguel. Tokyo investors were dis- 
couraged by a report that corporate earnit he current term would be disappointing. 
Kuala Lumpur recovered on the back of rising tin and rubber prices. Australian share prices | — _ AUSTRALIA 


while in New Zealand, the market failed to hita new | -> Aust Alt.Ordinaries! nder i 





ы 
ks 
Misa ih: 


MANILA: Tác market fees to its norma irad: 
ing pace after 
illion (US$4 

B shares wl 

all-time high o 

ue Zobel of Ag Ayala conglofherate; е da : 
still ‚ unnamed, AS об о be Eduardo AUSTRALIA: The growing realisation of a Labor 
ojuangco of the United Coconut-Planters Bank. In | Party victory in the general election, combined with 
e ensuing four trading days, turnover averaged | heightened speculation óf a devaluation (announced 
nly, P6.3 million a day, Р ovements reflected | after,.the period's close), resulted in prices rising 
;erratic metals prices а the prolonged inac- | ‘strongly over the period, with the Australian Ajl-Or- 
tivity on the oil-exploration front. But buying sup- | dinaries Index closing on Mar. 7 at 513. 4, a rise of 
port developed for seldom-traded commercial-indus- | 14.6 points. Earlier jitters about à Labor victory that 
trials such as Sime Darby Tyre and Philippine To- | had kept share prices under pressure softened as the 
“bacco and also. for small, low-priced mines such авы] election campaign clarified the party's position on 
‘Baguio Gold and Itogon-Suyoc: certain issues. Prices of. most shares made strong 


© gains. 
т: The market drifted lower in ih subuued trad» 
ing, failing to follow the buying spree on Wall Street. | NEW ZEALAND: The market failed to hit a new. 
pape that corporate earnings for the current term | all-time High during the leriod though for three days 
d be disappointing cast à cloud over the markét. | it was within striking distance. Fletcher Challenge - 
Other fundamentals, with the notable exception of | went ex-rights and ex-dividend on Mar. 4, ahead of 
i Spocuraging.. Uncertainty | its interim-result announcement’ "on*Mar:*8; to. 
iscouraged investors. | unsettle the market то! 'ntarily. Repco, the. Aus- 
"Profit-taking was’ seen in: errous metals and | tralian automotive- parts т ; 
other: speculatives but blue chips generally held | ket to enlarge its stake in motor parts and'équipment 
eady.. The Nikkei-Dow Jones: Index closed гаї | dealer Andrews and Beaven to 60%. Repco already 
; 8,041.16 on low volume, down 44. 31 points on the. | controls. MSI Corp., another motors parts company: 


















enough for the time being. 
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: period : Western Mining: 3.07 4&4 
ТАРЕ; тһе market soared. to. its highest pointin | wonm S. су 
SINGAPORE: Share prices s ended higher following more than aa year as the average weighted price index il 
‘rong advance on Mar. 4on account of reportsofa | jumped more than 17 points to close: Aver- i 
recovery in the United States economy. Taking off | age volume was NT$1.44 billion (US$36 million), a HONGKONG 
‘ona cautious mood prompted by poor news about | two-year peak. Analysts said the main reason behind 
“the local economy, trading turned decidedly active | the surge was improving economic indicators in the. | Hang Seng index 
‘towards the end-of the period after, consolidating United States, Taiwan’ s biggest export market: by Mart 1,033. 
mid-week, Fraser's Industrial Index closed. at far: | : pen ded 
4,813.86, up 4.4% on the period. Analysts believe -| ‘aan | ue "D маг 4 ‘OBS. 
> that release of corporate results ini the next few weeks |n H ‘The аже recorded . further ad- | Mar? 1,013. 
may dampen sentiment and sizable declines are not vances іп а period that.saw confidence rekindled by | Change on week 70.75 
ruled out. Siam Credit's announcement of a dividend of Baht 10 Man ichange 7C 
: ; | : (43 US cents) per share. The bullish mood was sus- m же 
KUALA LUMPUR: The market limped: wearily i in | tained by anlier favourable earnings announcements Men и аю юе. D 
the first three days but bounced back strongly inthe | by Siam Cement, Jalaprathan Cement and ТЕСТ. | Senses 33000 -84 22 
final two sessions.as gains in tin and rubber prices in- | "The market also drew encouragement from reports Sona Kon ic AE 
spired. renewed buying süpport. Fraser's Industrial { that the United States economy was on the path tore- | crescens 1490 ar 4 
Index edged closer to the 3,000-point mark, closing | covery. Average daily turnover was Baht 29.8 mil- | anv Md об 
32.14 points higher. Turnover was margin. "i e-Book Club Index was up 1.51 points at its ipa CN M 


at 65.2 million shares, a fall of 4. 1 million, and total | of 111.99. 
values dropped slightly as interest switched mainly to i 
lower liners. Volume leader was Duta Consolidated, | SEOUL: Prices declined across the board on profit- 
'riod's front-runner, Taip- taking and the composite index, after staging a slight 
95 М cents to мя. 71 (75 US | rally in mid-period, settled at 122, down 1.5. points 
from the previous period. Market analyst i 
? i the bearish mood to sez 
en i ed lower in what | government's move to control tightly the money sup- 
‘analysts saw atural cor; n after its recent | ply and make intensive tax probes of private enter- 
` cstrong rum. Th (Че - prises. Trading volume fell toa daily average of 8 mil- 
1,013.85, down 7. Average daily turnover | lion issues. The market is expected to turn bullish 
remained brisk’ aU HKSST million (US$38.2 mil- | next month when companies start paying dividends 
lion). Selling pressure was strengthened by wo of | estimated to total about US$133 million. 
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e profit of The Hongkong] Bank Group far the ear a 

tely HK$2,357 million (1981 HK$2,116 million), an crease te Dy 
dat providing for taxation and after making the normal ^. 

3 transfers tói inner т reserves, ош of which provision for changes in the value of assets has been made. 













- To conform with generally accepted international accounting practice the results of major associated 
. companies have been included in the profit on an equity basis. This is a change i in accounting policy 
: from 1981, when the results of these companies were dealt with i in the Group accounts on a dividend 
| Ka ч 





. The Directors intend to recommend to shareholders at the gidüiuy Yea neral Мейір to be held 22 s 
- on 10 May 1983 that a bonus issue of shares be made in the proportion. of ne new share for every ten 
_ shares held on 10 May 1983 by the capitalisation of HK$519,975,857 from reserves, of which 
HK$260,000,000 will be charged to the Share Premium Account. and HK $259, 975,857 to the Reserve 
Fund.. If that recommendation i is. appróved, the Reserve Fund will be restored dud а transfer from inner 
. reserves. o 


The bonus shares will not rank for the reconimenided final dividend but will rank pari даи with 
_ existing shares in all other attic MEE | | 








Prospects for the rest of 1983. 

It is expected that the current d line ces will assist the | economic ‚ recovery in ‘the 
industrialised countries and, additionally, help to reduce or contain their rates of inflation. While the. 
banking industry will continue to face problems it can look forward to improving economic conditions 
during the course of 1983. The Directors. that profits will continue at a satisfactory level and 
are confident of their ability t Somme t least. the same rate of dividend as for 1982, that is 
HIRED, 55 per share on the. increased c capi p proposed, an increase in gisiribution of 10 per cent. 







for the fi final dividend and bonus i issue, all transfers (ассо panied: by the relevant 
be oe with the Registrars not later than 4. ere on. 15 Арш 1983. 
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hen Mr and Mrs Eugene Swear- 

ingen of Tulsa, Oklahoma, landed 
at Honolulu airport on December 17 last 
year, these American senior citizens 
suddenly became Very Important Per- 
sons. Barefoot Hawaii Visitors Bureau 
(HVB) greeters garlanded them with 
floral leis, Hawaii state officials fussed 
over them and Honolulu's jaded media 
men offered rare smiles at the sight of 
the Swearingens and their greeters danc- 
ing a semi-sultry hula in the airport arri- 
val hall. 

Hawaii had good reason to love the 
Swearingens. They had been selected as 
the symbolic joint-4-millionth visitor to 
the state in 1982, For the first time, the 
tourism-dependent state had broken 
through the 4-million barrier. During the 
three years 1979-81 the total annual fig- 
ure for visitors had 
Stayed obstinately on a 
plateau of 3.9 million or 
so. In 1982 a steady 
8.2% growth in arrivals 
meant that the HVB 
had something to cele- 
brate. 

It needed the boos- 
ter. For the arrival of 
Hurricane Iwa the pre- 
vious month had devas- 
tated the state's sun- 
blessed image, апа 
wiped out most of the 
developing Poipu beach 
resort area on the south 
of Kauai island. The 
unseasonal and untime- 
ly hurricane, Hawaii's 
first for two decades, 
also hit the island of 
Oahu, site of state 
capital Honolulu, and 
the American playground of Waikiki. 
Governor George Ariyoshi began an im- 
mediate public-relations onslaught to 
counter the negative media reports. He 
needed to. 

"We're over-dependent on tourism," 
admits Kenneth F. С, Char, president of 
the HVB. The 1982 fourth-quarter re- 
port of the Hawaiian Department of 
Planning and Economic Development's 
research and economic analysis division 
confirms this. “Secondary economic ac- 
tivities in the state such as retailing and 
services (other than hotels) have shown 
no real growth this year," the report 
notes matter-of-factly. 

The value of construction, a former 
growth industry, declined 15-30% in 
1982, depending which base figures were 
used. Unemployment among the state's 
981,000 residents had risen to over 7% 
(low for the United States but high for 
Hawaii). The sugar industry was being 
described tactfully as “consolidating” 
rather than expanding. And the pine- 
apple-canning industry was in trouble, 
unable to compete with the low-labour- 
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cost exports from the Philippines and 
Thailand. (page 96). 

According to a Planning Department 
Statistician, tourism was “the only 
growth area for jobs — apart from de- 
fence.” Tourism produces around a third 
of the US$15 billion gross state product, 
defence (the various military installa- 
tions such as Pearl Harbour) rh, a. Bi 
US$1.5 billion. Ironically, in a state that 
is traditionally a Democratic Party 
stronghold, Hawaii’s two major indus- 
tries were growth areas due to Republi- 
can President Ronald Reagan's policies. 

Deregulation of US airlines had re- 
sulted in a fiercely competitive price-cut- 
ting war on the routes from the main- 
land. That had been the main cause of 
the tourism growth. And Washington's 
increased military spending had allowed 


Tourist's-eye view of Waikiki: the economics are not so sunny. 





Hawaii's bases to expand their civilian 
recruitment. By comparison the sugar 
and pineapple industries, the state's 
third and fourth major income-produc- 
ers, were worryingly insignificant. 
Tumbling world sugar prices had halved 
the industry's 1980 value to US$350 mil- 
lion in 1981. The once-dominant pineap- 
ple kings contributed only US$210 mil- 
lion in export value. 


har emphasised the economic distor- 
tion. "Each Japanese visitor spends 
US$194 a day for an average five-day 
stay. Thus 200,000 Japanese tourists are 
equivalent to the whole pineapple indus- 
try." Luckily for Hawaii, the Japanese 
are still coming to marvel at an Ameri- 
can state whose population contains 
30% with Japanese ancestry (including 
Ariyoshi). Almost 700,000 Japanese 
tourists, a crucial sixth of the annual 
total, get the attention they deserve from 
the HVB’s “Visitor Satisfaction" depart- 
ment. 
They help to fill the state’s 60,000 
hotel bedrooms in a tourism industry 







that provides one out of every three civi- 
lian jobs on the islands. The rest of Asia 
delivers fewer than 200,000 visitors. Ac- 
cording to Char, promotional efforts in 
the Asia market are designed to double 
this figure in five years. 

To help the HVB achieve that objec- 
tive, the state legislature last year voted 
an extra US$250,000 for Asian promo- 
tions, as part of a US$1 million HVB 
budget boost. This did not go far in 
bringing in potential visitors. from 
Taiwan, South Korea, Hongkong and 
Singapore, the four primary target 
areas. But Dennis Nakasato, the state 
House of Representatives' tourism com- 
mittee chairman, is 
cautiously optimistic. 

His committee is try- 
ing to establish an an- 
nual programme of 
ethnic festivals through- 
out the islands “to high- 
light Hawaii's cultural 
diversity." He believes 
it will “help us to build 
up local awareness of 
Hawaiians’ ethnic herit- 
ages,” as well as add- 
ing some excitement 
to a tourists pro- 
gramme. The . state 
that welcomes. honey- 
mooners, bans gambl- 
ing and abhors topless, 
let alone nude, sun- 
bathing needs such new 
excitements. 

Unwelcome tourist 
excitements such as 
muggings and rapes have sent Japanese 
and Canadian arrival figures into a nose- 
dive in past years. Certain parts of Oahu, 
along the Hawaiian-populated western 
coast, are still not recommended tourist- 
tripping destinations. But the state's 
crime figures have improved, as has the 
Honolulu police force's image. Waikiki 
patrolmen now purr almost silently 
through the tourism enclave astride pur- 
pose-designed golf buggies, slowly 
enough to cheerily exchange greetings 
with Waikiki’s extraordinarily polite 
(“Have a nice night”) prostitutes. 

However, Hawaii's tourism efforts will 
not excite Washington. For the state 
ended 1982 as the only one reporting a 
real growth in tourism — Florida was 
down about 16%. (Tennessee was also 
up, but only due to its one-off World 
Fair.) Thus Hawaii gets little support for 
the proposed “visa waiver” bill, which 
would permit visa-free entry to visitors 
from trouble-free tourism sources such 
as Japan and Britain. The bill is still 
awaiting US Congress approval after six 
years. — BARRY GIRLING 
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Product value results from solid 


design, quality parts, precise manufacture 


and the calibre of before and after sales 
support. 

Caterpillar achievements in these 
areas set the standard of value for the 
heavy equipment and diesel/natural gas 
engine industries throughout the world. 
Last year alone, Caterpillar invested 
almost US$350 million in research and 
engineering to make our products more 
reliable, productive, fuel efficient and less 
expensive to maintain. 

And, Caterpillar Dealers in Аза 
provide Кэл ар before and after sale 
customer support services called | 


CAT PLUS, to help Cat 


Caterpdr, Cat and Bare Trademar 
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of Value 


product users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types and sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the field ... we con- 
tinue to [ead it. As producer of the world’s 
most complete line of heavy earthmoving, 
material handling and diesel/natural gas 
engine products, Caterpillar established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 


CANON E.T.W. АР500 





Canon electronic tyoewriters. 
Their most outstanding feature 
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When most people think of electronic type- 
writers they think of convenience. Things like easy 
correction, easy formatting, and automatic func- 
tions designed to eliminate the mechanical as- 
pects of typing. Every Canon electronic typewriter 
has advanced electronic features to do just that. — « 
In fact, we have some convenience features you 
won't find anywhere else. 


But at Canon, we were not content to just 
put some fancy circuits into an ordinary type- 
writer. We set about to combine the automation of 
electronics with a new level of mechanical preci- 
sion. The evidence of our accomplishment is in 
the finished document. For line framing, spacing 
is to within 1/240 of an inch, almost three times 
more precise than conventional typewriters. 
Vertical and horizontal lines meet exactly at the 
corner for perfect framing of charts and columns. 


This kind of accuracy cannot be achieved 
with mere circuitry. It takes attention to the 
smallest mechanical detail, and a willingness to 
use the best materials and designs rather than 
just the easiest. Canon uses an optically con- 
trolled servo motor to govern the carrier move- 
ment rather than just a simple step motor. We use 
a special two-way ratchet to control platen move- 
ment instead of the usual one-way type. And we 
mould our daisy wheel printing element to micron 
tolerances for perfect character alignment. 


All this might seem unnecessary to other 
typewriter makers. For them, a few flashy fea- 
tures might be enough to call a typewriter elec- 
tronic. But at Canon, our respect for the potential 
of electronic precision compelled us to make a 
typewriter worthy of its advanced features. 
AP500 features: e Text storage expandable to 32,000 
characters. € Correction memory of 500 characters for one-touch 
correction. @ Format storage for frequently used tabs, margins and 


page sizes. e Line framing for charts, graphs, etc., @ Automatic 
centering, paper feecing underlining, bold type, numerical columns 








precision for productivity 
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` INTERNATIONAL Short- 
: Feel our jogging track beneath your feet, or relax after еп to 


tennis with a plunge in the pool. Our sports facilities are 
spectacular. And so is our hotel. With every business 
amenity, superb dining, and all the services a traveller 
Chin 
ale 












could desire, backed by Hilton Internationals twenty 
years of experience in Asia and the Pacific. 

For reservations, call your travel agent, any Hilton 
International hotel, or Hilton Reservation Service: In 
Bangkok, call 2523622; in Guam, 646-7912; in Hong 
Kong, 5-233111; in Jakarta, 583051-65; in Kuala Lumpur, 





499199. in Manil TAI. 5 inawa. (09893) 5-3311. ir China remains a mystery to business- 
422122. in Manila, 59 7415; in Okinawa, (09893) 5-3311; in eren Ah aoe уы IE 
Osaka, (06) 341-6801; in Seoul, 778-1351; in Singapore, why they have a difficult time assess- 
7371900; in Taipei, 331-5324; and in Tokyo, (03) 213-4053. ing China's potential as a market 


for their products. 
Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
ae Traders eliminate most of the guess- 
d work in doing business with this 

i ; enigmatic country; and helped boost 
their profit opportunities, 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
A confidential monthly newsletter. 
Exclusive to 
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ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 
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| seems to have been very lightly 
d by the Indian Government. For al- 
| years, Prime Minister Indira Gan- 
-dhi has received repeated warnings about 
: the grave danger of the policy of excessive 

concentration of powerin the hands of the 
© central government. : 


It has been emphasised: time and again: 


that unless a very substantial degree of au- 

tonomy is granted to the state govern- 

ments, particularly i in economic and fiscal 
matters, one day, instead of the demand 

{ог autonomous states, it will degenerate 
into к for Balkanisation. 








Tame sappointed that Derek Davies was 
| ibited by a depth of ignorance" of 
the "Irish problem" in penning his solu- 
r^ toit [Traveller's Tales, REVIEW, Mar. 
. Had Davies indeed travelled obser- 
wantly and reflectively in Ireland (has 
~he?), he would realise that for the vast 
| majority who live there the essentials of 
ife, a 


;,ashe implies. Nor are the consequences of 


. catastrophic political incompetence — 


|; and the ignorance of British politicians — 
so easily shrugged off. 

I.was brought up in Northern Ireland 
but left 10 years ago. [have too often been 
. asked what “the solution" to “the prob- 
Лет” is. Money is not the solution. In- 
_ deed, living outside the place, I do not 
^ have the right to offer an ill-founded solu- 
поп; tainted by i ignorance, Neither, most 

certainly, does Davies. 


: Hongkong SEAN SPENCE 







reflect the attitude of government minis- 

:.ters all over ће world (or at least in the 
Third World). His story reminds me of 
the т very $ 


. affairs of state governments. i 
| | | > Efforts at perpetuating power in ‘her - oo Mat Lee (Hongkong 
‘Pradesh, are а Tbe 
s of the same deep malaise ` 










very difficult to contain it, It may snowball 


| Singapore ` 


{ Islamabad 


| feeling of belonging and a love of 
. the place are not measured by a price tag | 


| las Hurd to secretary of state in Richard 
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Singapore 


, Cheah а Hye, Christopher 


» Excessive: cde interference in thé. ; 
i Gene Gregory ichndlagy 


own family. 

Let us not forget that India is too large a 
political and administrative unit to be 
centrally administered efficiently and ef- 
fectively. The writing on the wall is clear. 
The situation in the eastern states appears 
to be getting out of control. Once the de- 
mand for Balkanisation starts, it will be 
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into a general demand by various other: 
states. The country can ill-afford to ignore 
clear indications at this late stage. The |. 
sooner states are made autonomous, the 
better it will be for the integrity of the 
country. 
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Back in 1960, Pakistan's federal minis- 
ter for health was taken to Warsak hydro- 
electric station near Peshawar. After a 
long walk around апа detailed briefings, 
the minister appeared worried. When 
asked why, he said: "Is this water fit for 
human consumption once you take elec- 
tricity out of it?" 
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Hurd instinct 
Ever. watchful on my British link, I de-. 
tected premature advancement for Doug- 
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Nepal took a major step towards solving its poli- 

tical problems with the May 1980 referendum 

which gave the people's approval to the party- 
1. less panchayat system of government. But 60- 
cial E probiems — such as the rigid caste s 
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Thai MPs reject 
constitutional change 

The Thai Parliament has re- 
jected an army-sponsored con- 
stitutional amendment which 
would have maintained the in- 
fluence of the armed forces in 
parliament's 225-member up- 
per house, the Senate. The 
bill, which had an easy passage 
through two earlier readings, 
failed by 10 votes to attain the 
necessary majority of 264. 

The appointed Senate and 
the 301-member elected House 
of Representatives met in joint 
session as several thousand 
people milled about outside. 
The vote is seen as a setback to 
the army commander-in-chief, 
Gen. Arthit Kamlang-ek, who 
had voiced his strong support 
for the amendment and 
whose supporters had hinted at 
a possible coup if the bill failed 
to go through. 

— A CORRESPONDENT 


Chun commutes two 
death sentences 
South Korean President Chun 
Doo Hwan has evaded a poten- 
tial confrontation with the 
politically active Christian 
community by commuting the 
death sentences on two dissi- 
dents convicted of setting fire 
to the United States Cultural 
Centre in Pusan a year ago to 
life imprisonment (REVIEW, 
Aug. 6, '82). A cabinet deci- 
sion on the fate of Mun Pu Shik 
and Kim Hyon Jang was made 
on March 15, a few days after 
their sentences had been up- 
held by the Supreme Court. 

Cardinal Stephen Kim and 
other Roman Catholic leaders 
had asked the government to 
show leniency. 

— SHIM JAE HOON 


Hawke to form 
ап inner cabinet 


Australian Prime Minister Bob 
Hawke has won a significant 
victory in securing caucus 
agreement to select a 13-per- 
son inner cabinet from his 27- 
member ministry. This inner 
cabinet will be the central po- 
licy body. 

The cabinet consists of 
Hawke; Industrial Relations, 
Ralph Willis; Treasurer, Paul 
Keating; Industry and Com- 
merce, John Button; Re- 
sources, Peter Walsh; Foreign 
Affairs, Bill Hayden; Trade, 





Lionel Bowen; Immigration, 
Stewart West (the only left- 
winger in the inner cabinet); 
Defence, Gordon Scholes; So- 
cial Security, Donald Grimes; 
Education and Youth Affairs, 
Susan Ryan (Labor's only 
woman minister); Attorney- 


General, Gareth Evans, and: 


Special Minister of State, Mick 


Young. — ANNE SUMMERS 
Khmer Rouge scorn 
Hanoi's Cambodia plan 


Although Singapore, Malaysia 
and Indonesia have welcomed 
a Vietnamese suggestion that 
Asean hold informal talks with 
Vietnam and Laos on regional 
security, including the Cam- 
bodia situation, the Khmer 
Rouge have poured scorn on 
the idea as an “old trick." 
Peking, another principal 
party in the search for peace in 
Cambodia, has not commented 
directly on the proposal, but it 
did reproduce the Khmer 
Rouge objection in the official 
Xinhua newsagency, giving 
some indication of its view on 
the matter. — NAYAN CHANDA 


Jakarta shuts down 
а business newspaper 
Jurnal Ekuin, Jakarta's busi- 
ness daily, was banned effec- 
tive from March 14 by National 
Security Chief Adm. Sudomo. 
It is said that the direct cause of 
the ban was the newspaper's 
March 9 story on Indonesia's 
decision to offer its oil at a 
US$4.50 discount, preceding 
Opec's decision on a price cut 
of US$5 a barrel. Other reports 
said that Indonesia had de- 
cided to cut its oil prices re- 
troactive to February 23, but in 
accordance with the expected 
Opec decision. Presumably, 
the Jurnal Ekuin story was a 
great embarrassment for the 
Indonesian Government when 
Opec ministers were meeting. 
— SUSUMU AWANOHARA 


BUSINESS 
accord 
price 


After two months of negotia- 
tions, Opec oil ministers agreed 
in London on March 14 to cut 
US$5 off the organisation's oil 
reference price, taking it down 
to US$29 a barrel, and put а 
ceiling on production of 17.5 
million barrels а дау for this 
year. There was no certainty 
among the ministers or obser- 
vers that the fragile agreement 
would hold. The next im- 
mediate test will be the view on 
pricing taken by North Sea 
companies and reaction to that 
decision by Nigeria. 

— DANIEL NELSON 


Taiwan an 
austere 

Taiwan's cabinet on March 10 
approved an austerity budget 
for fiscal 1984 (beginning July 
1) which calls for expenditure 
to fall 4.3% to NT$323.6 bil- 
lion (US$8.1 billion). There 
would be a revenue shortfall of 
NT$34 billion, up from NT$26 
billion in fiscal 1983, to be co- 
vered by selling NT$25 billion 
worth of bonds and drawing on 
NT$9 billion accumulated from 
past budget surpluses. The 
largest category of outlays is 
for defence and diplomacy, 
totalling NT$135.9 billion or 
42% of the entire budget, fol- 
lowed by infrastructure (17%), 
social welfare (15%) and edu- 
cation, science and culture 
(10%). — ANDREW TANZER 


China presses for 

more yen credits 

Chinese Minister of Foreign 
Economic Relations and Trade 
Chen Muhua pressed the Ja- 
panese Government during her 
February 22-March 4 visit to 
accept China's latest yen credit 
request, but no formal agree- 
ment on the loan was reached 
during her stay. She also stress- 
ed that bilateral trade, which 
slumped in 1982, because of 
China's economic readjust- 
ment, would probably return 
to peak levels, perhaps even 
this. year. 

But she indicated that 
though China intends to im- 
port substantial volumes of 
Japanese machinery апа 
equipment, there will be few 
imports of whole industrial 
plants during China's current 
five-year plan. 


The current yen credit pack- 
age expires in March 1984, and 
in January the Chinese side re- 
quested some US$6 billion 
over five years to fund 12 pro- 
jects. The Japanese side re- 
mained noncommittal, how- 
ever, pending the outcome of 
negotiations. Chinese Vice- 
Premier Yao Yilin is also ex- 
pected to press the issue when 
he visits Japan in April. 

— DALE HONECK 


China and 
start nuclear 
Talks on China's plan to build a 
nuclear power plant in 
Guangdong province began in 
Hongkong on March 14. Tak- 
ing part were officials from 
China's Ministry of Water 
Conservancy апа Electric 
Power, Britain's Department 
of Industry, the Hongkong 
Government and the two 
Hongkong electricity com- 
panies which will help finance 
the project by buying the 
power generated. The plant is 
estimated to cost HK$32.5 bil- 
lion (US$4.91 billion). 

— MARY LEE 
Venture m ia 
venture in 
Occidental Petroleum Corp. of 
the United States announced 
an interim agreement to deve- 
lop a 15-million-tonnes-a-year 
open-cast coal mineat Pingshuo 
in Shanxi province. A feasibil- 
ity-study agreement in 1982 
projected Occidental's invest- 
ment in the Pingshuo mine at 
US$230 million, which would 
make the joint venture by far 
the largest foreign investment 
in China to date. Sources said 
that in future the project may 
be expanded to incorporate 
two additional mines of equiva- 
lent scale. At 45 million tonnes 
a year, the Pingshuo complex 
would be the biggest-produc- 
ing open-cast coal mine in the 
world. 

The mine will be operated by 
Island Creek Coal Co., а 
wholly owned subsidiary of Oc- 
cidental. Reports said Occi- 
dental would share the output 
of the mine equally with China 
until costs are recovered; sub- 
sequently Occidental would re- 
ceive 40% and China 60% of 
total production. Most of the 
coal produced would go by rail 
to the port of Qinhuangdao for 
export to Japan, the Philip- 
pines and Hongkong. 

— ROBERT DELFS 
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| GRAND ишо CARVE-UP - 


1 the GMH fleet will be split 
c ditors of 


-Carrian 


gave Meis 

million on the old fleet. These were 
subsequently indemnified by 

« Carrian. Li now wants to buy back 

the old fleet with his bankers' 

г backing, but these bankers want 


‘| nothing to do with the Carrian- 


. inspired newbuildings. 


THE TANKS ARE COMING... 


China has sent àt least two shiploads 
of arms to Thailand destined for the 


| guerilla forces of the Khmer 


"People's National Liberation Front 
Лей Бу Son Sann and the Moulinaka 


|. faction of Prince Norodom 


Sihanouk. The arms, despatched . 


|. last December, included small arms | 
„апа ammunition, tanks and anti- - 


ank guns. The Cambodian guerillas 








are receiving training from Thai 
instructors and diplomatic sources 
do not rule out the presence of a few 


} Chinese army advisers at camps уу 
along the Thai-Cambodian border: YK 


-OIL AND WATER 


British Petroleum (BP) will be the 


_ first foreign company to be granted 
exploration rights off China's 


southern coast, according to a senior. 
official of the powerful South Sea . 
Branch of the China National. . 
Offshore Oil Corp. BP, however, is. 
publicly cautious about its chances. 


‚А company spokesman in London 


says he believes BP will be one of the 


.first companies to be awarded 


exploration rights but notes that the 
first signing is not expected before 
November. 


NO HERO, NO HEROIN 
Fugitive heroin trafficker Lao Su, 
reportedly killed by Thai Border 
Patrol Police. during a gun battle in 
northern Thailan several w ek 





Communis leaning 


faction. This is believed 
sealed his fate with the La 
may have also been hopin 
Thai authorities. Lao Su’s bod 
apparently arried into Thail а 


TALE OF TWO cmes 
Hanoi city's party chief, Le Уап. 
Luong, and his counterpart in 
Chi Minh City, Nguyen Van Lit 
| have both resigned. Luong will 
reportedly be replaced by his - 
deputy, Tran Quoc Huong; the. 
name of Linh's successor has not: 
been disclosed, but it could be 
Chi Tho, chief of Ho Chi Minh Cit 
people $ committee and younger | 
rother of powerful politburo 
member Le Duc Tho. Mai Chi Th 


himself а central committee 


member, has been as visiblein — 
recent months as Linh has been self- 
effacing. Linh and Luong were 
dropped from the politburo at las 
year's party congress. While age - 


1 may be a factor in Luong’s case, 


Linh's replacement may be an. - 
шалп that his star is waning 





. AFGHANISTAN 
Paris is pressing the Afghan authorities to 
я ease a French doctor, Philippe Au- 
© goyard, who was captured with Afghan rebels 
and sentenced to eight years imprisonment 


"T. for spying, a French Government spokesman 
eo) said (Mar. 14). 


‘AUSTRALIA 
Bob Hawke was sworn in as prime minister. 
, Andrew. Peacock was elected leader of the 
_ Liberal Party (Mar. 11). 


BANGLADESH 
Tribesmen seeking autonomy for their 
“homeland in the southeast attacked a paper- 
mill complex, Killing two people and kidnap- 
ping 10 others, it was reported oul 1 9). 


; “CHINA 
xis. More than 270 people diedina a landslide i in 
Gansu. province, Xinhua. newsagency said 
(Mar. 9). Three East German students en- 
rolled in Peking Languages Institute, dip- 
`- tomatic sources said (Mar. 15). 


INDIA 
‘New. Delhi and Islamabad signed an agree- 
епо. set ирга commission.for economic, 
cooperation. Four 
€ wounded in re- 





(Mar. 10). The non-aligned summit ended. 
Three people were killed and anti-govern- 


ment rioters set fire to government buildings | 


and a road bridge in Assam (Mar. 12). 


INDONESIA 
President Suharto was awarded the title 
Fathet of Development (Mar. 9). 


MALAYSIA 


, Prime Minister Datuk Seri Mahathir 
Mohamad met British Prime Minister Mar- 
garet "Thatcher while on a private visit to Bri- 
tain (Mar. 9). Culture, Sports and Education 
Minister Datuk Mokhtar Hashim, who was 


sentenced to death. for murder, appealed | 


against his conviction and sentence (Mar. 10). 


PAKISTAN 
Ап American was arrested in Karachi on 


„charges of possessing heroin, Associated 


Press. of Pakistan said (Mar. 12). About 95 
people died when an avalanche destroyed the 
village of Phupun in northern Pakistán, a gov- 
ernment spokesman said (Mar. 13). Au- 
thorities ordered two universities in Karachi 
closed: following clashes between. students 
and police (Mar. 14). 


PHILIPPINES 


Cardinal Jaime Sin intervened with immi- | m 
.gration. offici 


on; behalf. of Australian 





Roman. Catholic priest Brian Gore, church 
sources said (Mar. 9). Sin asked, President 
Ferdinand Marcos to release all.political pri- 
soners and proposed the- creation of à council 


| including church leaders to advise the govern 


ment on how to deal with insurgency (Mar. 


12). 


‚ SOUTH KOREA 


Security authorities arrested two South Ko-- 
teans on charges of spying for the North оп. 
United States... military... installations, 
officials said (Mar. 11). Sudan. Pr 
dent Gaafar Nimeiri arrived оп an, official 
visit (Mar. 14). President Chun Doo Hwan 
commuted death sentences of two students. 
convicted of setting fire to the American С 
tural Centre іп Pusan, а presidenta spok 
mag said (Mar. 15) 


: TAIWAN 


A. Japanese. woman was expelled irom ; 
Taiwan after being found guilty of plotting to` 
overthrow the government, the Taiwan Gar- 
rison Command said (Mar. 14). 


THAILAND 
Hundreds of people staged a protest in 


Bangkok agai proposals to amend the con- + 


urteen people joined 
h 
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By Salamat Ali 


— . New Delhi: The focus of the non-aligned 


movement has shifted yet again, highlight- 
ing economic rather than political issues. 
And, as the focus moves, so the mood has 
changed from the strident militancy wit- 
_nessed in 1979 in Havana, to realism and 
moderation. 
The middle road has long been the 
route chosen by the non-aligned. This ap- 
roach fitted in well with the stance of the 
ost to the more than 100 delegations, In- 
dian Prime Minister Indira Gandhi. *You 
know the Indian propensity for middle 
positions -on most of the contentious 
global issues," said one United Nations 
Observer in a comment on the conclave, 
which gathered at the Vigyan Bhavan 
from March 7-12. 
A realistic appraisal of the need for sup- 
port from the United States and other 
Western countries as well as institutions 
which the radicals in the movement 
wanted to attack dictated the fresh ap- 
proach. The change was similar to that ef- 
fected by the movement at its Algiers sum- 
ті 10 years аро. 
Although Singapore Deputy Prime 
Minister S. Rajaratnam tended to be 


= somewhat abrasive in his treatment of 


Soviet sympathisers and also found his 
Malaysian and Indonesian allies distanc- 
ing themselves slightly from his rigid posi- 
tions, he made a valid point when he told 
the summit: “We must cease pretending 
that the movement is brimming over with 
vitality and purposefulness and face up 
boldly to certain developments which pre- 


sage disaster, but from which we avert our 


gaze lest we give offence to others. Once a 
movement fuels itself with self-delusions, 


 itisa terminal case.” 


Rajaratnam was referring to the views 


... of the non-aligned majority — largely un- 
articulated in New Delhi — particularly 


on economic issues. There was near 
unanimity on the applying of political 
pressure for global economic negotiations 
covering a vast range of issues from the 
industrialised countries’ monetary and fis- 
cal policies through debt liability to shar- 
ply falling commodity prices. There was 
also a realisation that these problems 

. could not be resolved by the use of slogans. 
Apart from the divergent approaches to 
economic questions found among its 
members, another basic weakness of the 
non-aligned movement is the sharp con- 


trast between the ethical values preached 


at its meetings and the unenviable records 
of many of its members. Comprising more 
than 50 military dictatorships, about a 
dozen communist regimes and a much 
larger number of autocracies of various 
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.. The non-aligned movement turns away from militancy 


- Practise, don't 
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hues, the movement has less than a dozen 
members which follow liberal, democratic 
traditions and show a genuine sensitivity 
to moral values in international affairs. 

Increasing its numbers from 25 at the 
first summit in Belgrade, the movement 
has come to mean all things to all men. 
The discussion of political issues ranging 
from Latin America to Africa to Asia 
underlined the difference between 
preaching and practice. Almost all the 
trouble spots mentioned were in the non- 
aligned world. 

This seventh summit, like similar 
gatherings in the past, was loud and clear 
on issues which did not impinge on the 
positions of any of its members. On the 





Rajaratnam: ‘stop pretending.’ 


rest, it was highly evasive. Allegations 
that there were superpower conspiracies 
aimed at destabilising Third World coun- 
tries, that the superpowers support dissi- 
dents in the Third World and that they 
wasted a colossal amount of resources on 
nuclear and conventional arms, and main- 
tained economic policies aimed at prom- 
oting their immediate national interests 
were aired again and evoked righteous in- 
dignation. However, Rajaratnam was 
alone in pointing out that in 1981, the 
Third World spent US$81 billion on 
weapons, 


0: the other hand, the exchange of 
charges of intervention, aggression and 
the pursuit of selfish economic policies — 
as exemplified by the crippling effect of oil 


‘prices on the economies of some Third 


World nations — was restricted to the de- 
liberations of the economic and political 
committees which were held behind closed 


"DA UNES 


preach 


doors. It was not pointed out, for exam- 
ple, that one of the pressing problems of 
many non-aligned countries was the suspi- 
cion of the intentions of their immediate 
neighbours. : 

South Korea is not a member of the 
movement and the North Koreans pro- 
fited from this, working successfully for 
the inclusion of the Korean question in the 
declaration; India had ignored the Korean 
question in the original draft, drawn up by 
the host country. Despite the efforts of 
some African states — including the 
former Portuguese colonies of Mozam- 
bique and Angola — the situation of East 
Timor, which was absorbed by Indonesia 
in 1976, did not figure in the declaration 
because Indonesia blocked consensus on 
the issue. 

The summit steered a traditionally non- 
aligned middle course on Cambodia. This 
country's situation had preoccupied pre- 
paratory sessions which had been divided 
over whether to fill or leave vacant Cam- 
bodia's seat at the summit. After much of 
four working days had been given over to 
the controversy, it was decided that 
neither the Democratic Kampuchea coali- 
tion nor the Vietnam-backed government 
in Phnom Penh would fill the seat 
(REVIEW, Mar. 17). 

The section of the declaration dealing 
with Cambodia bore a very close re- 
semblance to that issued by the non- 
aligned foreign ministers after their meet- 
ing in New Delhi in 1981. It expressed 
"grave concern over the continuing con- 
flicts and tensions" in Southeast Asia and 
warned that there is *a real danger of the 
tensions in and around Kampuchea es- 
calating over a wider area." 

It said that there is an urgent need to de- 
escalate these tensions through “а com- 
prehensive political solution which would 
provide for the withdrawal of all foreign 
forces, thus ensuring full respect for the 
sovereignty, independence and territorial 
integrity of all states in the region, includ- 
ing Kampuchea." The declaration af- 
firmed the right of the Cambodian people 
to determine their own destiny free from 
foreign interference, subversion and coer- 
cion, and expressed the hope that 
"through a process of negotiations and 
mutual understanding" a climate condu- 
cive to the exercise of that right would be 
created. 

There were echoes of the foreign minis- 
ters’ meeting of two years ago also in the 
declaration's reference to Afghanistan. 
The summit reiterated the urgent call for a 
political settlement on the basis of the 
withdrawal of foreign troops. The ap- 
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proach to these two major issues illus- 
trates how the non-aligned movement is 
obliged to consider widely differing views. 
Vietnam and three Asean members — In- 
donesia, Malaysia and Singapore — de- 
fended their positions on Cambodia in 
New Delhi, while both Afghanistan and 
Pakistan put their views on Afghanistan. 

Informal contacts made during the sum- 
mit could prove useful. For example, 
Pakistani President Zia-ul Haq and Af- 
ghan Premier Ali Keshtman met UN Sec- 
retary-General Javier Perez de Cuellar. 
De Cuellar understandably had little to 
say about the contacts, since his Afghanis- 
tan troubleshooter, Diego Cordovez, is 
due to hold a second round of proximity 
talks in Geneva in April. 


alaysian Foreign Minister Tan Sri 

Ghazali Shafie achieved a surprising 
breakthrough in his lobby talks with his 
Vietnamese counterpart, Nguyen Co 
Thach, on March 9. Thach's public post- 
ure, however, remained unchanged: he 
told a press conference on March 11 that 
negotiations with Asean, proposed fol- 
lowing the Indochinese summit in Vien- 
tiane in February (REVIEW, Mar. 10), 
would have to include Phnom Penh. 

Ghazali told the REVIEW in an inter- 
view in the early hours of March 12 that 
Thach's public and private postures were 
totally different. Ghazali said that, in their 
discussions, Thach had initially insisted 
upon bilateral talks and had then 
suggested a round of negotiations with 
Asean, but insisted that the government in 
Phnom Penh be included. Finding that 
talks would not be possible if the adminis- 
tration of Heng Samrin was present, 
Thach agreed — according to Ghazali — 
to negotiations without the Samrin group. 
The Malaysian minister passed on these 
remarks to the other Asean members. 

Although Thach refused to concede any 
changes in Vietnam's stand, Ghazali in- 
sisted to the REVIEW that the understand- 
ing was there and that Asean's foreign 
ministers or officials would meet in 
Bangkok on March 23 to work out an 
agreed format for negotiation with the 

letnamese. 

Although these developments on Cam- 
bodia could be seen as encouraging, the 
summiteering failed totally when it came 
to the Iran-Iraq war. Despite hard work at 
all levels the summit was deadlocked in its 
final stages over how the declaration 
should refer to the conflict. In the end the 
statement merely took note of the non- 

igned movement's unsuccessful efforts 
to bring about an end to the war through 
mediation and applauded this effort. 
Another hurdle was Iraq's insistence on 
hosting the next summit (Baghdad had 
originally been the site chosen for this 
summit) and in the event the choice of 
venue was left to the foreign ministers due 
to meet in 1985. Also bidding to host the 
next summit are Libya, North Korea and 
Nigeria. 
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You scratch our back ... 


Summit participants link economic recovery 
in the developed countries to Third World recovery 


By Mohan Ram 

New Delhi: Meeting here on March 7-12 
under the shadow of the world economic 
crisis, the seventh non-aligned summit 
tried to get across to the industrialised 
countries of the North the message that its 
recovery depended on the South's survi- 
val. The non-aligned movement seeks a 
new international economic order 
through global negotiations within the 
framework of the United Nations. 

The movement's immediate strategy, 
outlined at the summit, is to mount pres- 
sure for starting the negotiations and to 
urge immediate action in critical problem 
areas such as debt, trade, food and 
energy. But the summit also revealed dif- 
ferences among participating countries of 
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Cuba's Fidel Castro: the radical approach. 


the South which could limit the effective- 
ness of the movement as a platform for 
negotiations with the developed coun- 
tries. 

Summit participants easily agreed with 
host India's position that structural im- 
balances and inequalities in the present 
world economic system have been impor- 
tant causes of the current economic crisis, 
which has had particularly grave conse- 
quences for developing countries by wip- 
ing out their achievements and jeopardis- 
ing growth. But differences arose which 
related to the timing of the long-sought 
global negotiations. Some wanted a 
strongly worded demand for immediate 
negotiations while others pushed for im- 
mediate measures to ease their present 
economic hardship, without waiting for 
negotiations. 

India was among those which thought 
that separating these two steps would give 
the developed countries an excuse to post- 





pone the immediate measures sought. Ina 
compromise, suggested by Sri Lanka, 
Algeria, Pakistan and the Latin American 
countries, the two steps were linked, with 
immediate measures as well as global 
negotiations to be sought by the non- 
aligned countries. 

The non-aligned countries trace their 
major problems to the inadequacy of the 
Bretton Woods system which, these coun- 
tries say, denies developing countries an 
adequate say in decision-making. Wide 
and erratic fluctuations in exchange rates, 
excessive dependence on a few reserve 
currencies, inadequate international 
liquidity vis-a-vis the growing volume of 
trade and inadequate resources of interna- 
tional financial institutions are weaknes- 
ses in the system the movement seeks to 
eliminate. 


"EB hese problems, in the view of the de- 
veloping countries, have forced someof 
them to seek private bank credits, causing 
them to accumulate high-interest, short- 
term debt and precipitating a crisis. The 
total debt of developing countries is 
US$540 billion. The debt burden grew due 
to the loss of foreign-exchange resources 
on three counts: during the past two years 
export earnings dropped by US$150 bil- 
lion due to a decline in commodity prices; 
the cost of debt-servicing rose by US$37 
billion to US$106 billion, mainly due to a 
rise in interest rates, and private bank 
lending to developing countries fell by 
US$25 billion annually. 

The balance-of-payments deficit of 
these countries totalled US$62 billion in 
1982 and is expected to rise this year. АП 
this has forced many developing countries 
to defer loan payments and seek debt re- 
scheduling. But rescheduling has been 
made difficult by new conditions and re- 
strictions imposed by lending institutions. 

The summit has called for a long-term 
solution to the debt crisis through creation 
of an equitable international monetary 
system, through a growth-oriented struc- 
tural adjustment of the global financial 
system, and through the developed coun- 
tries giving developing countries more say 
in the existing system. The movement 
seeks a global conference to secure these 
measures, but such a conference, it said, 
should not be regarded as a pre-condition 
for launching global negotiations. It 
would, instead, become an integral part of 
the negotiations when they are launched. 

As for immediate action on the debt 
question, Cuba suggested outright repudi- 
ation of developing countries' debt. That 
suggestion had few takers. Some Latin 
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countries wanted to declare 


een, a repa moratorium, and other d 


countries wanted relief measures. 

The World Bank has a six-point strategy 
to help developing countries through the 
crisis, which it hopes will end in two years. 
An additional US$2 billion is to be made 
available to these countries during the 
two-year period, but many developing 
countries think this is inadequate. 


pie the summit Pakistan suggested a 
new rescheduling facility within the 
International Monetary Fund. Under the 
scheme, Commercial banks would provide 
funds for the facility, while the IMF would 
sell gold and issue new special drawing 
rights. All short-term loans would be con- 
verted into long-term loans. 

But the summit did not accept this pro- 
posal. Instead it wants a restructuring of 
the debt burden to provide for an orderly 
international response to the debt crisis. It 
also wants conversion into grants of all of- 
ficial bilateral development-assistance 
loans to the least-developed countries. 

The summit also urged the IMF to in- 
crease its quotas to provide much-needed 
liquidity, replenish its trust fund and 
review immediately the conditions under 
which loans are given, and to initiate a 
more liberal compensatory financial facil- 
ity. The summit participants also want the 
World Bank to expand its current lending 
programme. 

As for trade, the non-aligned countries 
seek easier access to markets and prefe- 
rential treatment, and they oppose trade 
restrictions and protectionist measures. 
Summit participants want developed 
countries to increase imports from de- 
veloping countries and speed up commod- 
ity agreements. 

The Opec decision to sell oil on a prior- 
ity basis to developing countries and its 
offer of assistance funds were welcomed by 
the.summit. But it was clear that with the 
Opec countries facing their own crisis, its 
non-aligned members were not enthusias- 
tic about a proposal for a Third World 
development bank funded in part by Opec 
money to be withdrawn from Western 
banks. The summit shelved the move. 

The summit's. economic declaration is 
an amorphous document, covering sub- 
jects as diverse as women and develop- 
ment, and problems of disaster-prone or 
landlocked countries. But its brief refer- 
ence to Antarctica, the result of a Malay- 
sian initiative, is perhaps significant. The 
summit wants Antarctica to be used for 
peaceful purposes and for the benefit of 
the whole of mankind. This is in line with 
the stand taken by India which, though 
not a signatory to the 1959 Antarctica Tre- 
aty, has established a presence there to 
make the point that Antarctica should be- 
long to all countries. 

Summit participants asked India to 
invite a group of non-aligned government 
leaders to hold discussions with other 
world leaders on the substance of the New 
Delhi declaration. Algeria has suggested 
that a committee of foreign ministers 
should visit developed countries on a simi- 
lar mission. 
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Little progress 


All talk, n o action ud 


to have been made so far 
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at talks in Moscow on Sino-Soviet normalisation 


By Mary Wisniewski 

Moscow: Although a new leader has 
taken command in the Kremlin since Sino- 
Soviet political consultations resumed last 
October, the second round of discussions 
now under way here apparently is pro- 
ceeding at the same slow pace under Yuri 
Andropov as the first round did under the 
late Leonid Brezhnev. 

The October talks in Peking ended after 
six sessions with no apparent break- 
through on any major issues, though there 
has been progress in separate talks on 
trade (page 80). The only agreement on 
the diplomatic side appears to have been 
the decision to continue to meet. Now, 
twice a week, the two delegations sit down 
together at the ornate old Tolstoy House, 


Andropov: no change of pace. 





a Soviet Foreign Ministry facility in cen- 
tral Moscow where high-level talks are 
often conducted. 

The Soviet side is maintaining its usual 
official silence about the progress of the 
talks. The Chinese, however, have let 
their disappointment show. A week after 
the discussions resumed, the official 
Xinhua newsagency, in a commentary, ac- 
cused the Soviets of side-stepping three 
major issues which, in the Chinese view, 
constitute the main obstacles to normali- 
sation of relations. 

The Chinese define the three stumbling 
blocks as the Soviet-supported Vietnam- 
ese military presence in Cambodia; the 
continuing Soviet occupation of Afghanis- 
tan, and the large concentration of Soviet 
troops in Mongolia along the Chinese bor- 
der. Xinhua said the Soviets refuse to dis- 
cuss these issues because they involve 
third parties. Diplomatic observers here 
see no signs yet that the two sides are any 
nearer agreement in these areas. 

A flurry of optimism about better Mos- 
cow-Peking relations followed the leader- 
ship change in the Kremlin. The then 


Chinese foreign minister, Huang Hua, 
spent 90 minutes talking with Soviet 
Foreign Minister Andrei Gromyko im- 
mediately after Brezhnev's funeral in 
November. Both sides left the meeting ex- 
pressing optimism about the round of con- 
sultations now under way. 

A month later the Chinese extended 
what observers saw as surprisingly warm 
congratulations to the Soviet leadership 
on the 60th anniversary of the Soviet 
Union. The Chinese message called on 
both sides — not only the Soviets, as be- 
fore — to “adopt practical actions for the 
removal of obstacles by means of consul- 
tations and applying joint efforts to the 
realisation of this goal." Peking, however, 
did not send a delegation to take part in 
the anniversary celebrations. 


ut within days of that anniversary, the 

Chinese used another to criticise the 
Soviet regime. A People's Daily editorial, 
marking the third anniversary of the 
Soviet invasion of Afghanistan, repeated 
the Chinese contention that the invasion 
represented a serious threat to China and 
was part of Moscow's "strategy for world 
domination." Three years ago, the 
Chinese broke off an initial round of nor- 
malisation talks when the Soviets moved 
their forces into Afghanistan, and the 
meetings did not resume until last Oc- 
tober. 

Immediately after the 60th anniversary 
celebrations, Gromyko wrote in Kom- 
munist magazine that China had shown it- 
self to be especially willing to improve re- 
lations. *We note a positive response on 
the part of the People's Republic of China 
lately to this approach of ours," Gromyko 
wrote. 

Some observers foresaw token troop re- 
ductions along the lengthy Sino-Soviet 
border. The editor of the Soviet com- 
munist party daily Pravda, Viktor 
Afanasyev, told Japanese journalists in 
Moscow shortly after Andropov's selec- 
tion as party chief that the two countries 
might withdraw some border troops. “It is 
possible that the two sides might promise 
each other a reduction of military forces in 
border areas,” he said. 

The rhetoric — sometimes accusatory, 
sometimes optimistic — continued during 
the four-month break in the consultations. 
And the mood as the discussions started 
again on March 1 was guardedly optimis- 
tic. But the only indication of the tone of 
the latest reund — the Xinhua dispatch ac- 
cusing the Soviets of stalling on the major 
issues — is not heartening. Observers ex- 
pect the Sino-Soviet courtship to continue 
at a sedate pace, and some analysts 
foresee nothing more than a broadly 
worded agreement in the end. u 
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Severiano Ballesteros takes the rough 
with the smooth. Just like his Rolex. 


It seems odd that the 
ambition of one of the great- 
est golfers in the world, is to 
be a better golfer. 

Seve Ballesteros, the 
youngest-ever winner of the 
British Openthis century; the 
youngest-ever winner of the 
American Masters; and win- 
ner of countless international 
tournaments, has time on his 
side, however. VW 

He thinks of nothing but MESI 
golf. In every tournament, § 
he thinks of nothing but the 
course. 

And on every course, he § 
thinks of nothing but the hole. 
"If I lose concentration, I lose 
the hole.” 

Since Seve was nine 
years old, practising clandestine golf strokes 
after hours on his home Pedrena golf course, 
sheer mental stamina has driven him to the top. 

And enormous physical strength is what 
drives him out of the rough whenever his swash- 
buckling approach to the game takes him there. 
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Before a recent American 

tournament, he announced 
that he would try for eagles — 
two under раг at every hole. 
When advised that this would 
mean a lot of sixes and 
sevens, he replied "Sure . . . 
but many threes and they are 
B very пісе” 
? It is obviously no coinci- 
dence that Seve Ballesteros 
wears a watch which matches 
9 perfectly his precision-like 
personality and his never- 
ending quest for superiority. 
A Rolex Oyster Day-Date. 
Self-winding with day and date 
display. 

“Its a very strong watch,” 
he says. "Very very tough. 
No water or sand can get in at 
all. I may have good days and bad days but this 
watch only has good days. And you know what? 
Every time I take a swing I’m winding it up. 

“Its the perfect watch for те” 

The unpredictable Ballesteros. W 
And his entirely predictable Rolex. ROLEX 


of Geneva 








Pictured: The Rolex Day-Date Chronometer. Available in 18ct. gold, with matching bracelet. 
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Sheraton Hotels 


WHERE STYLE SURROUNDS YOU 


















No matter how far you travel, you'll be pleased 
to discover something refreshingly familiar: the 
Sheraton name. Around the world, it means 
dependable quality, unsurpassed service and the 
best amenities. That's Sheraton’s style. 

In Seoul, our style surrounds you in a 24-hour 
casino and a magnificent theater-restaurant at the 
Sheraton Walker Hill. At the New Otani, it's a 
private, peaceful garden atmosphere in the heart of 
Tokyo. At the Sheraton-Hong Kong, it's 922 
completely renovated and redecorated rooms and 








The New Otani in Tokyo: А beautiful view of classic, 400-year-old gardens. 





suites. And at the Lai Lai Sheraton Hotel Taipei, 
it’s accommodations of unparalleled luxury in 
Taiwan's largest hotel. 

For business travelers, staying with Sheraton 
means staying in touch with home and the world 
via 24-hour telex, news wires and newspapers 
fresh off the press. In central locations, close to 
major airports and business districts, we provide 
superior meeting facilities— complete with 
secretarial and translation services. For everyone, 
we've got pools, shops, tour assistance, top-flight 


SEOUL • TOKYO • HONG KONG e TAIPEI e MANILA e BANGKOK e SINGAPORE 





















always surrounds you with distinctive style. And 


@ SEOUL soon we'll have two new hotels—in Brisbane (1984) 
^, and a second hotel in Singapore (1985). 
TOKYO When you stay with Sheraton, you know 
а а зем " you're staying with the best. 
сен NH For reservations at any of the more than 430 
ONES Sheraton Hotels worldwide, call your Travel 
BANGKOK ®@ ° Agent or call Sheraton at: 
e Hong Kong 3-723-3535 Manila 50-60-41 
er Vw 8 '"Tokyo264-4270 ^ Bangkok 233-5160 
Osaka 314-1019 Sydney 231-6677 
koe “ome ga os _ BRISBANE Seoul 442-8211 Australia toll-free 
(1984) Singapore 235-4941 008-222229 
e Auckland 793-509 
AUCKLAND 
entertainment, PERTH 1 е. 
the finest in food *' SYDNEY SO POENA 
and drink at a superb 
variety of restaurants, and fe ©) 
some of the most comfortable accommodations "ыш 


you've ever had the good fortune to come back to. 


© 
In twelve hotels throughout Southeast Asia, the 
Orient, Australia and New Zealand, Sheraton Sheraton Hotels 





The Sheraton Walker Hill in Seoul: An elegant encounter with chance at the Crystal Room Casino. 


e BRUNEI e PERTH èe SYDNEY • BRISBANE e AUCKLAND • ROTORUA, N.Z. 


"| never gamble at the table? 
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nttal message: Suharto Sees 
the 1983-88 term as his last, a fact that may 


explain why he has recently been so eager | 


to éstablish the inviolability of the five- 


point Paricasilà state ideology and the ` 


1945 constitution, two legacies of 1945 to 
"^ which Suharto is deeply committed. 

^. "At his swearing-in on the last day of the 
MPR «session, Suharto’ told “members: 
“The war of independence was the open- 
ing phase of the historic task of the '45 
Generation. The next five-year period, 
1983-88, will be the last phase of the 
rounding up and completion of this his- 








of this ’45 Generation." Many took this as 
an indication that Suharto intends to quit 
after five years. 

` In the same speech, Süharto described 
аз a major achievement the MPR's resolu- 
tion to make Pancasila — which comprises. 


belief ‘in God, the sovereignty of the | 


‚ people, national unity, social justice and 
> humanity — the sole political principle for 
1 all social-political organisations. With this 


resolution; Suharto maintained, “we will 


have abandoned all the conflicts, suspi- 
cions and divisions which were parts of our 
bitter experience in the past” and, there- 
fore; the succeeding generation would no 
longer need to шее these ко: 





sion ‘ot the People’s Consultative па 
; Suharto is re-installed as s president 


' casila and the. 


gs. which were 
gly smooth, seemed to | 


of the "45 Generation: I am part : 





Another. concrete action taken by the 


МРК was to introduce a referendum sys- 
| tem for constitutional amendments with | 
| the explicit aim of making even more dif- 


ficult the amending process. - 
Basic agreement is emerging that Pan- 














teeing national unity 
thing which still can- 

granted. But it is feared 
t Suharto has. been. pushing 


Pancasila faster than some groups are able 





to accept. Once the government i 
to translate the idea of Pancasila 
sole: political p inciple into specific laws, 
disagreements will arise, the theory goes. 
“But the MPR session this time avoided 
discussing specifics, a fact’ contributing to 
the mellowness of the: session. Some 











- foreign press observers said the calm was 


due toʻa pre-arrangement of the session’s 
outcome down to the smallest detail; with 
the general session serving only as a rub- 
ber stamp. Local media focused on ábsent 
or sleeping members and comments by 
many MPR members that all they seemed 
to bé doing was acclaiming motions. Un- 
like the 1978 general session, there were 
neither walkouts nor even vote-taking. 


poss of all five participating political 
factions reacted strongly to such criti- 
cism. In a typical response, a pro-govern- 
ment newspaper said in an editorial that 
thé success of the general session reflected 
the long and arduous committee work 
which preceded it and in which the fac- 
tions had "fought fiercely" for their con- 
stituents. “It turned out that the fierce de- 
bates ended in unaniniity because each 
side . . . gave room to the principle of give 
and take," the editorial said. 














onstitution are indeed ` 












system aim iat t 





and at providing 
political model, giving form toa so:call 
Pancasila- democracy. Some: observe 
speculated that government supporter 
feared a comparison with the provision 
MPR sessions under the late preside: 
Sukarno, in which he appeared to reig 
supreme over squabbling factions, 
But the observers were agreed that it i 
misleading to consider the general sess 
in isolation. The gathering was the си 
nation of a long process which began: 
fore last year’s general election: and: 
which the ruling alliance between th 
leading political grouping; ‘Golkar; 
the armed forces, Abri, attempted to 
support of other groups on basic polici 
experts say. 
In the economic area, critics о 
kar-Abri alliance have" demanded 
some effect the more equitable distri 
tion of wealth and national. sel 
ciency, but broadly accept the allian 
policies. The alliance was also adept 
blaming external factors for the counti 
wotsening economic difficulties and 
emphasising employment creation ahea 
of its critics. 
In the political field, the critics" call was 
for greater participation and.relaxatiór 
controls, demands which were eas 
muzzle through co-option: since man 
these critics were not genuine 
libertarian - contentions, the obse 

















































































The role of religi 
the key ideological «isu | he 
Golkar- Abri alliance m ge toy 
entice a 


























ims: who opp 
that Fane sil is the sole. 


| gion in politics, shave 


the formal political’s 
otherwise silenced. : 

The smoothness of the MPR sessio 
flected such Golkar-Abri dominance 
this is not to say the alliance has created 
starkly oppressive and unresponsive 
tical system. If there is no great 
thusiasm for the system, there is at lez 
public acquiescence, experts say. 

There is also a grudging acknowledg: 
ment that what Indonesians call cara kerja 
tentera. or the military way of doing 
things, works. It is remembeted, perha 
with some exaggeration, that the civilia 
and politicians, left to themselves, cow 
not get their act together, which allowed 
thé military to play a progressively i impor- 
tant political role. 

On whether the radical Muslims would: ; 
pose a threat to the Golkar-Abri leader- : 
ship, one prominent analyst says he isnot 
worried. This is because -these Muslims 
tend to be the rural elite and are not likely 
to tie up with and mobilise those urban. 
and rural poor who may feel themselves t 
be сосн by the system. =. 
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Red faces in Tokyo 


A Soviet defector's book on KGB operations in Japan may 
implicate prominent Japanese politicians and journalists 


By Hikaru Kerns 

Tokyo: Looming over Japanese politics is 
a staggering assertion that Soviet KGB in- 
telligence operatives in Tokyo developed 
in the late 1970s a network of more than 
200 Japanese agents, among them several 
MPs and prominent local journalists. The 
list of people named as agents by Stanislav 
Levchenko, a former KGB major who 
worked under cover as a journalist in 
Japan from 1975 to 1979 and later de- 
fected to the United States, is still 
shrouded in secrecy. 

But what has been publicly revealed of 
Levchenko's story — which the Japanese 
Government accepts as true — has led to 
accusations against specific people and 
has cast a long shadow over the future of 
the individuals and organisations impli- 
cated. 

After defecting in 1979, Levchenko 
briefed the CIA on Soviet operations in 
Japan. In July 1982, he appeared before a 
closed session of the US House of Repre- 
sentatives' permanent select committee 
on intelligence. In previously prepared 
testimony to the committee, part of which 
was released last December and appears 
to be a heavily edited English-language 
version of what Levchenko had earlier re- 
vealed to the CIA, the former spy said: 
"Japan is considered by the KGB to be the 
easiest country in which to run active- 
measures operations." 

He also testified that about half the 
roughly 300 members of the Soviet colony 
in Tokyo — including diplomats, jour- 
nalists and trade experts — were KGB 
men or GRU military intelligence offi- 
cers. Besides the Japanese agents recruited 
by the KGB, Levchenko referred to “as- 
sets," who were also used to implement 
Soviet directives. 

Although Levchenko did not identify 
anyone by name in the released tes- 
timony, some of his descriptions were spe- 
cific enough for the alleged agents to be 
readily identified in the public's imagina- 
tion. “Among the most effective agents,” 
Levchenko said, “[was] a former member 
of the cabinet of ministers, head of a 
major parliamentary organisation." 

In the 1970s this MP, Levchenko al- 
leged, “under instructions of the Tokyo 
residency [KGB], organised a parliamen- 
tary association for Japanese-Soviet co- 
operation,” and received from the KGB 
substantial amounts of money to run the 
organisation, thought to be the Japan- 
Soviet Parliamentary Friendship League, 
and publish its magazine, the Nisso 
Girenpo. This association eventually had 
as members about 500 MPs from both 
houses of parliament, the former Soviet 
spy said. 

Levchenko also asserted that the KGB 
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had been effective in controlling the politi- 
cal platform of Japan’s major opposition 
party, the Japan Socialist Party (JSP). 
More than 10 high-ranking JSP leaders 
were recruited by the KGB as agents of in- 
fluence, Levchenko said. Certain JSP 
members and factions received funds indi- 
rectly from the Soviet Union by way of so- 
called “friendly trading companies,” 
whereby the companies made secret 
agreements with the Soviets to funnel 
some profits to JSP members designated 
by the KGB, the defector said. 

By contrast the Japan Communist Party 
was financially self-sufficient, he said, 
though the KGB supported one small 
splinter group by cash payments. Lev- 
chenko said he also witnessed KGB cash 





payments to a messenger from the Com- 
munist Party of the Philippines. 

Another KGB-recruited agent, the 
former intelligence operative said, was a 
"close confidant of the owner of a major 
Japanese newspaper with a daily circula- 
tion of more than 3 million copies," which 
published in the 1970s one of the most suc- 
cessful KGB disinformation forgeries, the 
so-called will of the late Chinese premier 
Zhou Enlai. In an introduction to the pub- 
lished portion of Levchenko's testimony 
to the US House of Representatives intel- 
ligence committee, Martin Portman of the 
CIA's operations directorate apparently 
refers to the same journalist, calling him а 
"deputy editor of a prestigious conserva- 
tive newspaper in Japan" which regularly 
published “anti-Chinese material." But 
Portman describes the journalist as an 
"asset," not an "agent." 

The lack of names, the scarcity of de- 
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tails and frustrating ambiguities in tes- 
timony — such as that between "agent" 
and "asset" — have put the situation in 
limbo. No one has been adjudged a Soviet 
agent: all those suspected, based on the 
released testimony, vigorously deny being 
recruited by the KGB. But there are indi- 
cations that many surprising names may 
surface if Levchenko is allowed to fill in 
the details. 

In February, the head of a politically in- 
fluential department of the Yomiuri Shim- 
bun daily revealed that he had often met 
Levchenko and that Levchenko had told 
him of his status as a KGB officer well be- 
fore he defected. This journalist denies 
that he was an agent for Levchenko, but 
told the REVIEW of his anxiety that he may 
be named. 

Levchenko is expected to reveal more 
facts, including names, in a book he is 
writing for publication by May this year. 
But it is still not certain whether he will be 
permitted to disclose the full list of alleged 
agents and assets since this depends on 
CIA approval. Publication of names 
would also require proof of allegations 
made in the book to avoid libel suits. 

One libel suit has already developed. 
The Asahi Shimbun and one of its edito- 
rial advisers filed a complaint in the Tokyo 
public prosecutor's office against the 
magazine Shukan Shincho, claiming it car- 
ried false allegations in its December 23- 
30 issue. An article in this issue, the com- 
plaint charges, impugned the honour of 
the Asahi Shimbun and the editorial ad- 
viser by connecting them with KGB ac- 
tivities through the use of falsehoods and 
groundless assertions. The article gener- 
ated details beyond the scope of Lev- 
chenko's testimony. 


hohei Yokogawa, chairman of the 

Japan-Soviet Trade Association, a 
group apparently referred to by Levchen- 
ko, told the REVIEW that his organisation 
is not a conduit of funds from the Soviet 
Union to the JSP. “The tax office has been 
a nuisance and came to audit us,” Yoko- 
gawa said, “and they discovered no ir- 
regularities.” Yokogawa said his organisa- 
tion and its affiliated trading companies 
have no relationship with the JSP, except 
that he himself — in a private capacity — 
is a former JSP MP. 

He said the JSP has little power in the 
country and that it makes no sense for the 
KGB to concentrate on the socialists in- 
stead of the conservatives. He said the 56 
companies affiliated with the association 
are mostly small enterprises and that the 
members had aggregate sales of ¥230 mil- 
lion (US$975,000) іп 1982, or less than 1% 
of total Japan-Soviet trade in the same 
period. 

Meanwhile, Japanese politics carries on 
almost as usual, giving little indication 
that Levchenko's full-disclosure threat 
hangs over some of its important partici- 
pants and organisations. In the absence of 
à published list of names, speculation has 
included a wide range of people, including 
those associated with the Right. 

The threat weighs more heavily on the 
JSP than on the ruling Liberal Democratic 
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Party (LDP). LDP MP Hajime Ishii ag- 
gressively attacked the JSP in the Diet, or 
parliament, making reference to the large 
number of JSP MPs mentioned by Lev- 
chenko. The JSP stance has been to dis- 
credit Levchenko's credibility, calling him 
a spy and a traitor. 

It is believed that at least some of the 
names on the Levchenko list have already 
been passed along by the US to selected 
Japanese officials. A high-ranking Japan- 
ese official has stated categorically that 
the name of one controversial figure, 
Ichiro Nakagawa, the parliamentarian 
who took his own life in January, is not on 
the list, which suggests the official has 
seen a list of names. The LDP will proba- 
bly not be able to avoid some entangle- 
ment in the Levchenko affair, however, 
because the Soviet defector was explicit 
about a former cabinet minister being re- 
cruited as an agent. 

When Levchenko's testimony was re- 
leased in December it evoked keen in- 
terest and concern in Japan, but this was 
mixed with persistent and deep-rooted 
scepticism. An influential segment of the 
Japanese press doubted the veracity of 
Levchenko's charges. There were ques- 


Washington in December that he took the 
initiative in approaching Japanese con- 
tacts so that they would not contravene Ja- 
panese law. Generally, Japanese laws 
governing espionage are more lax than 
those of other countries, though the LDP 
would like to strengthen them. 
Levchenko's so-called active-measures 
group belonged to the political intelli- 
gence unit of the KGB in Tokyo, which is 
"quite a large outfit," Levchenko said. 
Sometimes their directives were simply to 
float certain ideas or false information 
among Japanese politicians. In addition, 
the former spy said, there was a CI (exter- 
nal counter-intelligence) group and a 
"very large" S and T (scientific and 
technological intelligence) organisation. 
Some agents were paid ¥40,000-2 million, 
Levchenko has told the press. The Japan- 
ese Government will need to distinguish 
between those Japanese who knowingly 
and deliberately aided KGB operations 
and those who unwittingly cooperated. 


highly placed source said that in 1954 
Yuri Rastvorov, a Soviet intelligence 
agent, defected in Japan and submitted a 
list of 5-600 names to the authorities. The 





Soviet military attache watches military exercise, 1978: an unusual interest. 


tions about Levchenko's motives — that 
he may have been pushed by the CIA into 
giving disinformation against the Soviets, 
or that he was exaggerating to promote his 
book. 

A Soviet journalist and a prominent Ja- 
panese journalist told the REVIEW that 
Levchenko was mentally deranged. Lev- 
chenko was also roundly criticised for 
playing with a loose definition of “agent.” 

But a Japanese official speaking for the 
government acknowledged the accuracy 
of the Levchenko testimony. Levchenko 
was “earmarked” by the Japanese police 
during his stay, the official said, and it 
came as no surprise to the government 
when he defected and declared himself a 
KGB officer. Levchenko's activities were 
legal since he was only engaged in gather- 
ing political information, the official said, 
which is not a crime in Japan. 

Levchenko told a press conference in 
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Japanese Government could only charge 
four of them with espionage, but it was be- 
lieved that another 30-40 people on the list 
knowingly cooperated with Soviet intelli- 
gence, the source said, adding that the 
1954 affair may be analogous to the pre- 
sent one. 

In an unusual development, which 
many have linked to Levchenko's tes- 
timony, four leading Soviet Tokyo corres- 
pondents left together for Moscow on 
January 20. Among them were Yuri Tav- 
roski, 33, Levchenko's successor as the 
Soviet New Times correspondent. The 
others represented the Soviet party news- 
paper Pravda, and the newsagencies 
Novosti and Tass. The group was accom- 
panied by then first secretary Sergei Kha- 
rin of the Soviet Embassy. It was said that 
such a mass recall heralded a major ad- 
justment or shift in strategy. 

Levchenko's activities for the KGB dur- 





ing his Tokyo tour reflect general Soviet 
policy towards Japan, Tokyo officials be- 
lieve. In earlier interviews, officials have 
said the cardinal Soviet objectives in 
northeast Asia were to split Japan from 
the US and China, and to draw it into 
closer economic cooperation with the 
Soviet Union. Levchenko said the major 
objectives of KGB active-measures oper- 
ations in Japan were: 

» To prevent further political and mili- 
tary cooperation between Japan and the 
US. 

» To provoke distrust between Japan 
and the US. 

» To inhibit closer relations between 
Japan and China, especially in the politi- 
cal and economic fields. 

» To prevent formation of an anti- 
Soviet triangle of Washington, Peking and 
Tokyo. 

» To create a new pro-Soviet lobby 
among prominent Japanese politicians, 
first in the LDP and then in the JSP. 

» To persuade the Japanese Govern- 
ment, via high-ranking agents of influ- 
ence, to broaden economic ties with the 
Soviet Union. 

» To organise the movement for sign- 
ing a Japanese-Soviet friendship treaty. 

» To penetrate the main opposition 
parties, especially the JSP, and to influ- 
ence their political platforms to prevent 
LDP dominance. 

» To discourage opposition parties 
from creating a coalition government. 

» To maintain a high level of activity in 
implementing Operation Koryak, which 
involved military and political measures 
intended to discourage the Japanese Gov- 
ernment from disputing Soviet control of 
four islands of the Kuril chain formerly 
controlled by Japan. 

It is difficult to predict the impact of 
Levchenko's revelations on Japanese af- 
fairs. The full list of names and details sup- 
porting the former Soviet agent's allega- 
tions may not be published for legal 
reasons, or some of them might be with- 
held for political or tactical purposes. 

Assuming that disclosure of some of the 
names does not include major LDP fig- 
ures, as appears likely, the damage will be 
absorbed mostly by the JSP, because of 
Levchenko's claim that the KGB control- 
led its political platform. The socialists in- 
dignantly deny this, but if Levchenko's 
book appears just before this year's ex- 
pected general election, by coincidence or 
not, the LDP may have a formidable issue 
to outweigh its own albatrosses of the 
Lockheed bribery trial, the sluggish econ- 
omy and low wage increases. 

But one comment often made by sea- 
soned political observers in connection 
with the Levchenko disclosures is that the 
Japanese people forget easily and that 
even acts of criminality by political leaders 
do not have the catastrophic effect on 
their stature they would in other coun- 
tries. Unless the Japanese Government 
successfully proves charges of espionage 
against suspects in court and jails them, 
there may be fewer long-term effects on 
Japanese politics than might be expect- 
ed. 
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It’s not the size of the fie 


66 Тһе world has huge re- 
sources. The tropics have more 
arable land than the actual 
cultivated area in the rest of 
the globe — 1.8 billion hectares, 
or 4.5 billion acres. But how 
can we make use of these re- 
sources? 

First we must decide which areas 
we can best cultivate. Kemira is ready 
to help with soil surveys. We also 
have 60 years’ experience in the field 
of choosing the right kind of seed. 
Finally, fertilization and plant protec- 
tion are needed ~ and here Kemira is 
one of the world’s leading fertilizer pro- 
ducers and a pioneer in protection 
research. 

That’s why Kemira can find the 
best compound of basic and auxiliary 
fertilizers for every type of soil and 
plant. 99 




























JOHAN KORKMAN, RESEARCHER, 
KEMIRA FERTILIZER DIVISION 


NEW FERTILIZING METHOD 
Kemira is taking part in an FAO 
trial project in East Africa. Our RHD 
work has made possible a new meth- 
od, which we are now experimenting 
with — placement fertilizing. The 
fertilizer is placed straight under the 
furrow, where it can best feed the 
eventual root systems. 

The results are promising. Nor- 
mal fertilizing adds 5096 to the crop. 
Placement fertilizing adds another 
10-30% more in a dry climate. 

This method also works well 
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in the very different. сог diti 


ficiency in basic foodstuffs W 
| fertilizers, such a situation woul 
| impossible. | 


| = THISISKEMIRA - 

Й Kemira is a Finnish multi-pr 

| chemical company and one о 

| world's leading manufacturers of 

tilizers. We want to do more th: 
just sell our products: we wan 

/solve our customers’ problems 

Kemira has specialist knowh« 

| in the important branches of t 

B chemical industry. We develop pri 
ucts that improve the output o 
food and other basic human n 

| But we are not too large. 

ignore problems of a smaller s 

| Kemira uses the chemical indus 

to solve our customers’ problems 

What is your problem? 


Kemira Oy, Fertilizer Division: fertili 
pesticides. Industrial. Chemicals Div 

| industrial and specialty chemicals. S 
equipment. Säteri: viscose fibres. Умот 
kemia: titanium dioxide. Vihtavuori: ex 
plosives. Technical Exports: complete 
jects. Turnover 1981: USS 750 mi 
Personnel: 6,800. For further informati 
please write to our Director-General: Mr 
Yrjö Pessi, Kemira Oy, Malminkatu 30, 
fe 00100 HELSINKI 10, Finland. 
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р: the most divisive issue in Ја- 
MM panese politics, has been thrust to the 
top of the national agenda, with Japan's 
“neighbours from Jakarta to Kamchatka 
reacting with everything from uneasiness 
-to outrage. In Washington, simpler souls 
ire convinced that Japan once again, after: 
more than 20 years, has a leader eager to 
o “all the way with the USA." The author 
of this flurry of developments, Prime 
» Minister Yasuhiro Nakasone, has cer- 
_ tainly been doing a lot of talking in barely 
га dozen weeks in office. If words could 
kill, East Asia would already be a smoking 
«tuin, with an ominous escalation in verbal 
"exchanges between Japanese officials and 
Soviet journalists, all too suggestive of 
w the real thing might go. -~ 

. „First, in an interview in Washington, 
-Nakasone said that Japan and the United 
Státes "shared a common destiny" with 
Japan's role that of "an 'unsinkable aircraft 
carrier equipped with a tremendous bul- 
wark of defence against the infiltration of 
the [Soviet] Backfire bomber," and that in 
^an emergency Japan should have “сот, 
‘plete and full control of the four straits 
that go through the Japanese islands so 
that there should be no passage of Soviet 
bmarines and othér naval activities." 
"There was, predictably, uproarin Japan 
when the prime minister's remarks. were 
published, followed by an ugly threat from 
the superpower in question. Nakasone, 
said the Soviet newsagency Tass, was try- 
. ing to “increase Japan's military role in the 
Far East to drag it into American plans for 
aggression," and could suffer retaliation 
^on the pattern of Hiroshima and 
Nagasaki. “It could mean for Japan an 
| even worse national tragedy than the one 
it suffered 37 years ago." 

Nakasone’s remarks in Washington 
(which he at first denied then, when a 
tape-recording was produced, confirmed) 
clearly touched а raw Soviet nerve, and it 
is easy to diagnose. There are, in geo- 
aphical fact, not four straits going 


эму two. Nakasone later said he meant 
three, those of Soya, Tsugaru and 
Tsushima. Of these, Soya runs between 
Hokkaido, the northernmost Japanese is- 
land, and Sakhalin island, which is Soviet- 
held, while Tsushima separates Japan and 
South Korea. Both are therefore outside 
Ше Japanese home islands, and they are 
also the only all-weather approaches by 
ѕеа to the main Soviet base in East Asia, 
Vladivostok. Nakasone therefore seemed 
to be threatening the Soviet Union with 


blockade, which is an act of war in itself,- 


and one the Soviets have reason to fear. 
The Soviet Union has many strategic 


weaknesses, and by far the most severe is ji 


the distance between its ir 


Europe and the large forces it maintains in |: 
East Asia, which cán only be reliably sup- 
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ment of Yuri Andropo 


hrough the Japanese home islands, but; 









plied with heavy equipment by sea. The 
strategy of Nato in Europei 
of Soviet ships and submarines from the 
Black, Baltic and White в 


Nakasone арреаге 








cutting the Soviet Uni p! 
some atrocious roads and the Trans-Sibe- 
tian Railway, easily e 


supplies and Japanese seapower have. al- 
ieady cost the Russians one memorable: 


military disaster in East Asia, in the war of 


1905, and they do not seem eager to risk. 


another. 


Hence their coünter-thi&ati is суеп тоге. 
ominous. Blockade is nasty, but itis still a. |. 
“of recriminations about who fired the iret 

F rifleorrocket. i : 
g notice (if we сап. 
wsagency) that the 
' Soviets will.answer attempts to bottle up ` 


conventional weapon, as. old, in fact, as 

war itself. To this Tass thréatened a nu- 
clear reply, thus: 
believe the Soviet: 










their navy with a massive nuclear attack 


on Japan's crowded and undefended . 
his is the first time | 





cities. If they mean it, 
the Soviets have publicly threatened a 


non-nuclear neighbour m nuclear - re-. 


prisal. I 
Read any way, these. are е und btedly 
fighting words.’ Do, they indicate a. real 
change in Japanese defence polii 
Soviet media, and pres ably the 








the subject.. “Japane: 
cently, been a 
Union as thought i gv 
enemy country" charged Tass, in th 
broadside. Japan ha 
into *a virtual member of Nato," which 
“increases the danger of thermo nuclear 
conflict in Asia and t 











chimed in. 


В һоте Кош Washington, Naka- 


sone at first said that his remarks ` 
about the straits and the unsinkable air-. 


craft carrier were not a departure from 


Japan's long-standing policies, which have | · 
been strictly confined to defending the in- 


tegrity of the Japanese home islands them- 
selves against à conventional, | rubber- 
boats-up-the-beaches invasion. 
Nakasone said, did he n Тү the Soviet 






have to Dus the straits to айас 


A few days later the fast-talking J oe 5 
;where; to rubi inthe hintifi it wasa hint, the 


ese prime minister had changed his posi- 


tion. cer he told a. socialist. Qin 


in. ‘response to the dp o ó 
forces. The communist bloc, Бе sai 


block exit’ 










e | serve to deter the Soviet Union from Es 
j ing war, he argued. — 


‘Shortage of | 


decades been careful to observe 





. small surface warships, few landi 



















been transformed: 


Pacific Ocean" Iz=; 
vestia, the Soviet government пеерарог: | 


змее 
` defensive, 
Not, | 





Sowing the seeds of suspicion 


‚ cally believes in power, and must be dealt = 
‘with from the standpoint of“ 


ce of 







and deterrence. ? Ја 





, The principle of deterrence’ is, as the Jas 


`рапеѕе press has been quick to pointout,a 
prickly one, and lies at the heart оЃеуегу 
arms гасе in history. Preparing to defend 
oneself is one thing, a right practised by 
every nation on earth. Preparing to meet 


attack with counter-attack, or aggression . 


with counter-aggression is a different pro- 
“cess, all too apt to escalate until the war 


sought to be avoided breaks out in a flurry 


The twò approaches. can, with conven- 


tional weapons at any rate, be fairly reli- 
ably. distinguished by. the: scale and nature 


of the warlike preparations. Japan has for 






tinction, < procuring; for instan 


relatively short-range combat aircraft and | 
no capacity for inflight or at-sea refuel- 
ling ds Tesal has been Targely ns disárm 


apane 
ase of. eu 6. s% over last y 
barely enough to keep pace with inflation, 


And still under:1% of gross national pro- 
duct. Japanistill has no bomber fleets ; am- 
;phibious forces or-missile batteries capa- 


ble of attacking anyone, let alone: nuclear 


| weapons, and. the Макаѕопе administra- 


tion hag | promised not to raise taxes or go 
deeper into debt. There. have, however, 
lopment: which might well have 





“sown suspicion in “aleeady*hypersensitive 


Soviet minds. 

The Japanese | Maritime: Self-Defence 
Force, which has one of: the ‘best mine- 
apabilities in the world (purely 
and therefore no problem) 
have announced extensive mine-laying 
exercises north of Kyushu, on.the Pacific 
side. They have to lay them fitst to sweep 






| them, of course, but: 


_» The self-defence forces last year con- 
ducted combined air-sea-land resupply 


“| exercises.on Tsushima Island. ft is Japan- 
| ese territory, so why not? It also happens 
sete te and whi 









would have to be 
б ; the i 


tsar’s fleet. was destroyed i in 1905. 
> Japanese Government. has just 
rt call by the USS 


powered: and pre- 
daire aft carrier, to 













Sasebo, across the Sea of Japan from Vla- 

divostok. Sasebo.is the base from which 

the old Imperial: Japanese Navy used to 

bottle up the same strait, making the Sea 

of Japan, as the wits said, *the emperor's 
bathtub." No such visit has been made by 

 anuclear-powered American ship for 15 
years. Visits by the carrier USS Carl Vin- 
son and the recycled battleship USS New 
Jersey are planned. 

Permission has been given for the ex- 
port of Japanese military technology to 
the US, breaching the long-established Ja- 
panese principle of not exporting weapons 
or parts which could be incorporated into 
weapons. (A great fuss was raised during 
the Vietnam war, for instance, when it 
was merely: suspected that the TV 
monitors . in ^ American: smart 
bombs were made by Sony.) The 
items now sought, it was reported, 
were large-scale integrated circuit 
chips, and'a type of paint contain- 
ing iron; used in Japan for the in- 
side of microwave ovens, which the 
US Air Force wants to try as a 
radar-absorbing surface for its 
proposed Stealth bomber. 

‘Both of these oe can be read: 











Tokyo, and ie quit) of paint 
required, it was said, was two gal- 
lons, hardly enough fora successful | 
strike against Masto . Thenit was — 





ment of weapons, 
v ble manufacture in Japan 

subject under discussion. Like the 
others, this plan is ambiguous: 
. either someone thinks (а: arms 
made in Japan would save Uncle 
Sam some money, a thought not 
likely to appeal to American man- 
ufacturers in the same line, or more 
pressure is being applied to Mos- 
cow, in the form of a veiled threat 
to add Japanese productive power 
to the list of deterrents being steadily as- 
sembled in East Asia. 

» A plan to station two squadrons, 48 
aircraft, of USAF F16 fighter-bombers at 
Misawa, in northern Honshu, over the 
next. four years has been. announced: 
г What аге they: for? These. aircraft can 


< carry nuclear. weapons, as these. days 


practically anything with wings can. But 
their. purpose might be. no. more than to 
carry out the general obligation to defend 
Japan which the-US has assumed under 
their mutual security treaty. 

; Later, however, a Japanese Defence 
Agency spokesman told a committee of 
the Diet that the.idea was to attack bases 
in the Soviet Union. Which bases? The 
nearest are those on southern Sakhalin is- 
land, which would need to be knocked out 
if Japan and/or.the US were to block the 
Soya Strait. And in Washington, Tidal W. 
McCoy, USAF assistant secretary, told an 
equivalent US committee that Japan was 
expected to pay: олыны of the cost of 


нонда, 1808. 











‘the Misawd installations — some US$275 


million. The aim; said McCoy, was in- 
creased military ability in an emergency in 
the Pacific, and to counter “the Soviet 
threat." 

In à nuclear age talk of blocking straits 
sounds charmingly old-fashioned, if not 
anachronistic, especially as the Soviets 
have just tested a 12-headed nuclear mis- 
sile with a range of 8,300 kms, submarine- 
launched, which can be fired at the US 
from е sea of Okhotsk without passing a 
single strait. This might, however, be only 
a first exchange. Current American 
strategic thinking calls for a military force 
capable of defeating the Soviet Union, 
either in conventional or nuclear war, if 





BEVIEWMAP by Frank Tam 


deterrence fails — a sort of post-deterrent 
deterrent — and the Soviet Union no 
doubt has plans to avoid just such a defeat. 
Possession of the Japanese islands, or 
what would be left of them, might well be 
crucial in such a fight to the finish. 


| T: possibility that Japan and its allies 


might one day seek to block the straits 
was foreseen, curiously enough, by Joe 
Stalin. When President Franklin D. 
Roosevelt's emissary, Averell Harriman, 
visited Moscow in December 1944 to find 
out the Soviets’ price for entering the war 
against Japan, Stalin, according to Harri- 
man, “went into the next room and brought 
out a map. He said that the Kuril Islands 
and lower Sakhalin controlled the approa- 
ches to Vladivostok, that we considered 
that the Soviets were entitled to protec- 
tion for their communications to this im- 
portant port, and:that-all outlets to the 
Pacific were now blocked by the enemy.” 
Stalin was promised the islands if he en- 








' threat to Japan. Itis, of course, 


































his booty in the hect 
Hiroshima and qe | 


Japanese fora century, severi bé 
anyone else, have no eco 
tance to the Soviet Union and à 
to fish-fancying Japanese, wh 
to catch fish and gather seas eed 
them after making private deals 1 
strong garrisons the Soviet hav 
lished there. ` 

Nakasone, in a message on № 
Territories Day, spoke of the “patient 
lomacy” that would be necessary to 
cover the islands. Almost. inv the 
breath; he pointed to the Soviet 
the. disputed islands as-proof. 


the Soviets have seldom given.an 
back, as the size of their empire testific 
but there have been some cases.-— in : 
1950s they gave up the occupation of / 
stria, and returned the port of Porkka 
Finland, though they kept the. Vipuur 
Peninsula, which covers the: approaches 
Leningrad. 
In both cases there was a price to 
neutrality for. Austria, “Finlandisati 
for the Finns. While American force: 
main in Japan there is not much hope 
the Japanese getting their islands. b; 
Now, with the threat. of bloc 
straits, there would seem to be no: 
if and when the Americans were to le 
What are we and, more important; 
are the Soviets, to make of the develo 
ments? For decades, the Japanese Sel 
Defence Forces have theoretically Бе 
preparing to resist a conventional ir 
sion, one of the least likely threats on ап 
one's. horizon, and/or an uprising. by J 
panese dissidents, even more unlike 
Meanwhile, Japan's i id men 
women have in fact been busy clearing | 
after typhoons, giving lessons to schoo 
children in kendo and judo, building snow 
statues for the Sapporo Festival and get 
erally winning the hearts and minds of ti 
Japanese people, to the point wh 
majority of Japanese now accept. the 
existence and: one occasionally sees un 
forms — a rare sight even.a decade ар 
Japan has thus been psychologically Fi 
landised, or close to it; and while: 
are individually not very popular inJ ipa 
their money is acceptable. In fact, a lar 
delegation of 220 Japanese businessmen 
headed by Shigeo Nagano, president of - 
the Japan Chamber of Commerce, is- 
scheduled to visit Moscow in search: of. 
orders. | 
Meanwhile, Japan has supposedly been 
sheltering | under an American “nuclear. 
umbrella," a highly theoretical American 
willingness to risk US cities in a Japanese - 
interest, and in practice a Japanese hope 
not confined to Japan, that-the upe 
powers will conduct their nuclear 
manship somewhere else. This may 




























eaper and less provocative. However, 





nam, and the absence of two American 
aircraft carriers normally in the Pacific on 
business in the Arabian. Sea changed 
the long-standing balance in the seas. 
around Japan, and set the Japanese de- 
fence planners a-tremble. 


apan’s defence. posture thus began to 
hange even in the time of former prime 
minister Zenko Suzuki, when most of the 
new pattern was already beginning to 
emerge. Suzuki, however, as an exponent 
of Japanese-style “harmony,” or trying to 
please everyone at once, failed to spell the 
changes out — except in elliptical and self- 
contradictory pronouncements which sim- 
ply gave him a reputation for not knowing 
what he was talking about. ^^ ^ 
In political styles, Nakasone is exactly 
е opposite, and proud of it. He is the 
first post-war Japanese prime minister to 
have seen active service during. World 
ar IL, and the first to have previously 
been defence minister. He talks naturally 
in military metaphors, and the phrases 
about “common destiny" and *unsinkable 
aircraft carriers" are straight from Japan- 
ese wartime jargon, greatly annoying Ja- 
panese old enough to remember and re- 
lent Japan's fatal adventure. 
Nakasone sees himself, in fact, as artiv- 
g just in the nick of time to fulfil Japan's 
destiny: "In times of relative stability the 
Japanese] people have generally chosen 
leaders strong in consensus-formation 
skills and having the ability to mediate op- 
posing views, while in times of violent up- 
heaval and transformation. they . have 
selected prescient leaders with clear vi- 
sion, initiators given to bold decisions," he 
rites in My Life in Politics, adding that 
he is regarded as belonging to the “second 
f. these two admittedly . simplified 
categories." 
Certainly, Naksone's abrasive, crash- 
through style issomething new in post-war 
apanese politics. Talking tough with a 
uclear-armed superpower certainly takes 
nerve, especially as the immediate need is 
not altogether clear, and Japan, by univer- 
'sal military opinion, has nothing like the 
‘means: needed to back up these threats. 
nd, while both Nakasone and US Secret- 
ary of State George Shultz, on Shultz’ 
visit to Tokyo, specifically denied that US- 
Japanese trade problems have апу con- 
hection with the new attitude on defence, 
the trade friction is still there, and Japan's 
US$18 billion surplus in-1982 could. be 
"even bigger this year and next. Japan 
could thus be caught between an ар- 
grieved superpower close to home and an 
indifferent one, under à less hawkish pre- 


to bold decisions" were mo: 
dictators —a type Japan сап we 
out. v cd E 
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§ anyone else's, and a lot | 


simultaneous presence of Soviet sur- | 
се warships operating from ports in Viet- | 








By Ted Morello Sau зз 
New York: Amid a new тойп of the de- 
bate over so-called yellow rain, the United 
Nations has taken the first step towards es- 
tablishing a permanent mechanism to in- 
vestigate and report оп biological and 
chemical warfare allegations. Representa- 
tives of the world: organisations 157 
member governments have received a re- 
quest from the UN secretariat for nomina- 
tions of experts and laboratories qualified 
to conduct such inquiries. 

Meanwhile, the Soviet Union has 
reopened the yellow-rain controversy by 
issuing a document scoffing at.charges by 


| the United Státes that Moscow is responsi- 
| ble for biochemical attacksin Afghanistan. 
and Indochina. The Soviet move was a re- | 


buttal of charges contained in a report sent 
to Moscow. by US Secretary of State 
George Shultz (Review, Dec. 10). 

The Soviet rebuttal, submitted to UN 
Secretary-General Javier Perez de Cuellar 
under the signature of Soviet UN Ambas- 
sador Oleg Troyanovsky, purported to be 


*a critique prepared by experts from the. | 
have used mycotoxins in Indochina and 


competent Soviet organisations," Neither 
the experts nor the organisations were 
identified. The Soviet paper rejected 


| Shultz’ accusations of Soviet complicity in 


biochemical attacks as “completely un- 
founded” allegations intended to distract 
attention from “Washington’s plans for a 
large-scale build-up of chemical arsenals” 
and its “refusal to ‘continue negotiations 
with the USSR on the prohibition of 
chemical weapons." 


Heavy sarcasm was employed in the 


Soviet critique. Recalling that the Shultz 


| report referred to hand grenades loaded 


with mycotoxins (fungi-produced 
poisons), it said: “One must .be.totally ig- 
norant in matters relating to chemical 
weapons or must have a complete: disre- 
gard for elementary соттоп sense to cite 
such data in official documents." At 
another point; it observed that the US re- 
port "invented а fantastic’ method of 
pumping ‘yellow’ gas from an armoured 
vehicle into underground · waterways 
through a hose" in Afghanistan. "One 
wonders,” the critique asked, “how a ‘wit- 
ness’ can distinguish the colour of the gas 
through a hose." d 

And noting that the Shultz paper 
quoted an airport official in. Kandahar, 
Afghanistan, as having seen: containers 
packed with three types of «chemical 
agents, the Soviet communique scoffed: 
“It is a mystery how this man could tell 
from. the outside of the containers that 
they contained three specific types of toxic 
agents and was able. to describe the 
symptoms they produced." 

The critique levelled: its heaviest per- 


sonal attack at’ Dr H: В. Schiefer, 
‚ Canada's leading authority on mycotox- 














ht the need fora 
are charges | 















































ins, who headed a Canadian mission to 
Thailand last year to investigate reports of 
yellow rain attacks (REVIEW, July 23). In 
an. attempt to discredit his: report, it as- 
serted that Schiefer had been in Thailand 
for only “а short time" and that his visit 
was not devoted to serious research. In- 
stead, he spent his: time’ lecturing at 
Chulalongkorn and. Kasetsart universities 
and. distributing. a booklet and various 
questionnaires on yellow rain, the crit» 
que said, adding: "Probably the aim of 
those who sent Dr Schiefer to Thailand 
was to train the*victims' and ‘witnesses’. to 


_ give false testimony of better quality." 


It is understood that the Canadian Gov- 
ernment, which had submitted the 
Schiefer report to the UN, was angered by 
the Soviet attack on him and was prepar- 
ing a rebuttal. 


E London, The Observer newspaper 
reported on March 6 that Australian and 
British scientists believe evidence has 
‘been faked to make it look like the Soviets 


Afghanistan. In the case of Southeast 


- Asia, yellow rain could be pollen that oc- 
‘curs naturally in the region's rain forests, 


the paper said. No' explanations were of- 

fered in the report to counter allegations of 

chemical weapons use in Afghanistan. - 
The Observer's report said that experts 


"from the defence establishments of Bri- 
tain^and Australia had found no toxic 


chemicals — only pollen — in samples 
found in Indochina. 

In part, the reorganisation of the UN's 
investigative procedures is aimed at cut- 
ting through the US-Soviet tangle of prop- 
aganda and getting to the facts. The first 
step will бе to select an impartial panel of 


| about six members to devise procedures 


for carrying out future investigations of 


· biochemical-warfare allegations.’ 


. There is а strong possibility that this 
working group will be headed by Maj.- 


„Сеп: Esmat Ezz, chief of the Egyptian 


armed forces’ scientific-research section, 
who led the now-disbanded UN team of 
experts on missions to Thailand and Pakis- 
tan — the closest they were able to get to 
the alleged yellow-rain attack sites in In- 
dochina and Afghanistan; The six are ex- 
pected to hold their first meeting at UN 
headquarters here by May. ~ 
Simultaneously, the UN Secretariat will 
draw on the nominees submitted by gov- 
ernments.to build ирга roster of experts 
whose ‘services, the General Assembly 
mandate said “could be made available on 
short notice" for field investigations. The 
secretariat also. will compile a list of. in- 
stitutions equipped to conduct laboratory 
tests of any evidence the investigators 
might tura up. m 
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and the industries that matter to you. 

People with specialist knowledge of 
finance, foreign currencies, local regulations 
and export arrangements. 


TOTAL CO-ORDINATION. 

It's a team that's drawn 
from a network spread over 
more than eighty countries, 









including all the world's key financial and 
business centres. Barclays has the people on the 
ground to give you unbeatable co-ordination 
in even the most complex deals. 

Altogether, it's a package that gives you the 
"ТТТ support you need to get your 


Reda dé deal off the ground. 
onal And, of course, to land it safely. 


IJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU. 


“I finally found 

a hotel in Bangkok where 

I don't feel like 
part of 

a tour group." 





RBRILIC 


Bangkok has countless hotels. But 
only one President Hotel — The 
Regent of Bangkok. 

At the President you don't get lost 
in the crowd. We're smaller. More 
personal. More attentive. 

Our rooms and suites didn't come 
off any assembly line. They're full 
of individual touches like hand- 
made fabrics and furniture and 
works of art. 

Our food is special as well, from the 
best steaks in Bangkok to the spicy 
surprises of Thai cuisine. 

And our service is an executive's 
dream — telex, translation, com- 
plete local business facts are all 
there to lighten your business day. 
The next time you come to Bang- 
kok, make it a pleasure. Make a 
reservation at the President. 


the 


VESTACHI 


THE REGENT OF BANGKOK 
A REGENT*INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. ALBUQUERQUE 
NEW YORK. CHICAGO. PUERTO RICO 
MAUI. MONTREAL 


BANGKOK 2529880. TELEX TH81194; HONG KONG 53.663361: SINGAPORE 7373555. TOKYO 03 211-4541 OR CONTACT ANY REGENT INTERNATIONAL HOTEL 


| LETTERS 


Industry in Bangladesh 


Your article Progress in private [ REVIEW, 
Feb. 17] said the Industrial Promotion and 
Development Co. of Bangladesh (IPDC), 
which involves a number of international 
financing organisations as well as the 
Bangladesh Government, was "seen as 
signalling a new era in the country's pri- 
vate-investment environment." 

The IPDC is interested to set up *mini" 
projects in a number of areas, but my con- 
tention is that if foreign participation is al- 
lowed in such projects it should only be in 
the export-processing zone in Chittagong 
and only foreign private enterprise should 
be allowed to participate. 

In setting up a hand- and small-tools in- 
dustry, with whom will IPDC compete? 
The ill-fated Bangladesh Machine Tools 
Factory? And why should IPDC con- 
template soap-manufacturing, in which 


there is sufficient capacity in the country? 














Chittagong factory: for export only? 





I would not mind if these mini-projects 
were designed to create job opportunities 
for some particular group of talents; but I 
do not consider the present plans of IPDC 
“a challenge and opportunity" to any sec- 
tor 

No doubt Bangladesh should attract 
foreign private investment, but it should 
be in the consumer-goods field and mainly 
for export. An organisation like IPDC in- 
volving international financing institutions 
should not be allowed to manufacture 
these medium-scale consumer goods with 
little or no benefit to the national econ- 
omy. 

If IPDC is so keen to see a prosperous 
Bangladesh, why did it fail to name a 
single, sizable project such as fertilisers, 
petrochemicals, cement, etc. based on na- 
tural gas or other raw materials which are 
available in the country? ABDUS SATTAR 
Fen, Bangladesh Habib Bros 


The threat in Assam 


The view from Assam [Letters, REVIEW, 
Mar. 3] maintains that the student move- 
ment is basically non-violent and Gandhi- 
an. It is the immigrants who have been re- 
sponsible for terrible mass murders and 
burning villages to make room for them- 
selves. This does not take us to the root of 


the problem. 


It is significant that while about 3,600 | 
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to business trips i , = 


: The Ming Court we 
TUS st bus SIIICSS o designed on the ancient 


inese principle of inner 
and wie courts with pleasures 
for the inner and outer man. 
Take Chef Bidou, a chef 
famous in his French Provengal 
region. He has given Singapore 
an outstanding example of 
specialized cuisine. Another 
French touch is the sidewalk 
Café Boulevard. Perfect for 
people watching. Or the favourite 
of the Chinese gourmets, the 
Ming Palace. Or the Jade 
Lounge, lively and sophisticated. 
All in all it's your kind of hotel. 
On business. Or leisure. 


RUNG COURT HOTEL 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 
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School boys in Seoul, Korea 


The marketplace demands 
trained minds. 


Manufacturers Hanover schools. 


I, 40 countries, Manufacturers Hanover has posi- 
tioned itself to serve the leaders of today and tomorrow 
with a broad spectrum of credit and financial services. 

In Korea, for example, Korean Industrial Leasing Com- 
pany, Ltd., an affiliate of Manufacturers Hanover Leasing 
Corporation, provided $4.6 million in financing, which the 
government used to acquire presses to print textbooks. 

Manufacturers Hanover Ltd., our merchant bank in 
London, arranged two international syndicates which raised 
$600 million in financing for the Hong Kong Mass Transit 
Railway. 

As the leading correspondent bank in the world, 
Manufacturers Hanover serves a network of over 4,600 
banks—meeting global financial needs of every size, 
type and scope. 

The world leadership community demands innovative 
new services and Manufacturers Hanover is positioned to 
supply them. Consider the source. 


MANUFACTURERS HANOVER 
The financial source.Worldwide. Member FOR 























* RECENT actions by the Hongkong 
police hardly help to-fortify the gover- 
nor's image of an:administration which 
values individual freedoms. The sad, 
ludicrous harassment of homosexuals 
goes on. Big, black-booted, red-faced 
coppers raida bar allegedly on a hunt for 
drugs but fail to search for them, asking 
those detained wh ‘they know апу 
gay civil servants. More threateningly, 
the police ha a HK$10 
million (US$ і computer 
which has been | the comforting 
nickname of Ponic 

Nominal Index 
equipment w 
constables on the b 
Records Bureat 



















That, even а] 


tutes about 10% 
he system will be 
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inals are to be 
swiftly. But what are the 
: othe Criminal Records 
Bureau’s index? They are “all persons 
who. have been convicted or are wanted 
for.a criminal .offence, have been, re- 
_ ported missing or are of interest to the 
force" (my italics). A fine catch-all catë: 
gory that is, and doubtless includes gays, 
as well as hundreds of other harmless 
citizens. And when will the brave consta- 
ble be justified in using his beat radio to 
consult this computer index? "During. a 
stop-and-search action," during “ап in- 
quiry initiated as a result of the subject 
being in custody" or “as a general in- 
quiry" (again my italics, and again a fine 
catch-all phrase). Despite the governor's 
high-sounding words, 1984 has come a 
little closer and Big Brother's name is 
Ponics. — MS | 
€ THE REVIEW's correspondent. in 
Geneva, Therese Obrecht (she's quite a 


girl, both as journalist and as a former |. 


Swiss skiing champion), informs us that 
the phasing out of the Swedish US$1 bil- 
lion paper mill at Bai Bang, Vietnam's 
largest white: elephant foreign-aid pro- 
ject, һаѕ һай unexpected repercussions 


on Hanoi's nightlife. Until last autumn, . 


there were a few hundred Swedes at Bai 
Bang, many, of-whom were unmarried 
males. It didnot take long for some en- 
terprising maidens from the local rice 
paddies to rise to the occasion and fully 
grasp this, as yet untapped, potential for 
people-to-people diplomacy . . . at a 
. price. Wisely enough, the authorities 
, closed an eye: the local community pro- 
fited considerably and the Swedes were 
‚ kept more or less quiet. 
. With the Scandinavian retreat, reces- 
sion hit the maidens of Bai Bang, some 
40 of whom have now moved to Hanoi. 
Previously the job situation among those 
of the oldest profession in Vietnam's 
capital had been fairly stable, prices 
ranging from Dong 100 (or a.packet of 





American cigarettes) to Dong 500 (the 
average monthly salary of a Vietnamese 
worker is Dong 150). Given the black 
market rate of Dong 90 to US$1, even 
the most underpaid foreign diplomat 
from the world’s most depressed 


solace. The price, of course, included 
only board and not room, the latter 
being provided either by a moving vehi- 


deal was being consummated in the 
back)..or by access to the foreigners’ 
compound. , The latter, however, re- 


to induce the guard to look the other 
way, both on the way in and ош. As for 
duty hours, they lasted strictly from 7 p.m. 


had to get home so as not to arouse the 
suspicion of the street security ap- 
paratus. | | 

* THE arrival of the Bai Bang beauties 


Swedish techniques, the Bai Bang ladies 


comrades (Soviet-trained?) who are now 
outof work. —— ч 

As Therese Obrecht comments, while 
Vietnam has had considerable difficul- 
ties in assimilating Swedish technology, 
the maidens of Bai Bang obviously 
found it no problem. And to add insult to 
injury, they charge, and get, Dong 1,000 
~-a sure sign that even in Vietnam qual- 
ity pays. 
€ WE all have trouble with misprints 





Kathmandu's The Rising Nepal has his 
full share. I wonder if this announce- 


| ment, published от February 17," re- 
ies? | 





quired any apolo 


Nepal Council of World Affairs. 


Cordially invites its members to an address by 
Horible Finance Minister Dr. Yadav Prasad Pant. os 

‚һе suspicious occasion of 36th Annual Function of. 

the council on Friday February 18, 1983 (2039. Falgun б): 






€ THE ways of rescinding the errors of 


from a memo which begins "This com- 
munication cancels and supersedes my 
memorandum of the 12th inst. .. " tothe 


Richard Nixon, who told the press that 


matter involving Watergate were “іп. 
operable." In Indonesia, it seems that 


ago a senior Indonesian official talked a 
little too forthrightly about a matter of 
national security. The Antara news- 





agency. dutifully reported his remarks, 
but the following day issued a correction 


economies could afford some degree of 


cle (driven by an accomplice while the: 


quired an additional packet of cigarettes. 


to midnight, by which time the damsel ` 


brought to.a sudden. end this delicate 
edifice of, non-socialist planification. . 
Having received what was obviously far | 
more advanced on-the-job training in. 


have.outstripped overnight their Hanoi. 


from time to time, and the editor of 





the past are many and various, ranging | 


spokesman of former US president], 


all his former statements on a certain. 


the word is “non-existent.” Several years | 


beggin 
non-existent. 



































ite newspapers, the 
fan. 
major news st 
tentiously. "Pers 
six-column ban 
“Egypt, Israel t 
Iraq." The sto 
one, apparent 
two newsage 


sendats arme 
ed Arab Emirates n 
ir was 
"vene if Iranian force 
force, 4 V ss 
. Obviously, the muddle 
‘plicated for the poor edito | 
and he won my heartfelt sympathy fo 
the correction he published on the fo 
lowing day, February 15: 7 

ч RECTIFICATION 

An error has been made in the wor 
Ang ofthe, Headline of the mai 
item derived from unconfirmed repor 
of the newspapers Al-Madina and Al 
Khaleej, which appeared. in. the Feb- 
ruary 14 Edition of the Indonesian Ob 
server. In order not to confuse our rea 
ers It is best to consider the main story 
non-existent... AE | 

We are sorry for the inconvenienc 
caused to our readers. 

' e 


€. ANOTHER favourite, The Indonesia 
Times, provides regular entertainme 
The relationship between Indonesia an 
Australia has been strained in recem 
years, When fan Sinclair, then. Austr 
lian defence minister, visited Jakarta | 
January, President Suharto gave him 
certain assurances about his country". 
resilience and stability — but the result 
ing headline read as though he wished al 
| Aussies were dead and buried: | < 







































| Suharto assures lan Sinclair an 
Australians, you can 
rest in peace now - 


ө ALTHOUGH the Arab world ha 
been bitterly divided on most subjects of | 
late, Tom Fawthrop. of the Irish Time 
chanced upon this splendid exa 
devotion to the cause of Arab u 
Middle East solidarity. in the беп 
Cairo: 



























athmandu: Frustrated Nepali ‘politi- 
dans, brooding over their unenviable 


afflicted by a widow's curse. The refer- 
ence is to events of more than a century 
ago: d prime minister, Bhim Sen Thapa, 
fell victim to palace intrigue, was jailed 
and'driven to commit suicide by the con- 
iratórs. Immolating herself on her hus- 
d's funeral ‘pyre, his widow pro“ 
nounced the curse: "May no sincere реге’ 
son in this land ever prosper.” 


ems to have 







symptoms’ of rampant: 
ruption, abysmal poverty, 
ge and near apathy visible at all levels. 
17 Given the population-growth rate, in- 

dependent economists calculate that even 
if the average 2% annual growth in gross 








































By Kedar Man Singh Mn 
Kathmandu: Against a backdrop of wide- 


for a strategy of development at the grass- 
roots level which is aimed at correcting s0- 


chayat.— the unicame! ; 
ure — passed a decentralisatio 


prospects, often remark that they remain - 





:. The Nepalese as a people must. be sin- 





domestic product doubles, half of Nepal's 


ning economic problems, Nepalhas opted ^ 


cial anomalies and stepping up public par- . 





population will still be living below subsis- 
tence level at the turn of the century. 

In a confidential’ analysis of Nepal's 
economy made in late 1979 an interna- 


tional aid agency argued that the country . 


could have only up to 10 years to pull itself 
together before it became totally depen- 
‘dent upon aid donors. Instead of contest- 
‘ing the forecast, the Nepalese Govern- 
‘ment declared in its sixth plan (1980-85) 
document: “It is now apparent that if the 
nation fails to таке а concrete improve- 
ment in the existing economic conditions 
during the course of the next five-10 years, 


its economic and social consequences will ` 


be quite serious." ~~ 


E addition to small deposits of miner- 
Fais; which are being worked, Nepal's 
known natural resources are its rivers and 
soil and the jungles of the lowland Terai 
region in the south. With no significant in- 
dustry, its economy is totally dependent 
upon soil and services. The rising popula- 
tion and soil erosion in the hillscompound 
the problems and, like the topsoil, the hill 









‘| people constantly flow down to the plains. 


Population pressures on the inner. Terai 
foothills and the Terai plains in the south 
are increasing because, along with the hill 
people moving down, Indian settlers are 
moving up from impoverished districts in 
the states of Uttar Pradesh and Bihar. 





overwhelming majority. The plan is aimed 
at obtaining balanced regional develop- 
ment: by giving all parts of the country 
equal opportunities, generating mutual 
trust and responsibility among panchayat 
cadres and conserving and developing na- 
tional resources. E А 

This new approach is being tried after 
five past development plans failed to pro- 
duce targeted growth rates and in the 
wake of serious warnings from experts 
about an impending ecological disaster. 
The country's forests; the major natural 
resource, have shrunk 2595 during the 


past two decades and this has led to soil - 


erosion. With the topsoil washed down to 


the plains of the Terai region, the hill 


people are obliged to follow. 
Popular: participation in: the develop- 
“ment process’ is being .sought through 










| forest “protection. The 









The worst examples: of overcrowding 
and depletion of forests are in the eastern 
“Terai districts of Jhapa, Morang, Sunsari 
‘and Siraha where, between 1952 and 1971, 
the population doubled and the forest 
‘area was halved. Local experts say that the 
Terai provides only a breathing space. De- 
struction of the jungles leads to soil ero- 




























sion, the drying up of springs and falling 


productivity from the land. The land-own- 
ership pattern does not help. Among the 
'rural population — which constitutes 94% 
of the national total — 68.5% of fhe 
households own only 10.5% of the total 
arable land while 59.9% of the land is held 
by only 9.8% of households. The land- 
"owners are from the three dominant castes 
— the Brahmins, Chetris and Khas 
Thakuris. 

“With few opportunities for educated 
young people in the economic system, the 
"government remains practically their sole 
employer. Consequently, government 
agencies multiply and are staffed by 
people who are grossly underpaid; the 
permanent head of a ministry, for exam- 
ple, gets about US$145 a month. In these 
circumstances, the urban middle class, 
comprising such groups as civil servants, 
doctors, engineers and teachers, need an 
‘extra source. of income. 
Within the civil service too, upward mo- 
bility depends almost entirely upon the 








simultaneous introduction. of an integ- 
rated rural development programme-and 
by creating development centres at pan- 
chayat level covering health, population 
control, education, soil conservation and 
United’ States, 
Canada and Switzerland have provided a 
total of Rs 120 million (US$6.6. million) 
while the government has weighed in with 
Rs 400 million. Foreign assistance, espe- 
cially generous grants from Britain and 
West Germany, are included in the gov- 
ernment's contribution. 

Under the plan, authority for mobilis- 
"ng resources is delegated to the pan- 
chayats, and village and district pan- 
chayats can spend half of the land revenue 
collected in their respective areas; the 
‘other half goes to Kathmandu. Pan- 
chayats have also been assigned quasi- 
judicial powers to settle minor property 
disputes; ^ ^ 

Although the new scheme has lured 
папу young militants from outlawed poli- 






“tical parties to the panchayat system, 


which they had opposed in the past, the: 
‘panchayat amendment bill in parliament. 





man the top levels of the bureaucracy and 
it is difficult for.a-person of low caste to 
find a place; those who succeed in making 
some initial headway tend to find their 
careers stalled at the mid-levels. The high- 
est castes also control the high ground in 
the 25,000-man army and are dominant in 
business and the p 
Likewise, almost a litical parties 
and groupings are led by Brahmins. Al. 

though the oth ге represented in 
membership list: re has never been a 











of resources are al 
few have dare to 
directly. 
In a country where only 20% are liter- 
ate, education is naturally a.major issue. 
Most. children have no opportunity of 
Boing to school.and nationwide basic edu- 
cation by the turn of the century remains a 
pipe-dream. Аё. condary-school 
level, the drop-out rate is 80%. Each year 
witnesses a. furore іп the local press and 
parliament when the sole seat of higher 
learning — Tribhuvan University — ad- 
ew stude 


| popular. But so far 
caste system. 

















1979, only 296 of those 





Rural Nepal; 


caste factor. The three dominant castes | 





| munists. In student-union 








ара: grassroots development is an uphill struggle. 


of an age to áttend Шешу were admit- 
ted. Of these new students 70% failed one 
or more courses during the first term and 
the rate of drop-outs between terms and 
of repeaters remains high. At the univer- 
sity's Institute of Science, 5696 of students 
fall by the wayside. 


i is not surprising, therefore, that the 

students remain the most volatile political 
element. It was their. demonstrations in 
1979 which forced the king to order a re- 
ferendum leading to the re-adoption of 
universal suffrage for the national parlia- 
ment instead of the indirect elections by 
members of the directly elected pan- 
chayats — the local bodies. The students 
are currently divided between the out- 
lawed Nepali Congress and the com- 


elections last year, those 
favouring the Congress 
union lost out to a joint ef- 
fort by the pro-Moscow Na- 
tional Students Federation 
and ‘the pro-Peking All- 
Nepal Free Nationalist Stu- 
dents Union. The pro-Pe- 
king union remains divided 
between supporters of the 
toppled Gang of Four and 


PHOTOS! K. M. SINGH 








was nevertheless opposed by 22 MPs who 
staged a walkout in protest. They objected 
to the law’s provision that the government 
can remove or suspend any.elected pan- 
Chayat member and even dissolve any vil- 
lage ог town panchayat. Prime Minister 

-Surya Bahadur Thapa told the REVIEW 
that these powers would not be invoked 
“Unless factional disputes began to hamper 
the development process in any district or 
village. 

Despite the good intentions behind the 
plan, most observers doubt whether it 
сап be successfully implemented. There 

are valid grounds for such scepticism: 





too vast considering the resources avail- 
able. 

» During the past 23 years, the pan- 
chayats have become so notorious for cor- 
ruption that it is doubtful that they can in- 
spire public confidence. 

» Factional struggles in the panchayats 
can neither be wished away nor controlled 
by threats of suspension or dismissal.. 

» The panchayat cadre system har- 
bours a number-of rightwingers who see 
decentralisation as a harbinger of anarchy 
and, for that reason, oppose every liberal 
move. Even food distribution undertaken 
recently in drought-affected areas. was 


d The plan's economic objectives seem | hampered by this factor. 














































led by a triumvirate, Krishn 

Bhattrai, Ganesh Man Singh аг 
Prashad Koirala. In its fight « 
partyless parliamentary system - 










| constitutional, ‘monarchy, the C 











munist par es 
share its antipat 
the party Syste 
The 
leadership, 





obtain a parlia 
tary democ 










pay the rent for the modest — an 
marked — office it maintains in à new 
built two-storey building half a mile fr 
the palace. Some Congress leaders | 
spent. 10-15 years in jail for opposing th 
system and are too old to change th 
tactics. 
Defying the ban on politicat meeti 
the Congress held a convention last | 
cember: But it finds itself checkmated ; 
seeks to organise its units in the4,200 
chayats across the country. Ganesh 
Singh told the Review that the plan h 
failed because Congress workers are sy: 
tematically intimidated, as are poten 
sympathisers, who have been t 
police not to have dealings with any v 
ing political worker. He said that the: 
gress would soon hold another corivent 
to decide whether to launch a pro 
movement. tas 
Bhattrai, who is the party's. presiden: 
told’ the REVIEW about the Congress 
negotiations with the king through inte 
mediaries. In January, according to Bliat- 
trai, the king conceded the logic of accom 
modating the point of view of those who 
represented the 45% of the electorat 
which had voted for the immediate revival 
of political parties. Finding the king: 
ing to accommodate, Bhattrai said tha: 
had suggested through go-betwe: 
the constitution be amended to en 
Congress to enter politics with 






















































































ny concrete sign yet of the king 
ing in that direction. There was no in- 
ndent verification of Bhattrai's asser- 


Respite the Congress’ efforts, tlie cur- 
rent leader of the partyless system, 
rime Minister Surya Bahadur Thapa, is 
likely to be ousted. by the system's op- 
ponents. His main challengers are those 
ithin the system who consider that he has 
enároundtoolong. . ^^- Мез 
ading the opposition to'him in párlia- 
it is. an elderly. politician, Pashopati 
amsher Rana, who, though по{ ап as- 
irant himself, would like one of his three: 
105 — Lokendra: Bahadur Chand; 
faitrika Prashad Koirala or Marich Man 
ingh — to replace Thapa. 
group has failed so far, i 
esh bid to oust the pre 















me minister, but it is unlike 
gislature will be left to its o 
е politicians accept this. 

swear by the constitution, wc 
1g to use his royal prerogat 
behalf. The, king alread 










All. that the five national. economic- 
elopment plans have achieved so far is 
есгеаѕе іп; illiteracy; an average of 
ut 186 kms of new roads a year; anim- 
ment in other means of communica- 
s leading to better administrative con- 
|, and improved health facilities, which 
increased life expectancy from 32 
in 1961toabout45. · ' 
"The plans have also swollen the number 
educated among the unemployed and 
he .underemployed. "Meanwhile, im- 
roved communications. have raised 
pular expectations and; in- conse- 
quence, social tensions are rising. Official 
ources told the REVIEW that it-has been 
concluded that a solution to Nepal’s pro- 
blem lies in private enterprise and a major 
"exercise is said to be underway to assess. 
(the practicability of adopting measures 
"tested elsewhere to attract foreign capital 
and also to encourage capital formation 
investment... ^ 
pal can offer, political stability and 
social. discipline ‘along «with cheap un- 
' skilled labour and perhaps in the near fu- 






































| elite in Kathmandu consider him some- 


| and note, with’ ad 








Kathmandu: Kin 


| Et F 
ing his Himalayan kingdom of 16 million 


people for 11 years, but some of his sub- 
jects are still uncertain about his measure 
asa monarch, The strongly conservative 






different from his 
King Mahendra. 


what naive and very. 
shrewd; tough fathe 






`Ѕоте liberal intellectuals, however, re- 


ritain, the United 
nsider King Birendra 
on his predecessor 
| ion, the political 
finesse which he ayed in defusing. a 
highly explosive situation through a.re- 
ferendum announced. in May 1979. and 


calling his educatio 
States and Japan; 
a distinct improverien 





. held a year later. 


In his first interview with a foreign сог» 
respondent since the student unrest of 
1979, the king answered questions from 
the REVIEW's South апа West Asia cor- 
respondent. Salamat Ali at the royal 
palace. Asked about his proposal to de- 


‘clare Nepal a zone of. peace, King 


Birendra said: “The proposal is based on 


| the needs and aspirations of the people of 
. | Nepal. Most of the countries in our neigh- 





adopted a hig! 
weeks, with King 
rim address to 


epal as 







ddress to the non-aligne 


at New Delhi; the king avoided the | 


lengthy harangue approach favoured. by 
Cuban leader Fidel Castro and instead 








opted for brevity and the mild tone of a 


philosopher. ^.^ ^i 

His definition of non-alignment ran 
counter to the theory that the Soviet bloc 
is the natural ally of the non-aligned group 


апа also the view that non-alignment 


means non-involvement with either of the 


‘rival. military blocs... The ^ Nepalese 


monarch: viewed the non-aligned move- 
ment as being marked by peaceful coexis- 


. tence, sovereign equality. among nations, 


non-interference in each other's internal 
affairs and rejection-of force in interna- 


| tional relations. ..: 


Looking at the experience of the Third 


“|. World, he pointed out: “In the. name of 


liberation, the titans of our times have 
tried te impose themselves in many coun- 


| tries; in Asia; Africa and Latin America... . 


Vast numbers of populations have. been 








friends 





: peace-zone.plan.. He also laid the ground 





Bourhood are among the 30 countries that 
have supported the proposal so far. The 
proposal is also a contribution we сап 
make for peace in our region and thus also 
in the world. In this context, our efforts to 
gain more support for the proposal will con- 
tinue at whatever level and pace needed." 
Other excerpts from the interview: ' 


What is your view of a parallel proposal to 
declare the whole of South Asia a zone of 
peace? : Vis 
i We ‘in Nepal understand the need and 
importance of zones of peace, and as such 
welcomed and supported various áreas of 
the world as zones.of peace and would be 
happy to continue to support similar in- 
itiatives. Threats to peace in one part of 
the world engender instability elsewhere: 
Реасе is basically indivisible and peace in 
any part of the world contributes to global 


P $ 


: peace. That is why I feel it is only natural 


and wise for advocates of a zone of peace 
in one region to support initiatives else- 
where as we ourselves are doing. 


Do you support the proposal. for a 

























decimated to impress the world with the 
might of a modern fanatic or ideologue . . . 
"Who was it that destabilised and then 


"made the Kampucheans fight Kampu- 
;cheans апі who was it that made an Af- 


għan kill another Afghan, his own bre- 
thren and kinsmen?” 

"The king did not lack firmness when it 

sing two basic elements: of 

cand foreign policy — thé pan- 

ayat system and the proposal to declare 

pal а zone of peace. An undertone of 

ning to all concerned. was also unmis- 

the panchayat system he said: 


“Nearly three years ago we had a referen- 
‘1: dum, We cannot and will not brook inter- 


ference from any quarter or country. Our 
and neighbours, fortunately, 
understand this and have gained the ap- 
preciation of the Nepalese people.” 


0: the peace-zone proposal, he argued 
'that the foundation of peace had to be 
laid step by step and for that reason Nepal 
has supported initiatives to have different. 
parts of the world established as zones of 
peace. “It was along this road that we 
proposed Népal be declared a zone of 
peace,” he said. 

- During his trip.to Washington in early 
February Thapa sought to get the en- 
: dorsement of the administration of United 
States: President. Ronald Reágan for the 













© We believe that wate 
natural resources of our region which can 
be put to multiple use for the common and 
collective benefit.. We are therefore in 
favour of close cooperation among the 
countries of: the-region for the develop- 
ment: of water. resources. Among the 
benefits, we should include the develop- 
ment of river-navigation facilities, and 
-maritime links hold great attraction and 
importance for a landlocked country like 
Nepal | wit 





While Nepal has been moving steadily to- 
` wards cooperation with India on four new 
irtigation and power-generation projects, 
Bangladesh has been arguing that deve- 
lopment of the hydroelectric potential of 
the eastern part: of the Subcontinent 
should be a joint venture between India, 
Bangladesh and Nepal. What is your view 
on theissye? ^ : 
„Мера! is committed to the development 
Of water resources for bilateral as well as 
regional and multilateral cooperation. We 
want.to develop our vast water-resources 
potential to benefit Nepal as well as the 
‘countries of the region. My government 
has been discussing with the government 
of Indiathe Karnali, West Rapti and Pan- 


one of the rare. 


" cheshwar multi-purpose projects and: 


for ‘King Birendra's visit to Washington 
this year. 
But whatever understanding. Thapa 





may have reached during his meetings | 


with leaders in London, Washington, | 
Islamabad and Dhaka, the success of his - 


tour was judged Бу the. results of his 
negotiations with Indian Prime Minister 
Indira Gandhi. Thapa succeeded in con- 
vincing the Indian leader that the zone-of- 











olate New Delhi and thus lessen its tradi- 
tional friendship with Nepal. " 





отіп his talks with Mrs Gandhi the 
yearly execution of three major pro- 


jects on the Karnali, West Карапа Pan- ` 


.cheswar rivers was agreed. Thapa is con- 
vinced that New. Delhi will announce its 
approval of the peace-zone proposal at an 
appropriate time, possibly during Mrs 
Gandhi's return visit to Kathmandu later 


this year. Nepalese’ Foreign Minister - 


Padma Bahadur Khatri played an equally 
important role inthe success of the New 


Delhi visit through talks with his Indian | 


counterpart, P. V. Narasimha Rao. 
Thapa has- also made headway in 
negotiations with New Delhi on industrial 
joint ventures in Nepal — ventures origi- 
nally agreed upon by the Janata govern- 
ment in 1978 — and on extending the 
trade treaty due to expire on March 28. 
з The setting up of a bilateral economic 
commission at ministerial level is expected 
.to play an important role in the economic 
development of Nepal through indus- 
trial joint ventures. А week after Thapa's 
visit, New Delhi hurriedly forwarded a 
; of а report by Cement Corp. of 


peace approach was in no way designed to - 
















The king: facing the challenges. 


these are expected to make headway in 
future.. : 

‚ So far as the Sapta Kosi, which lies in 
the eastern part of Nepal, is concerned, 
Nepal is undertaking a master-plan study 
of thé entire basin to identify the respec- 


tive positions оѓ ѕеуега! possible projects - 


therein. Nepal-has made its stand clear: it 
is prepared to examine the development 
of its water-resources potential іп а way 
which would benefit both India and 


India ота proposed US$81.6 million joint 
cement project at Udayapur. | 

Thapa's visit to Dhaka came at a time 
when chief martial-law administrator 
Lieut-Gen. H. M. Ershad was facing a dif- 
ficult political situation. However, as a 
gesture of goodwill, Dhaka concluded a. 
most liberal air agreement with Nepal on 
the eve of Thapa’s visit, which apparently 
comforted the Nepalese leader. : ; 

Thapa’s talks with British Prime Minis- 
ter Margaret Thatcher yielded positive re- 
sults on increasing the pensions for Gur- 
khas serving with the British army in view 
of British inflation and the drop in ster- 
ling’s value. London also assured Thapa of 
increased aid for integrated rural develop- 
ment and highway construction; 

And the prime" minister's Rawalpindi 
visit produced à joint economic commis- 
sion at ministerial level for launching cot- 
ton-textile and jute industries in Nepal as 
joint ventures. An official Pakistani dele- 
gation comprising industrial and aviation 
experts was due in Kathmandu in late 
March for negotiations with the Nepalese 
Government. 

The tour drew critical fire from Thapa's 
political opposition. Tulsi Giri —a former 
prime minister and a hardliner — de- 
scribed it as “meaningless and motivated 
solely by selfish interest." Anti-Thapa 


` MPs charged him with gross neglect dur- 





ing his negotiations with New Delhi of is- 
sues such as waterway rights and flooding 
problems during the monsoon season in 
areas near the Indian border caused by 
damming by the Indians of rivers which 
flow from Nepal into India. 

—SALAMAT ALI and KEDAR MAN SINGH 
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time within the p: 
tal principles. 


Once political 
Nepal. Do you forese 
the next few years of 
again? V p, 5 
I had a referendum held fi 
purpose and, as you. know, 
voted for the panchayat system. 
tem is wedded to democratic i 
concerned to ensure national 
political stability and economic de 
ment as well, It had emerged asa re 
to problems of uncertainty and’ 
that the political parties plunged th 
tion into during the 1950s. The Ney 
people have ‘not given their manda 
the panchayat polity as a stop-gap 
sure. 















































Is it likely that national stability 1 
threatened by rising expectations 2 
paucity of economic resources? If 
any thinking been done on a lon 
economic strategy? Do you think 
Strategy like that of Sri Lanka, based 
free-market. economy, minimal 
ernmental controls and rapid. 
ment through incentives to foreis 
tal, could work for Nepal also? 

It is true that the expectation: 
people are rising and our coun 
blessed’ with the required na 
sources. The challenge lies in mo 
résoürces both internally an 
and creating an environment cond 
for accelerated investments: We havi 
ceeded to some extent in mobilisin 
nàl resources during the current [ 
period. .. v 

This has to some extent mitigate 
problems we would otherwise face 
time when the flow of concessional lo 
does not seem easier. I hope contributin 
countries and agencies realise the pr 
lems of developing countries like Ne 
About a free-market economy and ind 
trial investment, our sixth plan has as 
tegy to attract private capital. 

The Foreign Investment and Techno 
ogy Act and the Industrial Act have т 
provisions to attract foreign capit: 
sure security of investment 
mind our constraints, t 
seem favourable for. 


































































British come 


ir meets Thatcher and agrees that itis time to - 
nces as Britain has mended: its ways 


ndon: Two years of painstaking British 
plomacy were crowned when Malaysian 
e. Minister Datuk Seri Mahathir 
ohamad had dinner here with his British 
unterpart, Margaret Thatcher. 
ign Office is hoping that the meeting 
symbolise an end to the recent turbu- 
nce in relations between the two coun- 
es. 

The optimism seemed justified when 
alaysia's national newsagency, Ber- 
ma, reported that Mahathir had told à 
oup. of Malaysian journalists i in London 
at his "buy-British-last" policy war- 


ught to have some reciprocal ar- 
ment." 

Jut the victory belongs to Mahathir. 
th the business community and govern- 
t officials admit that for two decades 
independence, Britain. did indeed 
Malaysia for, granted. It no longer 
so. For Mahathir, the episode there- 


u have to be rough to get things done," 


The. 


re-examination and that “we natur- - 


proves his often-repeated dictum that. 


е theme of his speech at the dinner. | raids" Which followed a Malaysian tà take- 





ac 






The: cost to Britain of. his tough line is 
hard to assess: British exports to Malaysia 
totalled £223 million (US$338.9 million) 
in 1980 and £196 million the following 
year, but rose to £210 million in 1982. 
British companies have won more than 
£85 million worth of public-sector con- 
tracts since the directive was issued in Oc- 
tober 1981. 

Losses amounting to “hundreds of mil- 
lions of pounds” have been cited in news- 
paper reports. А more realistic assess- 
ment is probably made by Conservative 
Party MP Sir Anthony Kershaw, who told 
a recent meeting organised by the London 
United Malays- National Organisation 
(Umno) Club: “It’s not less than £20 mil- 
lion. and may be around £50 million." 

All tlie specific grievances usually cited 
for the issuing of the directive have been 
ameliorated by the British, or are better 
understood by the Malaysians. Several 
Malaysian ministers now privately recog- 
nise, for example, ‘that the change in Lon- 
don Stock Exchange rules on. "dawn 


\ tactical withdrawal 






anila: At the resumption on March 8 of 
leportation hearing involving, Austra- 
an-Roman Catholic priest Brian Gore, 
mmigration Commissioner Edmundo 
es announced that the hearing would 
e suspended indefinitely, thus acceding 
a belated request by military lawyers 
at the hearing await a ruling by .the 













charges of rebellion, complicity in murder 
and illegal possession of explosives. 


















tions a day earlier with leading Roman 
Catholic churchman Cardinal Jaime Sin’ 
chad influenced his decision, observers 
oted that a defence motion to suspend 
the proceedings pending a court ruling on 
the charges against Gore had earlier been 
ed down. Sin told Re March 7 








town in же Oriental province 
. «ауаз. The mayor was killed during an am- 
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Australian priest Brian Gore wins his first round against 
the тану as his deportation hearing is delayed 
















courts on whether Gore is guilty of 


Although Reyes denied that his conver- - 





bush by members of the New People's 
Army, the military arm of the outlawed 
Communist Party of the Philippines. 

Gore, who has been doing social work 
in Kabankalan for the past eight. years, 
was. arrested with another Australian 
priest.of the same order, the Columbans, 
Niall O'Brien, and.a Filipino diocesan 
priest, Vicente Dangan, after military au- 
thorities allegedly found a hand grenade, 
ammunition and anti-government mate- 
rial in Gore's home. 

Four military officers of a counter- 
insurgency task force, including the task 


force's commander, maintained at the de- | 


portation hearing that grassroots organi- 
sations with which Gore worked were giv- 
ing material aid to the communists, dis- 
tributing subversive leaflets, and had 
probably helped plot the, mayor's.assassi- 
nation. 


The Gore case is only one of a ‘number | 
| of cases which have 

| thorities against churchmen who, for, the 
1 most part, have been working at the grass- 
| roots level in rural areas where communist 
las ate active. Chürchmen in the | 





















bandage : Over 

as the “self-inflicted woun 
November 1979 decision to charge over- 
seas: students the full cost of tuition. 
Malaysia was particularly incensed by the 
pólicy because it had more students here 
than any other country — 13,308 in pub- 
licly financed institutions in 1978-79. 
After intensive lobbying by a wide cross- 
section of interests, including the Foreign 
Office, the government announced that 
“in the national interest" an additional £46 
millión will be spent on overseas students 
in the next three years, of which £5 million 
will be allocated specifically to Malaysian 
students. 





hile this is not an enormous sum as 
things go today," Kershaw told the 
Umno Club meeting, "it is indicative of the 
consciousness of the British Government 
that it made a mistake." Officials of the two 
countries are already discussing how the 
money should be spent. Thatcher herself 
told: Mahathir that she was glad һе had 
made Britain change its mind over student 
subsidies.. (Ironically, the purpose of 
Mahathir's private visit to Britain was to 
attend the graduation of his son Mirzan, in 
computer studies.) 

Placatory messages have also.been de- 
livered in recent months by the governor 
of the Bank of England and the lord 


MY 


mayor of London, both of whom carried 














field, including Gore, have been out- 
spoken critics of the military. 
On February 20, the Catholic Bishops 
Conference of the Philippines issued a 
pastoral letter on the deteriorating .re- 
lationship between church.and state which 
was read at services nationwide. The letter 
expressed concern over the ‘security situa- 
tion in the country and denounced the ar- 
rest and detention of churchmen. 
It said that economic Corruption in 
e government and the private sec- - 
contributed to a continuing assault on 
the poor's already “much-battered sense 
of justice," and added that “the i increasing 
militarisation" of the country gives rise to... 
dissent by отау people... 
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to Kuala Lumpur assurances of the City's 


understanding of Malaysian concerns and 
regret for past misunderstandings. 

The attention. paid to visitors in the 
other direction has been ever more impor- 
tant. On earlier private visits, Tun Ismail 
Ali, chairman of Malaysia's national 
equity corporation, Permodalan Nasional 
Bhd, met Minister of State for the Foreign 
and Commonwealth Office Lord 
Belstead, and Deputy Prime Minister 
Datuk Musa Hitam had what appears 
to have been a very successful, rapidly ar- 
ranged meeting with Home Secretary Wil- 
liam Whitelaw. 

This has helped eradicate the sense of 
inequality created by the unrolling of the 
red carpet for British ministers in Kuala 
Lumpur compared with what Noordin 
Sopie, editor-in-chief of the New Straits 
Times Press group, described on the eve 
of Mahathir’s visit as “the run-around” 
given to Malaysian ministers in London. 

In addition, at a time when the Malay- 
sian economy has been feeling the effects 
of international recession, British com- 
petitiveness has increased and investment 
continued — though Mahathir indicated 
that he would like to see investment in 
more innovative areas. 

This combination of British heed to the 
Mahathir message and of economic pres- 
sures, produced a gradual softening of the 
Malaysian prime minister’s stand, to the 
point earlier this year where he reportedly 
described the effect of his directive as min- 
imal and said: “On the whole the British 
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business community and the government 
have displayed a very positive attitude." It 
was a long way from his previous descrip- 
tion of them as "patronising, colonialist 
and insensitive." 

The work of ensuring a continuation of 
the thaw will now partly devolve onto the 
Malaysian-British Economic Friendship 
and Trade Association which is being set 
up in both countries. Many members of 
the British end of this group, including 
former foreign secretary Lord Carrington, 
were among the leading British 
businessmen that Mahathir also found 
time to lunch with during his brief trip. 
The idea is to have meetings at a high level 
to prevent another outbreak of hostility. 

It is a sign of the care with which Britain 
now handles Malaysian affairs that at 
neither the meeting with Thatcher nor at 
that with the businessmen was Britain's 
“least-favoured-nation” status directly re- 
ferred to. This appears to have been a de- 
liberate attempt to avoid giving the impre- 
ssion that Britain is interested only in what 
it can get out of Malaysia. The whole point 
of the fence-mending exercise of the past 
two years has been to eradicate that im- 
pression. 


Nevertheless, there is still concern 


about the policy, particularly the unquan- 
tifiable effects, such as the possibility of 
Malaysian officials continuing to discrimi- 
nate for fear of appearing pro-British. 
Fences will not be deemed to be mended 
here until it is clear that the “buy-British- 
last" policy is definitely dropped. 
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CHINA 


Peking springs 
into action 


Concerned that a dissident 
movement could gain support, 
the Chinese authorities attack it 


By Mary Lee 

Hongkong: The communist press in both 
Hongkong and New York have thrown 
the spotlight on a political reform move- 
ment, China Spring, which was launched 
last year in North America by dissident 
students from the mainland. 

A notable aspect of the campaign is the 
way in which the personal situation of one 
of the movement's founders, Wang Pin- 
chang, is being highlighted in an effort to 
discredit the movement. Wang, now on a 
lecture tour of North America, has filed 
(apparently unsuccessfully) for a divorce 
from his wife who lives in China and has 
confirmed that he is living in New York 
with an emigrant from Taiwan. 

The vehement personal attacks come as 
no surprise to observers: Wang has at- 
tracted the wrath of the Peking govern- 
ment and pro-Peking media abroad be- 
cause he has not only bitten the hand that 
fed him as a student, but has helped to 
start a movement which China regards as a 
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-front for Taiwan. Sources said that 
is now vetting the backgrounds of students 
intending to go abroad and is thinking of 
reducing their number. 
Other sources said that Peking is 
Ё worried that China Spring's philosophy 
| expounded in its journal, also called 
LA China Spring (REVIEW, Mar. 10), could 
E gain support on the mainland. “Other 
~ thoughts will fill the void left by the prë- 
sent leadership's de-Maoification policy," 
-. commented a China Spring supporter, Lu 
Keng, managing editor of Bai Sheng, a 
; Hongkong journal. *China Spring may be 
lr that new thought.” 
"s The campaign of criticism being 
re mounted in the pro-communist press in 
Hongkong is a replay of a campaign by 
pro-communist Chinese-language news- 
papers in New York — an indication that 
n Peking is anxious to prevent China Spring 
[ from gaining ground not only in North 
A America, but also in Hongkong. This ter- 
-—  mitory could be fertile ground for such a 
movement because of fears about the role 
Peking may play here after 1997. 


n March 8, the pro-communist Hong- 
kong daily Wen Wei Pao, in a second 
lengthy attack on Wang, published an 
open letter from his wife, Yulan, dated 
December 21, 1982. She accused Wang of 
lying when he said they were divorced, 
of deserting his family (they have an 11- 
year-old daughter) and *whitewashing his 
immoral acts." The letter stated: "Be- 
cause you are abroad, I have to toil alone 
| ... Theard you were talking about democ- 
racy and human rights and attacking com- 
munism. Have you forgotten that your 
parents were just common workers and 
that you graduated from university only 
through support by the state? You ought 
to repay all that the country has done for 
you with your whole life. 

*Where is your human dignity? Stop 
chasing that woman's skirt and living on 
other people's donations. Stop being a 

“mouthpiece for somebody else. Is that 

. what; you call democracy, liberty and 
human rights? Think of your motherland 
which brought you up, think of your fami- 
ly, of your daughter who is without a 
father. It is time you returned and paid for 
your crime. Otherwise your future will be 
dreadful to contemplate," she wrote. 

A China Spring supporter in Montreal 
told the REVIEW that the movement is not 
going to oust Wang even though disclo- 
sure of his personal situation had caused 
some embarrassment. Wang told the 
REVIEW: “I am not bothered about the 
communists’ attack on my personal life, 
which is a separate matter from the move- 
ment. Personal attacks are a very old com- 
munist technique, but they have not said 
anything about China Spring's political 
views because these views are very cor- 
rect." 

He claimed that the movement was wel- 
comed by people on the mainland. There 
is no evidence of such support, but the 
wrangling over China Spring is likely to 
continue, ensuring that the movement will 
get more attention than it would have if 
Peking had ignored it. 
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S; old spy Donald Maclean, dead on 
the approach of his 69th birthday, 
was not allowed the public funeral that 
his mate, Guy Burgess, was granted 
after he also died in Moscow 20 years 
ago. 

Having had the good luck to gouge 
Burgess and Maclean out of hiding when 
I was first in Moscow in 1956 — five 
years after they quietly fled from Lon- 
don on Maclean's 38th birthday — I had 
the bizarre coincidence of returning to 
Moscow, via the Siberian railway, on the 
day that Burgess died, seven years later. 

I went with other foreign newsmen to 
his funeral, where Maclean, already 
looking tired and much older, uttered a 
brief and hollow eulogy beside a red- 
draped casket with an artificial orchid 
atop. Madame Maclean, also dowdy and 
coarsening, listened wearily and a con- 
scripted roundup of 
bored party "mourn- 
ers" slumped and 
fidgeted, yawned and 
whispered. 

We pressmen had 
been told that we 
couldn't speak to Mac- 
lean — maybe because, 
again by strange coinci- 
dence, Kim Philby, the 
leader of the Gang of 
Three, who had hung 
on in London, had just 

.scuttled across the 
Middle East border 
into the Soviet Union. 

Philby, unlike Mac- 
lean, usually remains 
out of sight in Moscow, 
and anyway there 
should be no surprise at 
his absence from the Maclean funeral 
because he pinched Maclean's wife from 
him on his arrival in Moscow. (She and 
Maclean's children now live in the Unit- 
ed States.) 

Guy — or *Gay" — Burgess mean- 
while was provided with a Moscow boy- 
friend, a guitar-playing @lectrician, in his 
comfortable suburban apartment. (The 
puritanical Chinese comrades would 
never have tolerated that.) 

Burgess and Maclean seemed fo be 
good friends when I first met them in 
Room 101 in the Hotel National, over- 
looking the snowswept Kremlin and Red 
Square, on the evening of February 11, 
1956. (I had had the good luck to get 
through a written message to Bulganin 
and Khruschev at an interview earlier 
that week with the then foreign minister, 
Vyacheslav Molotov, warning them that 
their coming visit to London would be a 
farce if they persisted in keeping Burgess 
and Maclean under cover and saying that 
they didn’t know where they v 

Maclean, a tall handsome man in a 
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Maclean's funeral: no ceremony. 
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blue suit and red bow-tie, shook hands 
first and said with a wooden smile: “1 am 
Donald Maclean." But he clearly 
wanted Burgess, a shorter, fatter 
man in a blue suit and an Old Etonian 
tie, with a bubbling smile, to be their 
spokesman. 

With a flourish, Burgess gave Sidney 
Weiland (Reuters) and me copies of 
their historic, three-page, 1,000-word 
statement. Maclean silently puffed a 
long cigarette while Burgess forcibly re- 
jected our requests to be allowed to read 
the statement and ask questions, The in- 
terview lasted only five minutes. 

Naturally, the jointly signed state- 
ment carried no surprises. It said that 
they had never been secret agents. They 
had merely discovered that their “infor- 
mation and opinion about the political 
situation and the danger of war were in 
agreement in 1950” 
(when they were 
trusted British Foreign 
Office men). So, as 
patriots of probity and 
integrity, the only hon- 
ourable course of ac- 
tion left open to them 
was to escape to the 
Soviet Union, *where 
alone there appeared 
to both of us to be some 
chance of putting into 
practice in some form 
the convictions we 
have always held.” 

Pravda had the story 
out in full at 10 p.m. — 
but only on page three. 

It would be instruc- 
tive to discover what 
sort of a statement 
Philby would make today if he was simi- 
larly approached. I tried — vainly, of 
course — to wangle an interview with 
him after the Burgess funeral. He hadn't 
yet come up from the deep south of Rus- 
sia. But I made approaches — similar to 
the message via Molotov to Bulganin 
and Khruschev — and pointed out that 
he had been reporting for one of my 
London papers, The Economist, after he 
had retired from the intelligence job 
which he had held for more than 20 
years. (Ignorant Downing Street and the 
British Government had publicly exon- 
erated him from any association with 
Burgess and Maclean.) 

Alexei Adzhubei, son-in-law of 
Khruschev, editor-in-chief of Izvestia 
and likely foreign minister if Khruschev 
had not fallen downstairs the following 
year, told me he would try to fix my in- 
terview. But after a couple of days I was 
firmly told that there was no hope. Curi- 
ously, I was advised (“off-the-record” 
then) that there had been “no real 
reason for him to run away at that time.” 
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FLY THE LEADER. 


The Boeing 757 is ahead of the pack and pulling away. In passenger на 
comfort, it feels like a wide-body. In performance, it is the most 








J fuel-efficient jetliner in the sky. This means airlines can continue to 
„г : „АЕ offer air travel as the world's best travel value. BOEING 


eople together 


“Right below the mirror. You o 
try as I've had to in numerous hétel 
rooms, the balancing act requffed — 
actually impossible — with three 
foot hair dryer lead, а 20 at the 
КШ ЛЕЛЕ, „Ж and a 
dressing table mirror glinting at you 
mischievously from somewhere in 
between. Thanks for looking after the 
women of the world.” 
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the hotel. 


442 Orchard Road, Singapore 0923. Tel: 7347766 
Telex: RS 35228 ORTEL. Cable: ORCHARDTEL 
Enquire about Penang's first Business Resort 
Hotel’ The Orchard Penang, Tel 04—891111 
Telex: ORCHEL MA 40310. Cable ORCHARDTEL 








OVERVIEW 


The need to stre 


еп 


Asia?s own reinsurance 


By Anthony Rowley in Hongkong 

nsurance is an unglamorous industry, certainly when 
I with the mystique which attaches to banking. 

Yet it is just as international a business, handles vast 
(though not readily quantifiable) sums of money worldwide 
and is an equally potent force for investment. But if insurance 
men generally do not give themselves the airs and graces that 
many bankers do — in return for the privilege of handling other 
people's money — their activities do not go unnoticed by 
bureaucrats and politicians. 

Insurance is a better-regulated industry than much of banking 


— hence its relative lack of major international crises compared | 


with banking. The exception is perhaps in reinsurance, that 
little-understood underworld of 
insurance, where billions of 
dlollars flow unseen by public 
eyes across international 
borders. [n a sense, reinsurance 
is to the insurance world what 
the interbank market is to 
banking — and likewise it is now 
coming under closer official 
scrutiny as dangerous strains 
become apparent. 

AII this is as much true of the 
insurance industry in Asia as it is 
in the West, even if Asian 
insurance is still a long way 
behind in terms of the depth of 


Reinsurance: 
Britain 
Japan 
United States 

Marine 

Aviation 


Japan 
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Photo: Aftermath of Cyclane Tracy in Darwin. 





its coverage. Asian insurance is on the whole well-regulated, 
governments in the region being wary of allowing policy-holders' 
money to be put freely at risk where they would with relative 
abandon allow bankers to do more or less as they like with 
depositors’ money: and regulation is on the increase in Asia, 

Whether it is Hongkong — still the biggest offshore 
insurance market in the region despite competition from 
Singapore — or Indonesia where, as in India, the insurance 
industry has much more potential than penetration relative to 
the size of population, new and tighter laws are being brought 
in to ensure that the pubfic is not left too much at the mercy of 
unscrupulous operators. 

Not that it is an easy industry 
to regulate. Insurance is made 
up of various layers of 
business, from broking 
through risk-underwriting to 
reinsurance and spreads across 
a wide field ranging from life- 
assurance pensions and 
endowment business through 
general-risk cover like fire and 
accident to the insurance of 
major-catastrophe risks such 
as floods and typhoons. Marine 
insurance is so big as to be ina 
category of its own. 

Life assurance (an elegant 
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Hongkong (jetfoils crash, 1982): 300 insurance companies under investigation. 


euphemism really for insurance against death) and pension 
business are still undeveloped in relation to the total size of 
Asia's populations. The concept is hardly known for instance 
in China while in India it is estimated that less than 10% of the 
working population can afford only modest life cover. But in 
India, the range of life, pension and endowment cover which is 
available from the mainly state-operated insurance industry for 
wealthier citizens, is surprisingly wide. Elsewhere in the region, 
government-run provident schemes virtually monoplise this 
area of the market. This is especially true of Singapore's Central 
Provident Fund (CPF) and Malaysia's Employees' Provident 
Fund (EPF). Thailand, which has no equivalent CPF or EPF, 
has seen its private-life and provident-insurance sectors grow 
quite strongly as a result though government control over the 
investment of policy-holders' life funds is strict. 

The idea that it is an ill omen to take out lire assurance dies 
hard in a number of Asiàn countries but dying it is — slowly. 
And, as prosperity increases for the majority of the population 
(albeit painfully slowly in many cases now that economic 
recession has exacerbated existing social inequities) life and 
endowment business will also increase. So too will opportunities 
for private insurers unless, that is, more governments decide 
that the investment of people's life savings is not something to 
be entrusted to the private sector. 

If certain Asian governments do not trust private insurers in 
the fields of life and pension cover, or at least regulate them 
strictly, they are freer on the insurance of general risks. Here 
the problem for the private sector is not one of competition 
from official schemes so much as a lack of awareness of the 
need for cover among individuals and industrialists alike. The 
saying that lifes cheap in Asia still has some validity when it 
comes'to persohal-accident insurance, with statutory 
enforcement being provided usually only for motor risks. 
Likewise factory owners often prefer to take the risk of fire or 
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other hazard rather than insure against it: and there is 
no lack of risk — as evidenced by the constant factory 
fires in Hongkong, for instance. 

The situation varies from country to country and 
from one class of insurance to another, as the articles 
* in this FOCUS make clear. But there is one area where 
a common consensus has emerged among politicians 
and bureaucrats in much of the region and that is on 
the need for Asia to strengthen its own reinsurance 
industry. There has long been an awareness that the 
virtual non-existence of reinsurance facilities in much 
of Asia leads to a major foreign-exchange drain. This 
is because local insurers, lacking the capacity to take 
risks on their own books, reinsure risks in the London, 
Zurich or (increasingly) New York reinsurance 
markets: recent scandals in the Lloyd's of London 
market have convinced some Asian governments even 
more of the need to keep more risk at home. 

Asean has taken the lead in this respect. On January 
1, the Asean Insurance Council was created and on 
the same day it launched the Asean Reinsurance Pool 
(ARP), appointing Singapore Reinsurance Corp. as 
pool manager. So far the Asean group has inspired 
only a modest amount of business, certainly in relation 
to total reinsurance business generated within the 
five-nation bloc, but it is wise to procede cautiously. 

Reinsurance, outside the region, of Asean-derived 
risks certainly causes a foreign-exchange leak (foreign 
underwriters usually want to be paid in hard currencies 
such as the US dollar) but it also helps create a prudent 
spread of risk. A single major catastrophe, for example 
Darwin's Cyclone Tracy on Christmas Eve 1974, is 
capable of wiping out a country’s insurance industry 
(as well as destroying a whole town) if at least part of 
the risk is not spread elsewhere. If the new Asean 
group carefully builds up a good-quality portfolio of 
regional risks — and reinsures some better-quality 
international risks itself — there is no reason why in 
time it should not become a force to challenge the 
London and New York markets. If it is politically 
motivated to grab all Asean business it can — a 
direction which the Philippines once appeared 
interested in taking — then it could itself come to grief one 
day. At this stage it can be said that it has some capable people 
in management, not least those from Singapore. 

The trouble is that the ARP is entering the market just when 
it is glutted with overcapacity worldwide and afflicted by some 
dangerous rate-cutting. Lloyd's of London is a case in point, 
especially since it relaxed its rules over the admission of new 
names (underwriting members) a few years back in order to try 
and grab as much United States action as it could. Since then, 
New York has formed its own reinsurance market, thereby 
widening and deepening the overall insurance pool but at the 
same time worsening the overcapacity situation. 


time being the insurance capital of the region both in 

terms of the number of insurance companies operating 
in the territory (some 300) and the total collected in premiums 
for general insurance, reinsurance and life assurance (at least 
HK$5 billion (US$755 million annually). Their total assets are 
in excess of HK$10 billion. Many companies came to Hongkong 
— as did banks — because of the relative laxity of official 
regulation, until now. 

This should change somewhat with the gazetting on February 
11 of anew Insurance Companies Ordinance (ICO) which draws 
much, though not all, of its substance from similar insurance 
acts in Britain and is the first serious attempt to regulate the 
industry in Hongkong. As one local official (seconded from 
Britain's Department of Trade) commented last year when the 
ICO was introduced: *Hongkong is an attractive area (for 
insurance) and we want to make it clear we are not going to be 
used." (REVIEW, July, 30, '82). Used Hongkong 
certainly has been in the past with its fair share of insurance 
frauds and companies collapsing, leaving policy-holders in the 
lurch. 


D: Asean’s initiatives, Hongkong remains for the 
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surance authority is 

proper” persons to control insurance.companies.-S 

provisions caused an outery when they were introduced in : 

Britain nearly a decade ago on the grounds that they made the 

insurance authority there "prosecutor, judge and jury." But. ° 

the powerful argument in favour of them is that precaution is 

better than cure when it comes to dealing with individuals — | 

perhaps with a previous criminal record — who might make off | 

with policy- ds before supervisory checks on the 

ith them. Together with powers to 

rs of companies contained in the - 


Hongkong legis 

offenders. 
The ICO alor 

accounts" by in 

financial i 

insurance aut 

it isavailà 

every То у 


i be кыса not only to the 
Oto the registrar of companies where 
scrutiny. This includes periodic (at least 
vestigations which life assurance 
selves to. Not that the accounting 
iform or draconian. They are quite 
nice, of the accounting conventions — 
to be used: (making allowance for. 
nce companies of many different ^ 
Recon) But the idea is to get 


requirements 
lax in the se 
and currencies: 


companies u 
authorities. \ 





insurance funds separate, The ICO also gives the insurance ` 
authority fairly liberal powers of intervention where it has“ 
grounds to think that policy-holders’ funds: are at risk. It will be . 
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built up to back the legislation, ha 


“through Hongkong's 300 or mor 
_ industry a clean bill of heal 


will not help either — and n dout 
emerge from the woodwork,” as on 


that the legislation is there at 
which has occured in the past — 
actually running the company. 
company whose sole asset on 
secured was a luxury yacht, 


oincidentally, the Portug 

Macau is tightening up’ 

same time as Hongkon. 
(on paper at least) as stringent as thos: 
decree law 50/81/M promulgated in D 
Hongkong, require insurance со | 
authorised before they can carry 


required to submit annual accounts and pr 


Cürriculüm relating tọ manager of Ma 


че Britain, the US and веет. ) 
cover statutory reserves and the need to 


to control insurance brokers and agents — at this stage. 1 | 
broking industry is only just beginning to come under: any 
of meaningful control in Britain and elsewh 


robably various Asian countries will want 


f experience there while they.concentrate on tighte 


insurance and reinsurance underwriting. ü 
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Upturn or 


he? A 


catastrop 
photo finish for the fleas 


By Daniel Nelson in London 
Big fleas have little fleas upon their backs to bite 'em. Little 
fleas have smaller fleas and so ad infinitum 


insurance brokers Greig Fester, to underline the diffi- 

culty — he would say impracticability — of supervising 
authorities and auditors satisfying themselves about the security 
of overseas reinsurers. 

Concern with security is widespread which is not surprising, 
given that reinsurance risks are becoming higher and the 
En base smaller. The basic problem is that reinsurance 

as grown considerably since the end of World War II but 
capacity has grown ever 
faster. The number of 
reinsurance companies 
worldwide has risen, in 
round figures from 50 to 
500 but some of the new 
capacity exists largely only 
on paper. Retrocession 
has increased as 
newcomers accept 
business and pass a 
percentage on down the 
linc . . . to other fleas. 

There are other 
problems. Expensive 
technology — for 
example, rigs, satellites 
and supertankers — 
means costly risks, often 
in entirely new areas. 
Even in the City of 
London itself, a flood 
which a few ycars ago 
would be restricted to 
building damage would 
today affect millions of 
pounds worth of computer 
equipment. The openness 
of the London market 
and its relative lack of 
regulatory controls has 
been a major factor in its 
key position in world 
reinsurance. However, it 
has also facilitated a flood 
of new entrants into the 
marketplace which has 
pushed down premiums. 
“The only way to make 
business today is by 
cutting and that makes 
the situation worse," a 
leading underwriter told 
the REVIEW. “The situation is really quite serious. There are 
too many people trying to get a share of a pot which doesn't 
exist." As a result, reinsurance expertise has become very thinly 
spread — some say dangerously so. 

*There are too many reinsurers who do not know what they 
are doing or why," wrote G. W. Mitchell in a recent issue of 
The Underwriters Post. His is not a lone voice. London is better 
off than most centres in its concentration of talent but even 
here there is concern about certain trends, including the rise of 
underwriting agencies — though the very shortage of expertise 
can be used as an argument in their favour. “There are few 
AA 


T he rhyme is quoted by J. T. Andrews, director of re- 








enough competent reinsurance underwriters around, heaven 
knows," says Andrews, “апа to me it makes a lot of sense that 
some of them should act for several reinsurers instead of being 
company officials." 

But the agencies form yet another link in an increasingly long 
and complex chain. Contracts often include clauses allowing 
the agent to blind risks for one principle or another (with 
internal reinsurance) or even to reinsure all of a risk. 

A number of foreign companies have experienced difficulties 
after deciding to become involved in the action without setting 
up a subsidiary. They approach an agency often without 
knowledge of the agent's competence or even his honesty: the 

South Koreans are 
among those who have 
been burned in this 
way. 

Scandals are never 
good for business. 
When Ian Hay Davison 
was appointed the first 
chief executive of 
Lloyd's insurance 
market he let it be 
known that a review of 
reinsurance activity 
would be a priority. 
New York insurance 
commissioner Albert 
Lewis has warned that 
if the British 
authorities do not act 
quickly to protect the 
market and restore 
international 
confidence following 
the series of disclosures 
of 1982, the United 
States could eventually 
insist on business 
remaining in the 
domestic market rather 
than being placed in 
London. With almost 
50% of Lloyd's 
business originating 
from the US, this is a 
serious threat. But 
there is no evidence 
that the tales of 
corruption and sharp 
practice which scarred 
Lloyd's last year, have 
had any impact on the 
amount of reinsurance 
placed in London, 
Lloyd's is basically a sound financial structure and is already 
implementing reforms to curb underwriting abuses arising from 
conflicts of interest. However, a private report published on 
February 14 recommends still greater disclosure to avoid blood- 
letting at periodic intervals. ; 

Nevertheless, scandals are unwelcome at a time when Lloyd's 
is fighting to maintain its share of an increasingly protectionist 
US market; and when it is facing competition from alternative 
markets such as offshore centres like Bermuda. 

All these factors — acute, possibly rash, competition; excess 
capacity; declining technical standards; rising risks; unethical 
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ractices, as well as problems arising from a general blurring of П 
the lines between insurance and esc ada: have left а INSURANCE '83 
reputable reinsurers “very worried about the results being 
turned in,” in the words of an executive at Mercantile and REINSURANCE/JAPAN 
General Reinsurance. “We hope there will be a contraction in ЖЧТ ТИЛҮҮ RETE ZIEL 
the market," he added. 3 

Officials at the Department of Trade, responsible for Fore ers 
supervision, confirm that they too are becoming concerned. 
Rules designed to elicit the extent to which cedants depend on 
particular reinsurers were introduced recently. A second set of ost 
rules should be ready by April, covering the extent to which a 111 


reinsurer depends on business steered towards him from one 


or two cedants and also attempting to obtain further information 9 
on reinsurance experience in certain types of business. ris 
Downturns in the market and scandals weaken opposition to 


the department's intervention, which is directed at solvency 2 E 

rather than rate-making. “While business is ticking away happily | By Julia Elcock in Tokyo 

it's difficult to get changes," commented a department n Sunday February 28, residents in and around Tokyo 
spokesman. “Тһе question we have to ask is whether it is a time- Orv: jolted by one of the worst earth tremors the area 
bomb ticking away.” He said the department was not fully has felt in the past few years. Measuring four on the 


satisfied with its supervisory methods and he thought that “the Japanese scale of seven, the quake set buildings swaying and, 
more interventionist and more aggressive approach adopted in in some cases, belongings flying. It was not the major 
the US is the way we must go.” earthquake that people in the area always dread — just an 
The industry is ambivalent about supervision. It unpleasant appetiser. Nevertheless, it left 11 people slightly 
acknowledges strains in the reinsurance chain but, says injured. 
Andrews, “government departments are in danger of putting There is no question that the area will one day have another 
sand in the works." earthquake on the same scale as the great Kanto earthquake of 
The Department of Trade considers that trading results give 1923. This quake and the fires which followed it shattered 
no cause for alarm — an assessment not fully shared by the Yokohama and Tokyo. It killed more than 100,000 people and 


industry itself — but fears that high interest rates have artificially | caused property damage then estimated at more than Y 10 
coloured the picture because of profits 
generated from investing premiums: “The 
newer, foreign companies are a problem area. 
What will happen when interest rates go down 
or а big loss strikes?" 

There are signs, however, that the market is 
beginning to react to cutthroat competition 
and overcapacity. Disappointment over certain 
categories of cover is lending to hesitation: 
marine is one such example. 

A number of reinsurers are reportedly 
deviating from the market trend even at the 
risk of losing business: the Victory Insurance 
Co. of London, for example, told the REVIEW 
that for the 1982-83 renewal season it has 
“pursued a conscious policy of renewing only 
business with reasonable rates. This action with 
Victory’s professional approach to proper 
contract wordings and financial administration 
contribute to the efforts to reinforce standards 
in reinsurance transactions.” A less encouraging 
indication of hard times is an increase in 
litigiousness and delays in payment of claims. 

The Reinsurance Office Association (ROA) 
has urged companies to take a tougher stand on 
1983 renewals. It placed some of the blame for 
poor results in proportional treaty business on 








the large international reinsurers “who as a rule, on a direct billion (US$419 million). In a catastrophe-prone country, 
basis and with longstanding relationships, dominate certain Japanese companies are reluctant to sell earthquake insurance 
markets, It is not easy for smaller reinsurers to obtain what to industry and are even now trying to cut back. While 
they feel is right or to insist on improvement in terms and earthquake insurance for householders is reinsured under a 
conditions when faced with a 30-40% lead by a large reinsurer special government scheme, the major part of the industrial 
dealing direct with the ceding company.” risk — perhaps around 80% — is passed on to foreign reinsurers 
Many reinsurers feel that their end of the business has been by Japan’s 20 non-life companies. A serious quake in the Tokyo 
subsidising the direct market for the past two or three years area will savage the industry concentrated here. It is estimated 
and that, if reserves begin to be whittled away, the direct market that earthquake insurance in Zone Five, which covers the area 
may find itself without full protection and will have to cut back. around Tokyo and Yokohama, had risen to around ¥520 billion 
Part of the answer, they argue, is an economic upturn. “When at the end of March last year. The insurance generally covers 
that comes” said a spokesman for the ROA, “a lot of the 30% of the full value of facilities. 
problems will sort themselves out.” Foreign reinsurers are not willing to handle earthquake 
It may be a race between an upturn and a castastrophe. In business only and demand other business to sweeten the 
the careful words of a Department of Trade official: “A deal. The other categories of reinsurance ceded abroad from 
catastrophe now, on top of existing problems, would bring a Japan include marine business, as well as accident, 
lot of difficulties.” One underwriter agreed, but added: “Yes, motor vehicle, aviation, machinery, atomic energy, storm 
but a catastrophe might also force some sense back into the and flood, workmens’ compensation and even steam 
business." g boilers. 
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ap 
to ж 183 billion of gross: premium 
rising steadily over the past y 










| Мапу companies are relying on income from investments to” 

| subsidise their losses on reinsurance because cut-throat” 

: competition has sent rates plunging. Japan, too, has felt the 
pinch and; аз both insürers and reinsurers, companies are seeing 
little growth i in fire and motor vehicle insurance business. While 
. insurers are trying to boost sales of property and casualty =` 
insurance, its share of the reinsurance market is small. 


on the year before. “Foreign. reins 
s in the Japanese market slashed 
ars, partly due to recent hea’ 
two air crashes, a fire at one of Tokyo’ 5 "e hotels and. 
effects of last year's typhoo! s 5 
Nevertheless, foreign reinsurers do 
unterparts which take on business from abroad. Although 
premiums accepted from foreign countries have bee But this does not mean that Japanese firms are disappearing 
ng steadily — from unde #1 in fiscal 197 5 |. from foreign markets. In May last year Tokio Marine and Fire, 
333 billion in fiscal 1981 — clai issions hav “| which does the largest share of international reinsurance 
eant that Japanese reinsurers.earned Only Y12.5 billion in business among the Japanese non-life companies, opened a 
80. While this was a large improvement on the paltry #7 subsidiary in Zurich. A few months’ later it opened a London 
оп earned the. previous year, itis still a long way from the: i branch office in a quest for more business. 
0 billion balance in 1977. 8 Brokers say Japanese firms are aggressive intetaationally 
‘Competition in the past for profitable Japanese reinsurance and can offer extremely low rates for business they want. 
1511—55 has been tough mainly because so many foreign However, one Japanese reinsurer points out that his fellows © 
mpanies wanted a share. While there are only three foreign tend to follow the flag abroad as Japanese companies overseas; 
surers represented in Japan, visiting London brokers һауе | “We also have to consider our relations with that company here 
ast channelled much business to Japan, but sources of in Japan,” he said. “In such cases we may sometimes quote а 
s аге gradually diversifying. rather low rate in the hope that we can obtain their other ` 
запеѕе reinsurers have complained that they didnot always..| business back home.” : 
ually profitable reinsurance business in return from the Meanwhile, foreign reinsurers have helped to open one new 
reigners. To some extent they themselves may have been to ^ | but small market in Japan's life assurance-market. Lastsummer, 
ame, according to foreign brokers. Inexperienced to begin . Japanese life-assurance companies began to offer insurance to: 
ith; Japanese reinsurers did not always know what questions . |. individuals who have had cancer or other serious illnesses but 
ask. They do now, though. : who have been cured. Previously this group found it difficult if 
lo ever because of the ut the: real st of business mpossible to get coverage. However, Japan’s larger 
é | mpanies decided to reinsure the risk abroad with 
. companies which had: more information and background in the 
be slowing down their reinsurance Куйон, if no it the moment only around 2, 000 policies a year are 
g from the market altogether. sold, say brokers. @ 
































































me toa regulatory ornet арап truant reinsurers 
clients. Much of the fire will be directed against foreign 


to exclude companies from the US market that 
' | through the auditing ргосейигез most states 
Edith Terry i in New York require before they will authorise centes for reinsurance. 
einsurers in the United States started 1983 with a d vers is now estimated at a third above the level of 
fervent prayer for relief from price competition that T and foreign companies have contributed to it by piling 
has plunged premium rat to sickening new lows: 1982: |. into the US market, a trend that has slowed only in the past 
he fourth straight year in which the US$10 billion. industry - | two years. E 
'eraged returns below the break- barring: |... Foreign insurers dominate the international side of the US 
les, the Chinese Year of the Pig will see a few roasts among . |. market. The second largest US reinsurer is a subsidiary of Swiss 
panies with poorly calculated or ill-starred exposures. | Reinsurance Corp. and in 1981, for the seventh consecutive 
iere are quite à few companies I'm seriously worried about," . year, the US Department of Commerce reported a sizable 
said one well-informed observer, estimating that 40% of . deficit in international reinsurance transactions. The net 
reinsurance on the market cannot be collected "either because | outflow. was US$672.5 million, with foreign reinsurers writing a 
of inadequate reserves ог because they never intended to pay record US$2.04 billion in US premiums. 
in the first place." State insurance commissioners and their industry 
, Just a few weeks ago, a New Jersey insurer announced it wai counterparts alike deny that they һауе any axe to grind with 
creasing the size of its reserves because of doubts about the top-flight licensed foreign reinsurers such as North American/ 
ability of its reinsurer to cover losses it was committed to. That Swiss or Munich Reinsurance Corp. Their complaint is with 
could be the beginning of a crackdown among primary insurers | unlicensed companies — by definition foreign — which, they 
ipainst reinsurers with less-than-certain financial claim, are writing about 25% of the total and have been largely 
erpinnings: Many insurers are already looking at firmer responsible for the business failures of the past six months. 
elines for contracting out risk exposure. Starting last autumn, the US industry has wrestled with the 
Security is the most important item on people's agendas question of why, when and how to regulate a business that up 
is year," says one-reinsurance executive: Last year, a series to now Has. had virtually no rules and indeed; thrives where its 
of flamboyant swindles shook the confidence of the industry clients — the primary insurers — fear to tread. This year will 
uch'the way the Howden and Minet Holdings scandals have almost certainly sce tighter enforcementof accounting penalties 
rocked Lloyd's of London — though events in Europe have for doing business with non-admitted reinsurers — companies - 
attracted more general attention. registered out-of-state or foreign companies — by state 
Buyers of reinsurance are expected to begin shunning risk insurance departments and may see the introduction of 
partners with less than U lion in s =the reserves | legislation requiring the licensing of foreign reinsurers. New: 
that companies keep on hand to :t los: | n they York's insur epart f ready pushed through a 










































disclosure code for reinsurance brokers and other states may 
follow. 

By eliminating companies with uncertain credentials, the 
hope is that the licensed companies that remain will begin a 
concerted drive to restore premium rates to profit-making 
levels. “As companies continue to experience very poor results 
‚. . the net result is that they will begin to harden prices," says 
Franklin W. Nutter, president of the Reinsurance Association 
of America (КАА), a trade association representing some 80% 
of business done by professional reinsurers. 

Such reasoning may prove little comfort, however, to 
corporate treasurers who are now, on average, facing combined 
underwriting ratios of 115% or more, up from an industry 
average of 11096 in 1981. A standard measure of performance 
in the industry — the combined ratio — is the sum of the ratio 
of underwriting expenses to premiums written and the ratio of 
loss expenses to premiums earned, with 100% representing the 
break-even point. That means that corporations last year were 
spending some US$115 for every US$100 of premium 
earnings. 

The damage is not evenly spread: the largest reinsurer in the 
US, General Reinsurance Corp., barely slipped into the danger 
zone in earnings reported in early February with a combined 
ratio of 101.7895, up from 99.09% іп 1981. And the biggest 
loss-maker among the top five in 1981, American Reinsurance 


"ы < 


US landslide near 


Corp., managed through a combination of new programmes 
and increased premium volume to bring its combined ratio down 
from 114.2% two years ago to 113.8% last year. 

But the fact remains that the industry is suffering, and nearly 
every observer believes that the decline will continue this year 
despite signs of recovery in the domestic economy. In a mid-year 
survey last October conducted by the leading trade newspaper, 
Business Insurer, not one of the top 20 reinsurers had combined 
ratios below 100% and only five had succeeded in bringing losses 
down from the mid-vear 1981 levels. In RAA's 1981 annual 
survey of some 124 reinsurers, US companies specialising in 
reinsurance and reinsurance operations of the risk majors, only 
three companies with premium volumes greater than US$50 
million were in the black. 

Ironically, the decline in commercial interest rates that began 
last summer has made the reinsurers' position even more 
precarious. A breath of hope for manufacturers, property 
brokers and the retail trade, the interest rate slide has chilled 
high investment yields that reinsurers have been using for the 
past several years to offset underwriting losses. Even the 
industry stalwart, General, dipped US$3 million into the red in 
1982 on its investment placements. Few believe that if interest 
rates continue their downward progress either the stockmarket 
boom or reduced inflation will offset the damage. 
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rancisco: reinsurers are slipping into the danger zone. 
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Behind the new enthusiasm for security lies a perception 
that overcapacity in the industry is pushing companies to take 
on more exposure than thev have reserves to meet, 


the past year the US industry has had to cope with a 
series of dramatic exposes of fraudulent reinsurance 
schemes involving offshore companies. Among recent traumas, 

the collapse of a Panamanian reinsurer, Promontora de 
Occidente de Panama, S. A. last August shocked the industry. 
In December, at their quarterly meeting in Dallas, state 
insurance commissioners were mesmerised by a 140-page 
account of the Kenilworth reinsurance scam in which now- 
convicted entrepreneur Jack Goepfert took the Illinois-based 
insurance company for some US$40 million in phony 
reinsurance business. 

The revelations have led, so far, to the establishment of 
watchdog forces by the National Association of Insurance 
Commissioners (Naic) and by several states, including 
California. In October, New York passed Regulation 98 — 
requiring reinsurance intermediaries to document transactions 
— and has tabled an even more controversial rule, Regulation 
82, which would sharply curtail the practice 
of fronting (in which a primary reinsurer 
agrees to cede business to out-of-state 
companies). Few in the US industry go as 
far as New York's insurance commissioner, 
Albert Lewis, who describes unlicensed 
foreign companies as floating in and out of 
the US market “like pirates on the high 
seas." But even RAA, normally a voice for 
the industry's laissez-faire preferences, is 
pushing for model reinsurance legislation 
that could force all foreign reinsurers to be 
licensed in at least one state. 

The RAA proposal, which may be 
presented to state insurance commissioners 
next March, calls for tighter standards in 
applying an accounting rule by which 
primary insurers (ceding companies) are 
granted credit on their financial statements 
only for risk contracts shared with licensed 
partners. The company writing direct 
(primary) insurance is then able to free up 
its reserves by the amount it has ceded out 
or reinsured. For unlicensed companies, 
the practice in many states is to seek an 
unrestricted letter-of credit or trust fund 
equal to the amount of the reinsurer's 
liability as security against default. RAA wants that practice 
legislated or at least enforced with uniformity. 

Two years ago, when Naic's list of non-admitted reinsurers 
fell into abeyance, there were about 130 compared to some 75 
licensed exclusive reinsurers — both foreign and domestic — 
and about twice the number of insurance companies handling a 
substantial volume of reinsurance business. The number is 
probably about the same now, since growth in the industry as а 
whole has slowed from the 15% annual rate of the late 1970s to 
about 4% and néw entrants to the marketplace are rare. 

“Our aim is not to impose absolute barriers to doing business, 
but to set up adequate safeguards," says Wesley J. Kinder, 
president of Fremont Insurance Co. and chairman of the RAA 
committee formulating the proposal. RAA's Nutter believes 
that regulators have been slack in applying the credit rule and 
that self-restraint on the part of the private sector is a better 
answer to problems than Lewis' paperwork-heavy approach. 
“If anything, 1983 will be the year that companies move to set 
up procedures to better evaluate security." 

Still, in a year when profit lines are sagging, it may be natural 
for the US industry to throw up a barrier or two against foreign 
competition. Nutter says: “We all agree that a large portion of 
competition has come from foreign companies coming into the 
US." 


S uch scepticism has become widespread. Like Lloyd’s, in 
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роуа! is often thought to be synonymous with marine 
nsurance. The пате itself conjures up visions of a'státe- 
; corporate ship manned by gentlemen 
luggish to respond to the helm, tautly 











































alled into question th ‘integrity of Lloyd’s itself, and sparked 
mpetition from quarters that would not have been dreamed 
of a decade ago. 

_ Problems have been building up for some time as it has ^ 
come an all too common custóm for claims to be settled — 
regardless of теті ~ on the courtroom steps simply to hold 
to the money and interest. In fact a ruling was made i insisting 
payment of interest on claims to try to reduce this practice. 
ther, the insurance industry itself has been rocked by 
echnology: risks such as computers, aircraft and offshore oil 
igs are on entirely different technological and financial scales 
io those hitherto experienced by the industry. = 
However, the real problem has been with Lloyd’ s: own 
rganisation. It has simply ; 
come too inbred with 
rokers, syndicates and 
'einsurance companies + 
ill sharing the same goals, 
terests and occasionally” 
ds and shareholders. 














raditionally funnelled: || 
e insurance interests ' 
ime Street, London — 
home of the .— i 


ich does no actual = 
riting but provides 
ties for its members: 
corporation is run 
the Lloyd's Committee’ 
ich traditionally has 
rawn its membership 
rom Lloyd's underwriters 
о write policies on their 
naccount but are — — 
ject to an annual audit to verify that each has assets sufficient 
) meet his liabilities and that his premiums are placed in trust 
1 accordance with Lloyd's Trust Deed. Although underwriters 
rade on their own account they generally form into syndicates, 
emselves controlled by a number of larger houses by virtue 
their management position. These management companies 
also in the position of placing reinsurance with other 
urance groups. In special areas suchas war risk, Lioyd's holds 
ore than 9076 of the market. 
‘Although the incestuous nature of insurance is well known, 
conduct of Lloyd’s has been prédicated on the belief that 
-regulation was infinitely more desirable than legislation. 
Most of Lloyd's previous problems have been cases of simply 
acking the wrong risk or inadequate homework. But the heavy 
eather Lloyd’s has encountered since 1982 calls into question 
the security of the frail craft itself. 
Problems began in earnest in mid-1982 when the large United 
tates brokerage firm. Alexander and Alexander bought the 
‘substantial British brokerage house of Alexander Howden. In 
the course of going over Howden’s books, accountants for 
Alexander and Alexander discovered some very unusual 
- irregularities amounting to US$50 million. It appeared to 
Alexander and Alexander that the chairman of Howden, three 
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;. company interests. His position led to his split with this 
ү. employers in 1982 and made him the champion of the brokers 
| on Lime Street: Posgate was later suspended and thus supposed 
` to be neither renewing nor seeking new reinsurance but had 





Philippines vessel in trouble: shipowners’ confidence in insurance has been shaken. " 





T the 1982 Lloyd's Act, the powe 





E 
advocating a split between the brokers and their insurance - 


nevertheless been doing so. The Howden affair was further 
punctuated by two more investigation, one into Minet Holdings, 
a large brokerage, and the other into Findentia Marine 
Insurance. The flurry of suits and counter-suits (Posgate had 
already levelled one at Howden) has undoubtedly shaken the 
confidence that shipowners have in Lloyd’s. It is a difficult 
situation because much of the problem is open to interpretation 
since what might be immoral from an insurance point of view 
might пої be necessarily illegal. 

The affair has had its effect. Currently, US-hull undetériters 
are launching an offensive to grab some of Lloyd's traditional 
business. The first salvoes were fired in Greece and US. - 
underwriters would dearly like to add the Greek tonnage to 
their accounts. Lloyd's did not let the volleys go unanswered 
and hinted that the Americans should not be too surprised if 
they find reinsurance in London a harder prospect. 

War risk insurance has also proved to be a major problem 
for Lloyd's. Ships. trapped at the beginning of the Iraq-Iran war 
fadt béen sold various conflicting policies and Lloyd's, as a 

| result, was slow in paying 
off claims until an’ 
|. arbitration decision . 
(REVIEW, Apr. 30, '82) 
en reached. Even 
vitl ision, the war 
as proved to be difficult 
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nstitute of London 
‘Underwriters and Lloyd's 
Marine Underwriters said 
that war risk insurance. 
premiums would have to 
be negotiated individually 
cover each voyage to Kharg 
Island and all other 
Iranian ports. 
The Iranians, who 
obviously stand to lose 
the most from these prohibitively high insurance rates; hàve 
said they will provide their own insurance to foreign vessels at 
1% of the vessel's value. Although this is a bargain compared 
to London rates, the real question is whether Iran could afford 
to pay claims, should a couple of tankers get bombed at the 
Kharg oil terminal. 

Lloyd's, true to form, has belatedly put the helm over in 
response to the problem. A special Lloyd's committee 
(appointed nearly three years ago) has made recommendations 
that would prevent another Howden-like affair. At the heart of 
the recommendations are provisions that there should be some 
minimum standards of disclosure and that any related ` 
transaction by the syndicate — such as reinsurance deals — 
should be disclosed. Finally the composition of the committee 
is to be changed. 
Under the new system, more than.30% of the committee will 

be composed of non-involved City of London men with 
appointments approved by the Bank of England. Finally, under: =. 
the syndicates will be broken ^ 
and conglomerates of power, like. Howden, will not be allowed 
to exist. The flagship of the insurance industry is coming about 
but, with new rivals and new technologies, the question is 
whether it has tacked too late. Їй 
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Thunderstorm collision: damage like this can sometimes cost insurers more than a big crash. 


US dead are worth more 


By Michael Westlake r Hongkong 


he potential for disaster which might engulf the entire 
T aviation insurance market, as well as those directly 

involved in a major airline accident, is all too obvious. 
Consider the example often touted in Hongkong: that of a 
Boeing 747 full of fuel and 350 passengers crashing on take-off 
into the densely populated area north of Kai Tak airport. Apart 
from the insured value of the aircraft and its contents, assume 
that in the firestorm which might ensue some 50,000 people 
(quite possibly a very low estimate) died and many businesses, 
factories and homes were destroyed: the total payout could 
well exceed US$500 billion. 

The example more commonly quoted among insurers is that 
of two wide-bodied aircraft, carrying between them some 700 
passengers, colliding and then falling into a crowded football 
stadium beneath the approach pattern to an airport in the 
United States. The value of the hull of each aircraft could 
approach US$100 million at today's prices for new aircraft — 
which obviously would also apply in the case of a crash at Kai 
Tak. What makes the difference is that, as a result of US court 
decisions in cases involving air crash deaths, in the necessarily 
ghoulish assessment of the actuarial world the average US life 
is currently valued at about US$500,000: others, in particular 
Europeans, come cheaper at about US$75,000 each. 

Luckily, neither of these two catastrophes has yet occurred 
which is particularly good news for aviation insurers because 
only since late 1982 has their market begun to pull itself out of 
a situation remarkably similar to that of the airlines themselves 
— uneconomical, low rates brought about to a large extent by 
too much competition in a market with too much capacity. 

As pointed out by a special survey in Lloyd's List last year, 
the aviation insurance business has come a long way in a short 
time. Orville Wright made the first powered flight in 1903 and 
by 1910 insurers were offering coverage for rudimentary flying 
machines of that time. In 1912 the insured value of a Blériot 
monoplane was £1,000 (then about US$5,000). 

The beginnings of commercial airline flying in 1919 were 
matched by the formation of White Cross Aviation Insurance 
Agency, which involved some Lloyd's syndicates: subsequently, 
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the concept of co-insurance of aviation risks through pools of 
insurers spread from Britain to the US and eventually, in the 
1930s, pools were also created in several European countries, 
often relying on the London market's support through re- 
insurance. 

However, the early stages of the most dramatic expansion of 
the market resulted from the introduction of jet aircraft in 1952. 
By 1959, according to Lloyd's List, 160 jet aircraft had been 
delivered to airlines. In 1969, when the Boeing 747 first came 
into service, the total had risen to 3,550. The airlines had over 
the years to 1979 accepted 6,400 jet aircraft, of which 950 were 
wide-bodied. In 1981 these totals were estimated at 7,300 and 
1,260 respectively. It was also calculated that the airlines carried 
728 million passengers in 1981. 

In the latter days of the supremacy of the narrow-bodies such 
as the DC8 and the Boeing 707, maximum insured value of an 
aircraft hull was about US$12.5 million. With the arrival of the 
wide-bodies, this rose to US$35 million and has kept on rising. 
Liability insurance to cover third parties can total seven times 
this amount, so the size of risks insured by major airlines is 
huge. 

Some nasty shocks in the early days of passenger aircraft 
brought severe caution when wide-bodies were introduced, 
with premiums at about 1% of hull value for a US-operated 
aircraft and about 3% for a non-US aircraft. The International 
Air Transport Association (LATA) tried in 1969 to overcome 
the lack of insurance capacity to handle the wide-bodied era by 
creating two so-called captive insurance companies to reduce 
premiums, on the basis that ТАТА members would provide a 
good spread of risk, but the commercial market responded so 
fast with its own proposals that this idea never took off. 

Rapid expansion of the airline industry in the early 1970s 
brought an improvement in accident statistics and a wider 
spread of risk, thus making the insurance market more attractive 
to enter and pulling rates down to the point where, in real terms 
in 1981, hull insurance rates were about 10% of the 1969 
premiums for a major airline's wide-bodied aircraft. The 
descent into loss-making, of which all were aware, continued 
throughout this period, despite the sharp lesson of the world's 
worst aviation accident at Tenerife in 1977 when two 747s 
collided on a foggy runway and 583 people died. 

However, because of the difference in value between US 
and other lives, Tenerife was not as expensive as it might have 
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been: the victims were mostly non-US citizens. In these terms, 
the DC10 disaster at Chicago in 1979 was far worse because 
the passengers were mostly US businessmen. This accident, 
plus two other wide-body accidents — at Mexico City and at 
Mt Erebus in Antarctica — the same year, plus a rash of partial 
losses from damage caused by tyre failures, engine ingestion 
and minor but expensive collisions with ground-handling 
equipment, brought a payout for 1979 of about 200% of 
premium income, or US$1.2 billion. Even so, overcapacity and 
to some extent the ability of insurers to cover aviation losses 
with profits from other, larger markets — such as shipping — 
meant that there was still no cohesive move to bump up the 
rates to a realistic level. 

It is impossible to give up-to-date figures on aviation 
insurance losses because insurers can only close their books for 
any given year when all claims have been settled, something 
that, if court proceedings drag on, can be several years after 
the accident. However, to give an idea of the scale of the 
problem, a Boeing 747 crash in Seoul in 1980, in which 13 people 
died, accounted for in the region of a quarter of that year's total 
claims. Hull claims alone for 1981 totalled US$185 million, and 
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t all accidents are as bad as they look: everyone escaped fro 





by mid-1982 the hull-claims total had already reached US$135 
million. 

Even so, hull insurance has generally been regarded as a loss- 
leader, with liability insurance either making a profit or just 
breaking even. It is the expense involved in what to a layman 
might seem relatively minor incidents which destroys these 
possible profits. For example: an abandoned take-off which 
wrecks an entire set of tyres, wheels and brakes and throws 
large lumps of tyre tread forward to be ingested by an engine 
which then has to be replaced; a fuel truck which makes a 
careless turn below a wing and crunches into a set of flaps or a 
set of air-stairs driven carelessly to punch through an aircraft’s 
skin. 


cleaning action in 1981. Although rates themselves were 

by and large left much as they were, the deductibles — 
what the motorist knows as excess payments — made a steep 
jump. Deductibles for partial losses in taxi-ing, during flight or 
for engine damage caused by ingestion of foreign objects were 
previously the lower of US$250,000 or 1% of hull value. In 
1981 these rose to the higher of US$500,000 on 1% of hull value 
with engine-ingestion damage dealt with separately at 1% of 
hull value and a minimum allowable claim of US$600,000 per 
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to a much larger extent with an insurance sub-market in the 
self-insurance business. 

In the latter part of 1982 the aviation insurance industry set 
about putting the rest of its house in order by taking action on 
rates. At the same time it cleared up an historical anomaly — 
the disparity between premiums for US carriers and airlines 
elsewhere in the world. This occurred not merely because the 
rest of the world had improved its safety record to the extent 
that it is now as good as the US (or, more likely in actuarial 
terms, no worse), but probably more due to the massive payouts 
to accident victims' families mandated by courts in the US, 
particularly in California. It is even possible that the disparity 
may reverse itself, with US rates ending up higher than those 
for airlines elsewhere because of a US Supreme Court decision 
limiting access to US courts by non-resident plaintiffs. 

In 1982 premiums increased by 1-2% in many cases but much 
higher rates were applied, particularly in the US: in July 1982 
five US carriers had their rates raised by 13-29%. As previously, 
the basis of the rates is revenue passenger-miles estimated at 
the start of a year, with an adjustment at the end of the year. 
Some airlines now self-insure to the extent of US$10-20 million, 
though hull-value premiums for a Boeing 747 can still be as low 
as 0.2-0.3% for an airline with a good record or as high as 1.5- 
2% , with the majority of airlines 
paying less than 1%. 

Whether these changes will be 
enough remains to be seen. The 
airline industry isstillin the doldrums, 
so more large rate shifts cannot be 
imposed without heavy impact on 
already tattered finances. Economics 
— particularly the price of fuel — had 
forced out of the air many of the older 
narrow-bodies which should have 
raised the total insurable value of the 
world's fleet anyway, but the past 
two years have also put a huge fleet 
of wide-bodies into long-term 
storage. Airlines are in a financial 
bind when it comes to replacing fleets 
with newer high-technology aircraft, 
so the overall value of the world fleet 
should be dropping. Whether this 
will have any effect on rate-setting is 
not yet known, but it will certainly 
put more pressure on an industry still 
beset with problems. 

Rates outside the US may end up 
lower than those within, but 
regulations established there last year 
now demand heavier liability 
coverage for airlines flying to US destinations. Such carriers 
must now be able to show evidence of coverage of up to 
US$300,00 per passenger seat, times 75% of the seats in the 
fleet's largest aircraft, plus US$20 million coverage for third 
parties. It is not just airlines which are hoping for economic relief 
with the much-touted prospects of the end of the world recession, 
along with the much more recent bonus of a drop in oil prices. 
The insurance market is said by many now to be matching 
capacity at least roughly to demand. But the level of profitability 
in the aviation insurance industry remains tied to the airlines’ 
financial health, unless other forms of insurance business are to 
continue subsidising aviation risks. 

Not unnaturally, insurers are not merely standing around to 
see which way the airlines' wheels of fortune spin. They have 
already blasted off in a totally new direction — space. According 
to Lloyd's list, 10 years ago the insured value of a satellite- 
launching was about US$20 million. Today this has risen to 
more than US$100 million, with the obvious prospect of higher 
values to come. As technology develops, so does the insurance 
industry and as new corners develop in a market, so new 
entrants will be found for each sub-market — always presuming, 
of course, that a major disaster does not wipe out a large section 
of the market. But then, naturally, the risk-business must 
necessarily take risks itself. 
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buddies and to sponsor a. large 
expensive party. tual Fire and Marine Insura 
Corp. now offers c or such an eventuality to help 
indemnify the police Only a few:years ago, МОЕ wo 
have frowned o ous exercise, but the sheer siz 
among other things 3 anese insurance market 

portends change. ` 

Heading into the 1980s, Ja apan 'sshare of total world insurance 
premiums was just below 1096; a distant second to the United 
States 50%-р1и$, but stilla #4. 5 trillion (US$19 billion) market. 
Japan is the only country; moreover, where life-assurance 
premiums exceed non-life premiums — infact, they.are more 
than double non-life premiums. In other countries, life- 
assurance premiums range between 25-40% of {Stal premiums. 
This anomaly leads some experts to suggest that the Japanese 
market has great potential growth ahead. "There'is no reason 
to believe that Japan's 10% share of the world market can’t’ 
double in the next 15 to 20 years," says Robert Collins, vice- 
president of American International Assurance Со. , a member 
ofthe ATU group... 

Others are not so bullish on Japan’ s prospects. “We ate now 
entering an era of low growth,” says Daiji Imai, a manager at 
Tokio Marine and Fire Insurance Co. “Up to 1980 we enjoyed 
double-digit growth [within the industry] but it has slowed to 
one-digit since then." Net premium growth in the non-life sector 
grew 5.9% in the fiscal year ended March.31, 1981, only 3.5% 
the next year while the present fiscal year is expected to post 
only slightly higher growth than last year. "The outlook is not 
good even beyond this fiscal year and over the longer term," 
says Hiroshi Akakura, director of MoF's first insurance 
division. 

Despite divergence of views on business prospects, several 
characterisations and trends can be identified: 

> Life-assurance coverage in Japan is the highest in the 
world, with 92% of households covered. Annual premiums 
average Y 331,000 or 7.4% of annual income of ¥4.75 million. 

» Life-assurance contracts at the end of March 1982 totalled 
3643 trillion, with a moderate increase expected for the current 
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>» Because flexibility in both ratés and poli i 
strictly. circumscribed by formal and informal МОЕ guid 
price competition is not much of a factor within the indu: 
According to a 1981 report prepared by the US Embassy i 
Tokyo, companies "have been keenly compe 
other for sales volume expansion, rather than com 
providing unique policies and services to consumers." = 

» Foreign companies hold about a 3% market share: 
insurance sector in Japan, the:same as foreign banks im the 
banking sector. Although the US trade representative's offi 
has made.noises in the past about discrimination against. US. 
and other foreign companies operating in Japan, there is litt 
evidence to support that view. "I:don't think we basically 
consider ourselves to be discriminated against,” says Ronal 
Hugel of INA International Corp. “The market is somewha 
limited because of large corporations and their captive insuran 
companies, but we have been able to provide coverage for no 
affiliated big companies.’ 

» Competition is likely to increase in both the life and no: 
life sectors. This is partly due to market saturation, partly du 
to competition from the postal-savings- system life assurance: 
and from so-called fraternal insurers — in the non-life sector, 
for example, a nationwide federation of labourers’ mutual-aid: 
societies which has 12 million members. : 

> Overseas activities, in both business operations and 
investment, are likely to be increased gradually by major 
Japanese life-assurance firms whose activities have been 
minimal until recently. Additionally, insurance companies 
generally will increase the securities portion of their portfolio: 
at the expense of loans and will include purchases of both stocks 
and bonds. 

At present, the US i insurance market is in tremendous ~~. 








expired. js e t 
Consumers are also becoming increasingly aware-of their: | 
insurance needs, while underwriters themselves are developing 






tend to accept foreign insurers more readily than do Japanese | 
corporations; J, for instance, cites 80% of business for 
personal lines: in other nations, the ratio is closer to 50:50 
between personal and corporate. — 
oreigners have additional privileges. A foreign insurer can 
write а higher earthquake indemnity on a purely foreign entity 
doing business in Japan than can a Japanese insurer. Foreigners 
can also issue some policy forms in English, while all forms by 
panese firms must be in Japanese. 
panese insurers remain highly competitive, however, 
cause. they are adept at skills other than rates or policy. - 
onditions. Their entire orientation to service woos many 
customers. Some 80% of life-assurance policies are sold by 
saleswomen, mostly housewives exclusively eniployed by one 
company. They trudge door-to-door round their neighbourhood 
pitalising on all possible personal and professional 
ationships. In the non-life sector, a Japanese company 
utinely would send its experts to an insuree's factory to advise 
to install sprinklers to reduce the risk of fire, or run 

ucation classes on plant safety for blue-collar workers: 
More important, major Japanese insurers enjoy time-testéd 
ie-ups with the Zaibatsu, the big business groups — Tokio 
Marine and Fire is affiliated with the Mitsubishi group; Taisho 
arine and Fire with Mitsui. It is difficult for other Japanese 
'ompanies, let alone foreign entities, to make much headway 
gainst these networks. 
Akakura recommends several options for Japanese life- 
issurance companies to cope with more difficult business 
onditions ahead. Writing in Business Japan in January, he 

ys it is necessary for life-assurance companies to switch their 
mphasis from quantitative expansion to qualitative 
provement including, for example, annuity policies. 
Management efficiency must be improved, he adds, along with 
methods of asset investment (at the end of:March 1982, 
apanese life-assurance companies exceeded ¥ 30 trillion in 
Ssets). : 
Recently, life-assurance companies have devoted 60% of ` 
their asset investment to loan, 30% to securities, 5% to property 
гапа the rest to miscellaneous deposits, Specifically, in the fiscal 
year ended March 31, 1981, some 32.2% were invested in 
securities, up from only 21% in 1973. In fiscal 1981, they 
invested Y876.5 billion in national government bonds and 
12 77.6 billion in local bonds. All these percentage are expected 
to increase gradually depending on asset growth, the yen's 
xchange value and domestic interest rates. 
Although MoF is on record as favouring more overseas 
nvestments by Japanese life-assurance companies; any such 
activity is likely to be slow in materialising. Foreign departments 
in many firms are only about five years old and as one US banker 
observes: “They are really unsophisticated about overseas 
investment.” One possible way for foreign banks, securities 
houses-or other merger and acquisition specialists to shoehorn 
themselves into foreign activity by Japanese insurers would be 
to act as broker or go-between for insurers, in both property 
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Butin that year Nippo 
fe-assurance firm | 
pany іп New York to oversee its property 
1981, Tokio Marine and Fire received formal 
approval to take over three Texas-based subsidiaries of the > 
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“Industry sources say the insuran iness in Taiwan isat 
least 10-20 years behind Western companies. But because of its 
low base and the economy's and so s rapid shift from an 


agrarian їо ап industrial base, the industry is growing at a brisk 
pace: for example, total premium income of the eight life- 
assurance firms in 1981 rocketed 3596 to NT$16:7 billion 
(US$417 million), following a 27% surge in 1980. 

Nevertheless life assurance is still not popular, nor is it a well- 
understood concept in Taiwan: As of 1981, only 7.5% of the’ 
island's population was covered by a life-assurance policy (no 
including civil servants and military personnel covered Бу - 
government plans) — a fraction of the ratio in countries such 
as ће United States and Japan. Traditional beliefs; that 
dependants should provide for their parents and that talking 
about death is unlucky, have very deep roots in Taiwan. © 

The industrialisation of the island has taken its toll of such 
traditional Chinese concepts. Nuclear families are gradually 
replacing extended family units in which three generations lived 
together. Smaller families and fewer wage-earners imply a 
greater need for protection against the effects of death or 
accident. Rapidly rising incomes mean more people can afford 
to buy insurance and policy-holders can increase the amount of 
protection they buy. A rising demand for insurance seems to. - 
go hand-in-hand with àn increasingly well-educated population. 

A majority of life-assurance policies are endowment policies. 
One source said this was because people are less averse to 
thinking about receiving benefits before death than at death. ° 
Industry sources say premiums are relatively high because they 
are based on outdated mortality tables — scheduled to be 
updated in 1984 — which do not account for the rapidly rising 
life expectancy on the island. Premium rates; which are set by 
the Life Assurance Association but subject to Ministry of 
Finance (MoF) approval, are based on mortality tables, bank- 
interest rates and operating costs of insurarice companies. In 
1981 the average death claim was NT$146 000. | 

The industry, both life and non-life business, is strictly с 
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There's no one quite like her. 

Shes warm and friendly. With a style of her own. And no wonder. Her attentiveness 
and sunny smile come from a tradition of Philippine hospitality ages old. 
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IF TRANSPORT IS 
YOUR BUSINESS, KENWORTH 
IS YOUR TRUCK. 





In over 60 countries around the world, 
people who understand trucks will tell 
you the same thing. 

You can't make a better choice than 
Kenworth. 

From our tough 5-ton GYW utility 
trucks to our super 300-ton GCW haul- 
ers, Kenworth engineers every truck to 
give you the best possible return for your 
investment. 

Each one is constructed from the 
ground up by experts using the world's 


have in mind — on-road, rugged-road or 
no road at all — we suggest you contact 
your Kenworth dealer 

Or call us direct. 
After all, Kenworth may cost you a lit- 
tle extra up front, but you can save a 
whole lot more down the road 
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highest-caliber components. 

All Kenworths are tested and retested 
to meet exacting standards of quality, 
performance and durability. 

And we support every truck we sell 
with a worldwide network of dependable 
dealers for parts and service. 

No matter what heavy-duty task you 





So-called “new-technology” twin turboprops іп the 40/50- 
seat category may look tempting on paper but there is a 
large and risky element of the unknown in any aircraft 
unproven in operation. Super 748 costs can be sub- 
stantiated in detail by nearly 4 million hours of operation in 
some 50 countries with earlier 748 versions with the same 
basic airframe/engine combination — and buying the 
Super 748 today will unquestionably ensure lower seat-mile 
costs than any comparable new-technology competitor 
coming into service in the mid-1980s. 

So, with the escalation in first costs inevitable during the 


development of any new aircraft, what advantage could 
purchasers expect by waiting years for one of these un- 
proven turboprops? Wasted time is wasted money when 
you could be profiting from Super 748’s proven operating 
and maintenance costs. When Super 748 has flight-deck 
on the technology comparable to that of any "new-technology" 
turboprop, plus proven passenger appeal. And when 
Super 748 is backed by worldwide support facilities which 


have proven their excellence over 20 years of operation. 
un OW Why gamble on the unknown when there is a known winner? 
ш 
Super 748 — the known facts 
й cost per seat-nautical mile, 10.65 cents. 
Ш maintenance requirements of less than 1 man-hour per 
flying hour. 
service amenities and 6.6 cu ft of baggage space per 
Prograrnnnes 
British Aerospace PLC, Kingston-upon-Thames, England 


y ш environmental noise levels already well below all existing 
and proposed international noise standards. 
ш outstanding airfield performance. 
passenger. 
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pressurised and air-conditioned cabin with reclining 
a kn own seats, ample leg room, overhead luggage bins, full cabin- 
m ability to operate multi-stop sectors without refuelling. 
= 
winner пип Super 











wer , 


el! (UU LC 0 





regulated — some would say over-regulated — by the MoF. 
Besides regulating tariffs (all companies offer the same rates), 
the MoF sets down liquidity and investment rules and serves as 
an arbitrator in insurance-policy disputes (consumers may apply 
to the ministry for arbitration). Current investment regulations 
permit firms to place a maximum of 33% of total assets in 
property, 25% in listed stocks of so-called productive 
enterprises, 30% in mortgage loans and any amount in bank 
deposits and bonds. As of the end of 1981, of the industry's 
NT$35 billion in assets, 27% was in loans, 26% in property and 
11% in securities. Insurance companies are not permitted to 
take pension funds. 

Non-life business is also experiencing rapid growth on the 
back of higher incomes and education standards. Non-life 
premium income rose 15% in 1981 to NT$12.1 billion following 
33% growth in 1980. Many businesses and individuals, however, 
regard fire and general hazard insurance as an added cost and 
something to be avoided if at all possible. The best friend of 


non-life companies may be banks, which require that insurance 
policies be taken out on investments for which the banks lend 
money. 

This habit of insuring only what is absolutely necessary means 
that many factories and homes are under-insured. For instance, 
while an estimated 70-80% of factories are insured, one industry 
source guessed that 70% of these are only partly insured. Most 
banks require insurance only on what is put up as collateral, 
such as machinery or equipment for which the loan is extended. 
Similarly, most residences are only partially insured because 
mortgage loans in Taiwan average only 30-40% of purchasing a 
home. One source said a mere 20% of homes have any 
insurance. An estimated 40% of shops are insured. This line is 
regarded as particularly tricky because most stores, lacking 
computerised inventories, have at best only a hazy idea of the 
values of stocks. 

Fire insurance is one of the most lucrative fields for non-life 
firms. Premiums are high relative to the West because of poor 
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fire-fighting facilities (most residences lack facilities completely, 
while newer office buildings tend to be better equipped). 
Premiums for worker compensation are low because claims are 
low. For example, the family of a factory worker killed in an 
accident can expect to get back only US$5,000, a fraction of 

the sum which would be paid in the US. In fact, many employers , 
are not insured — the norm is to negotiate payment. Suing 
bosses is almost unheard of in Taiwan. One insurance company 
executive says that, if a worker has an accident, he often believes 
he was just unlucky or not careful enough. 

The government recently made third-party liability insurance 
mandatory for car-owners. Again, claims are low. The family 
of a pedestrian killed by a car can expect to receive a US$2,000 
settlement. Premiums for car-theft insurance are very high 
because of the large number of car burglaries on the island. 
One company, which says an average of 15 cars a month it 
insures are stolen, reported a 110% loss in 1982. Not 
surprisingly, some companies are abandoning the business. 

As with life assurance, tariffs are set by the industry subject 
to approval. Investment is also strictly regulated. For example, 
non-life firms may not use more than 20% of their paid-in capital 
to buy securities. Companies may invest in property for their 
own use but, unlike life companies, may not buy outside 
property for investment purposes. They are not allowed to 
invest directly in enterprises. 


THAILAND 


Life assurance 
is now less of 
an ill-omen 


By Paisal Sricharatchanya in Bangkok 
or the past decade, Thailand’s life assurance business has 
E: an impressive growth record, averaging 25-30% 
a year. But because life assurance is still relatively new in 
the country — and the business operators have yet to win fully 
public appreciation of its merits — the market today still remains 
largely untapped. 

The number of policy-holders at the end of 1982 is estimated 
at 1.8 million, a meagre 3.6% of total population. This 
constitutes a vital indicator that there is strong growth potential 
in the medium- and longer-term future. 

But whether the officially projected target of a similar 25-3096 
yearly expansion over the next 10 years will be achieved will 
depend very much on the performance of the Thai economy as 
well as the Thais' per capita earnings — particularly those 
outside Bangkok who at present account for more than 80% of 
all policy-holders. 

Given underlying growth potentials, most analysts agree that 
Thai insurance business stands to go through another boom 
period once normal economic activities pick up from the current 
slump. 

There is little disagreement that sales drives by the country's 
13 life-assurance companies — including two foreigners: 
American International Assurance and China Underwriter 
Life and General Insurance — have contributed to the gradually 
rising popularity of the business in the recent past. While efforts 
to sell large policies to more affluent Bangkok citizens have 
continued, it is evident that some of the largest companies — 
including Ocean Insurance and Thai Life Insurance — have 
mounted a vigorous campaign in recent years to attract smaller 
policies in upcountry provinces, particularly in the northeast, 
where residents have received substantial financial gains from 
Thai labour exports to the Middle East. 

As result of continuous sales promotion efforts, insurance 
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the Thai public of the traditional psy ang-up that 

is bad luck to take out life assurance. “This negative — 

. psychological hang-up has gradually been disappearing. It is 
now no longer a serious problem," commented the president 
of the Thai Life Insurance Association (TLIA), Athorn 
Tittiranonda. 

According to official figures from the Office of the Insurance 

— Commissioner (OIC), the total number of life-assurance 

| policies was recorded at 1.75 million by September 1982 while 

- the amalgamated sum insured was Baht 67.7 billion (US$2.9 

| billion), a Baht 38,600 average per policy. Total assets for the 

| same period were Baht 9.7 billion. 

Оаа! sources estimated that life-assurance policy reserves, 

| which effectively represent their investment assets, have risen 

_ from about Baht 7 billion in early 1982 to about Baht 8.5 billion 

| early this year. Although the companies are legally permitted 

_ to invest in 14 different types of investment outlet, the bulk of 
their investment in recent years has concentrated heavily on 


promissory notes with finance companies (chiefly because of 
more attractive returns from their relatively high interest rates), 
property mortgages, stocks and debentures. Since official 
regulations only place maximum limits — rather than minimum 
levels — on each investment category, government bonds have 
been among the smallest investment outlets due to their 
relatively lower interest yields. 

Notwithstanding the seemingly impressive growth record in 
the past, local business operators must implant in Thai minds 
the necessity of having the protection that life assurance policies 
provide before the policies can attain wider popularity. Here, 
operators are facing an uphill task: not only is there a 
widespread lack of appreciation (even among the better 
educated) of the need for such protection, but the insurance 
companies must also polish up the professional skills and ethics 
of their agents. 

The somewhat apathetic Thai attitude explains why about 
80% of all life-assurance policies here are taken out as 
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trast with patterns in developed countries 
ted States or Japan, most Thai policy-holdets - 
regard life assurance as a kind of savings more than as a form 
of protection against death. That's why endowment is so popular 
whereas annuity is not," commented one senior company 
executive. In addition, most companies appear to be quietly 
encouraging endowment policies because of their relatively 
higher premiums and hence better returns. 

One common category of endowment policy which has 
become increasingly popular is known locally as the industrial 
type, comprising mostly small policies with an average Baht 
20-40,000 sum assured, which specifically appeal to lower 
income people, particularly outside Bangkok, because of their 
minimum qualifications. 

Ironically, despite its figuratively embryonic stage, the Thai 
life- as well as non-life business has been regulated by a set of 
stringent regulations unmatched in any other Southeast Asian 
country. A senior official of OIC told the REVIEW: *We have 
imposed watertight controls on all aspects of [the insurance 
companies] operations — ranging from form and policy wording 
and investment, to claims practice and internal management. 
Regulations in Western countries such as Britain are probably 
not as strict." 

The rigid rules are prescribed in two sets of laws (governing 
life- and non-life business) enforced in 1967, three years after 
the Nakhon Luang (Capital Life) Insurance Co. collapsed as a 
result of malpractice and inefficiency. Prior to the 1967 
legislation, there was no law specifically to regulate insurance 
and the business was under the legal jurisdiction of obsolescent 
Commercial Codes plus another equally old piece of legislation 
governing various types of business regarded as related to 
national security. 

In many ways, strict regulatory rules are necessary to 











INDONESIA 


Obstacles for an 
infant industry 


By Manggi Habir in Jakarta 

series of new regulations last year — aimed at sustaining 
А" Indonesian insurance industry's rapid growth and 

development as well as further strengthening it are still 
too recent to have yet made a significant impact. Reaction to 
some of them has been mixed, reflecting differences among 
insurance practitioners. But in general, with sufficient room to 
operate, most tend to have a common outlook especially when 
it comes to future growth which everyone is optimistic about. 

The most recent ruling, on January 1, which most people 
feel will adversely affect the life-assurance field, is the ban on 
US dollar-denominated life policies. Life policies (endowment 
assurance) dominate in Indonesia; with the steady weakening 
of the rupiah against the dollar policies denominated in dollars 
have been the most sought after. The Finance Ministry 
explained that the regulation was merely an attempt to be 
consistent with existing restrictions on using foreign currency 
as means of payment in domestic business transactions. 
However, the monetary authorities permitted the issue of a 
new type of rupiah policy, with its value tied to an index system 
which in turn will correspond to the 17-city consumer price index 
published by the Central Bureau of Statistics. Some are sceptical 
whether this new rupiah-indexed policy, intended primarily to 
protect consumers from inflation, will be sufficiently attractive 
to replace US dollar-denominated ones. 

Besides promoting this new policy, life companies are 
gradually attempting to replace savings-oriented policies, which 
account for most of life policies sold in Indonesia, with term 
insurance. 

Until last year, investment in life assurance was closed to 
foreign participation and out of 13 companies currently in 
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safeguard the interests of life-assurance policy-holders, 
especially uneducated people in rural areas. *We have to ensure 
that peasants in Khon Kaen [northeast Thailand], whose limited 
educational background barely qualifies them to understand 
the complicated wording of a policy, are properly protected if 
they decide to take out insurance," commented another 
government official. 


of unscrupulous insurance agents either pocketing 

monthly premiums they have collected, exaggerating the 
benefits to prospective policy-takers or embarked on other 
improper practices. Over the past five years, TLIA, which 
encompasses all local life-assurance companies, has blacklisted 
several hundreds of such irresponsible agents for violating the 
association's code of ethics. Most company executives agree 
that the present approximately 15,000 authorised agents — 
plus any new additions — will have to be more ethical and better 
qualified (to convince the educated) before life assurance can 
gain wider public acceptance. 

The companies are also banking on more vigorous support 
from the government in the immediate and medium-term future 
to boost life-assurance popularity. Reflecting an official policy, 
the current fifth five-year plan (1982-86) stipulates that life 
assurance should be promoted through raising the amount of 
personal income tax deductible on premiums. But this policy 
has yet to be fully implemented. 

Four months after the fifth plan was enforced in October 
1981, the authorities decided to raise the annual tax-deductible 
allowance (on life-assurance premiums) from Baht 4,000 to 
Baht 7,000. But the government decision (in February 1982) 
only came about two years after a proposal by TLIA. In fact, 
the previous Baht 4,000 had remained untouched for 10 years 
while tax-deductible personal expenses were raised over the 


B ut despite the strict regulations, there have been incidents 





Policy-holders increased by 2 million in 1980: perhaps including him. 


operation, 12 are privately owned while one is state-owned. In 
what appears to be an effort to increase foreign investment as 
well as develop the market, the government has begun to allow 
foreign investors to operate in the life-assurance area through 
joint ventures with national private insurance companies. 
Minimum paid-up capital requirements were set at Rps 4.5 
billion (US$6.47 million) with a 20% statutory deposit in local 
currency. Maximum allowable foreign ownership is 70% , to be 
gradually reduced to 40% over 10 years and to 30% within 20 
years. But so far, given the steep capital and statutory deposit 
requirements, not many have shown signs of interest. For 
existing companies capital requirements were raised to Rps 1.5 
billion to be met within five years. 

Life-assurance industry figures up to 1980 from the Finance 
Ministry reflect substantial past growth. Total sums assured 
and gross premiums grew by 11.1% and 20.7% per year reaching 
Rps 1.3 trillion and Rps 59.2 billion respectively in 1980. During 
the same period, the number of policy-holders went up by 
17.8% to about 2 million. 
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same period to Baht 12,000. TLIA is now requesting the 
government to raise the premiums allowance from the current 
Baht 7,000 to Baht 12,000. Given the government's revenue 
shortfalls over the past two years (due to the economic 
slowdown), it is doubtful whether such a substantial rise will be 
approved: a gradual escalation appears more likely. 

Set against the absence of a properly operated provident 
fund and the limited scope of the pension scheme — largely 
restricted to civil servants and government employees — as 
well as the yet-to-be-introduced social security system, it is 
evident that Thai life-assurance companies have accumulated 
the fundamental strength which promises to turn them into 
major vehicles for public funds mobilisation in the longer-term 
future if the right kind of government support is forthcoming. 
That target, however, has yet to be achieved. Compared to the 
Baht 448 billion total assets of the local banking system (June 
1982), the life-assurance companies’ combined Baht 9.7 billion 
total assets (September 1982) still represent a far cry. 

Nonetheless, Thai life-assurance companies can claim to have 
played a low-profile yet meaningful role in impartially 
supporting the development of industries, property and general 
trade and business. 

A recent government decision requiring them to deposit 
various forms of stipulated assets equivalent to 25% of their 
policy reserves with OIG by the end of 1983 not only constitutes 
yet another regulatory measure, but may also represent the 
beginning of a more systematic reflection of the government's 
preference in their investment portfolios. As the situation now 
stands, government bonds comprise only a marginal fraction of 
the companies' investments and authorities clearly intend to 
raise their bonds portfolios in years to come. 





Claims, on the other hand, posted an 
annual 14.1% decline to Rps 26.6 billion 
in 1980. One noticeable change is the 
27% drop in withdrawals — the amount 
paid back to policy-holders who withdraw 
before their policy expires — which some 
indicate as reflecting increased confidence 
in life assurance. But one year carlier 
withdrawals were still on the rise and 
remain a significant 53% of total 
claims. 

Government regulation which requires 
75% of a life company's outstanding 
premiums to be invested within Indonesia 
in securities, bank deposits, property 
development and equity participation is 
considered by some experts — by 
international standards — to be quite 
lenient. AJB Bumiputera 1912, the oldest 
insurance company, for example, has 
investments in several hotels, office 
buildings, development banks and financial institutions. 


of each individual, general-insurance Companies in the 

early stages had the advantage of companies forced to 
insure their assets to comply with bank loan or other 
requirements. 

The increased insurance requirement in business activities 
encouraged many large groups to establish their own insurance 
companies. One is Tugu Pratama a subsidiary of Pertamina — 
the state oil company — which give its establishment in 1981 
has grown rapidly, competing with Jasa Indonesia in the 
lucrative oil and gas sector. Currently both these companies, 
because of their dominance in the oil and gas industry, are 
reported to control more than half the general insurance 
market. But, as one insurance executive put it, the business 
left over is more than enough to keep the remainder of the 
companies busy. 

Some observers are concerned about this development. They 
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- insurance practices, especially when it comes to risk evaluation 


and management and thus does not provide necessary risk 
coverage. 

Others, however, are less pessimistic and point out that as 
the industry develops and grows, insurance companies will 


“eventually be pressed to adopt more professional standards, 


especially with the presence of additional foreign insurance 
companies in the country. 

In January last year, a new regulation came into effect which 
standardised fire-insurance tariffs. The Finance Ministry 
explained that this was to prevent unhealthy price competition 


— which was occurring. Some have welcomed this ruling, stating 
М that it was necessary to prevent insurance companies 


undercutting each other and thus weakening their financial 
position. Others, however, felt that aside from the new fire 
policy being untested in the market, standardising rates limits 
the latitude for insurance companies to issue rates 
commensurate with the risks involved and therefore does not 





. MALAYSIA 


А fundamentalist resistance to 
life assurance 


By Jeffrey Segal in Kuala Lumpur 


alaysian insurers claim that the strong growth which 
made the industry one of the most rapidly developing 

usiness sectors during the 1970s has continued 
unchecked, despite the general economic downturn. “The 
recession has not affected insurance in any manner 


- whatsoever,” says A. G. Mayer, head of the General Insurance 


Association of Malaysia (СТАМ). Latest official figures 
available show general insurance funds topped M$949 million 


_ (US$414 million) at the end of the September 1981, M$130 


million up on the total nine months earlier and more than twice 


- the December 1977 level. Net premium income, too, more than 
—. doubled from M$320 million at the end of 1977 to M$658 million 
-. four years later, though annual growth rates have halved from 
— over 20% a year in the late 1970s. 


No one particular line of general insurance has out-performed 


the others. The distribution of total net premium income in 


1981 was virtually unchanged from the position a decade earlier. 
Motor insurance (compulsory in Malaysia at the third-party 
level, unlike neighbouring Thailand) continued to head the list 


- with 42% of premium income. Fire insurance, which many small 


businesses and factories still lack, took 23%, marine, aviation 
and transit 7% and miscellaneous lines 27%. 

The general insurance class as a whole is expanding faster 
than life business. Total life assets, at M$1.794 billion in 
September 1981 and M$2.236 billion 12 months later, 
outstripped general funds by nearly two-to-one, down from a 
ratio of three-to-one 10 years before. Net life premium income 
grew by 450% from M$78 million in 1971 to M$351 million in 
1981, as against a rise of more than 550% for general premiums 
over the same period. 

Total life sums insured multiplied almost eightfold to M$14.51 
million at the same time, but in international terms remained 
low compared to national income, rising to only 26% of gross 
national product in 1981 from 17% in 1972. That put Malaysia 
ahead of Indonesia, Thailand and the Philippines but behind 
newly industrialising Singapore, South Korea, Taiwan and 
Hongkong. Life assurance remains a “pioneer market,” 
according to Russ Klingler, regional vice-president of the 
country's biggest life company, American International 
Assurance. Although the number of policies in force has been 
increasing by about 100,000 a year since the mid-1970s, in 1981 
still only 920,000 people — less than 7% of the Malaysian - 







remain significant until the efficiency and effectiveness of the 
industry improve. Nevertheless, non-life gross premiums grew 


population — were covered. 

Inadequate promotion and marketing and unskilled sales 
agents take part of the blame for the poor level of penetration, 
but social and religious factors are seen as more important. 
The extended family system among all Malaysia's ethnic 
communities is still often expected to provide support for 
individual members, particularly in rural areas, though as 
British-American Insurance managing director Steve Wong 
sees it, “with industrialisation and urbanisation, more and more 
small family units are being formed.” 

At the same time, however, there is evidence of a growing 
resistance to life assurance among Malaysia’s Muslims, who 
make up more than half the total population. Chinese and 
Indian clients have always made up the bulk of policy-holders, 
but now the trend towards Islamic fundamentalism could 
increase their shares still further. Minor religious officials have 
recently been making statements about whether or not life 
assurance is haram (forbidden) under Islam, but while no 
definitive ruling has been handed down, already the surrender 
rate for life policies — normally 2% a year — is said to be 
increasing. One broker told the REVIEW that Muslim members 
of a group-pension fund operated by his company had been 
resigning from the scheme in growing numbers in recent 
months. In November the government appointed a nine- 
member task force headed by a law professor to look into the 
formation of an insurance company run on Islamic lines, 
something similar to the recently incorporated Islamic Bank. 
The task force is due to hand in a draft proposal to the prime 
minister next month. 

Within established life companies, growth has been hindered 
partly by consumers’ preference for more traditional products 
and partly by legal restrictions on new lines. More than 60% of 
life policies in force are conventional endowment policies, 
written for sums averaging only about M$8,500 in premium 
terms, endowments still make up a similar proportion of new 
business accepted, though their share of total life sums insured 
is falling rapidly as bigger investors seek different outlets for 
their savings. ; 


hole life policies, currently worth an average 
W M$28,000 each, account for 21% of the number of life 
policies in force but a fairly constant one-third of annual 
premiums and total sums insured. Insurers say there is a growing 
preference for term policies, especially for investors with larger 
sums to spend, as property-owning spreads. Term, group life, 
temporary and other policies together made up 1376 of sums 
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annually by 30.7% to Rps 152.8 billion in 1980 with fire 
insurance accounting for about 39% of total premiums. At the 
end of that year assets totalled Rps 121.6 billion with 
investments amounting to Rps 44 billion out of which about 
86% is placed on bank deposit. 

Claims rose by 45.4% to Rps 69.4 billion in 1980. Fire 
claims led other categories accounting for 28.7% with hull 
claims registering the highest growth (86.6%) that year. 
Claims ratio (representing gross claims/gross premiums) stood 
at 45.4176 ranging from 36.7% for fire claims to 86.6% for hull 
claims. 

Although most аге optimistic about the long-term future, 
immediate prospects — especially in life assurance with the 
new regulations as well as the general slowdown in the economy 
— are not as bright. Added to this are the normal obstacles 
faced by an industry in its infancy: new regulations, lack of 
insurance awareness and the dearth of experienced and 
knowledgeable people. It is these problems that appear to be 
the foremost concern of the insurance executive. The market 
potential, many will argue is there; the question is whether the 
industry can develop and perform effectively to meet the 
challenge within a relatively short time. fg 
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insured in life policies in force in 1971, 32% in 1980 and 44% 
of new business in 1981. 

Still, there are legal and financial restrictions to the 
development of more up-to-date lines in Malaysia. Equity- 
linked life policies are frowned upon by the government because 
of the volatility of the local stockmarket, while companies 
wishing to operate them need the specific permission of the 
Director-General of Insurance Shaharuddin Haron — a 
Ministry of Finance official who oversees the industry. So far 
no company has started an investment-linked scheme and 
insurers say that in the present investment climate there is no 
pressure on them to do so. 

Insurance-company pension-fund schemes are similarly 
hampered by the operation of the government's compulsory 
employees provident fund — taking 11% of all employees' pay 
with no option for contracting out — and by tax regulations. 
Unlike competing trustee schemes run by merchant banks, life- 
pension funds are not tax-exempt. Some large companies — 
especially multinationals operating here — do operate locally 
funded group pension schemes, as well as group medical, 
hospital and life programmes but insurers feel that the area of 
employee benefits as a whole is still seriously under-developed. 

Nevertheless, existing business, if somewhat conventional, is 







Penang bridge (artist's impression): 9096 reinsurance placed overseas. 
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very lucrative. Life-policy premium rates are higher in Malaysia 
than in advanced countries, though insurers say this is in line 
with the mortality figures. Premium income reached M$367 
million in 1981, while benefit payments were only M$132 
million. 





different. Premium rates for three lines — motor, fire 

and worker compensation — are fixed by the government 
after submissions from GIAM. Motor rates, for example, last 
went up in 1978 and before that only in 1963. A two-year-old 
request for a rise in fire rates is still under consideration. 

At the same time the net claims ratio — claims divided by 
earned premium income — has been fairly constant at around 
the 50%-mark, though considerably higher in motor business. 
The net loss ratio — net claims paid divided by net premiums 
written — topped 41% in 1975, fell back to 32% by 1977 but 
then rose again to 38% in 1980. General insurers did make a 
combined underwriting profit of M$9 million in 1981, but this 
hardly made a dent in the M$52.7 million losses accumulated 
in the 10 preceding years. 

The general-insurance companies' investment income, às à 
percentage of their total funds, is also consistently lower than 
the life firms’ — 6% as against 7% for life companies. This is 
partly due to the general insurers’ need to keep a more liquid 
portfolio. As of September 1981, they had 38% of their funds 
in deposits or cash with commercial banks, compared to 32% 
for life assurers. 

But both classes are hamstrung by fairly stringent government 
rules on investment. Insurance companies by law have to keep 
at least 80% of their assets in Malaysia and now also a minimum 
25% of the total in government securities. The requirement on 
government securities has been increasing by 1% annually in 
recent years and neither life nor general companies have ever 
gone more than 1-2% higher than the target. They have, 
however, become a little more adventurous in the ways they 
meet the 25% quota. 

Recently several all-insurance syndicates have been formed 
to put together loans to statutory bodies. In May last year, 27 
insurance firms syndicated an M$85 million, 15-year loan to 
the National Electricity Board and in December a consortium 
of 10 companies signed a 10-year, M$30 million package to the 
Klang Port Authority. 

Insurance company funding for the private sector is 
considerably lower. Corporate 
securities account for only 18% of 
life business assets and 14% of 
general funds. According toa 
central bank economist, the 
insurance industry as a whole 
provided only 9% of the private 
sector's long-term funds in 1981 
and just 3% of its medium-term 
needs. Minister of Finance Tunku 
Razaleigh Hamzah recently 
expressed his concern that too 
small a share of insurance funds 
was being lent as mortgages for 
residential property: only 4% of 
life assets and less than 1% of 
general funds. This is despite what 
the companies say is an attractive 
annual rate of return on mortgages 
of some 10-11%. 

The government is also anxious 
that a large share of insurance 


|: funds is making its way overseasin - 
| the > - ne v2 АС ан i ce. Ё 
| Ву Malaysian law, all ship, aircraft 


and property policies have to be 
placed with Malaysian companies, 
though there is no such restriction 
on writing the reinsurance, 


т" situation in the general-insurance sector is very 
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p 10, аге 
han 90% of the Penang] B ge 
en placed overseas; for example: | 
he sole Malaysian-incorporated re nsurance company a 
alaysian National Reinsurance (MNR), a 50:50 joint venture 
jeen the government and private insurers — has only | been 
to build up its premium income to M$117 million in its 10 
ars of operations, though Razaleigh said recently that MNR 
d from now on handle all large state-owned risks. 
ording to Razaleigh, the outflow of funds is seriously 
ing the country’s balance of payments. Outflows.of 
urance and freight charges had been growing at ап annual 
of 22% since 1975, he said, reaching M$2.736 billion last 
Allowing for a small reciprocal inflow only reduced the 
BS Чо M$2.018 billion; “We cannot allow the situation. 
" he told СТАМ last year. “Much as the government - 
iot want to intervene in the private sector, we will have - 
so if our numerous exhortations in the past continue to 
ken lightly." 
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ied, cannot match low-premium rates quoted by foreign " 
lack necessary skills i in reinsurance and make no 
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_ that they may amalgamate,” he said. “There is no соврин, 
би they feel they want to combine we would encourage it." 
The government has already said it will not issue any further 
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; that the move could lead. tomergers among the 65 companies 
"registered under the 1963 Insurance Act (five of which handle 


life only, 47 general only and-13 both classes). “We are hoping 


insurance licences until there is some consolidation among 


existing companies. There are no moves, however, to limit the 


numbers of licensed brokers (currently 53) or loss adjusters 
(52). 


single-branch operations in foreign firms which have 
ince domesticated. Since the end of 1975, 27 foreign 
companies have restructured into 18 locally incorporated firms: 


M: of the smaller insurance companies started out as 


` | „Ви much to the chagrin of the government, which has issued. 
repeated requests for them to localise, 24 foreign-owned” 


companies continue to operate here — most of them from 
Singapore, Hongkong, Britain and the United States. Of these, 
four are in life only, 16іп general business and four are 
composite. Together. they share 45% of net premiums in the 
general market and a remarkable 85% inlife, . 

In a hard-hitting speech i in March last year that reflected the 
government's impatience, Razaleigh gave the 18 remaining 
foreign companies that had not even submitted proposals for 
restructuring one month to do so. They would have to outline. 
plans for an immediate change to at least 51% local equity, . 
rising to 70% by 1990: all 18 complied by the deadline, though 
two companies whose proposals were rejected have. still her. 
made new submissions. pj. | e 
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SINGAPORE те 
The long view 
e v i | 

is rosy indeed 

By Jon Sikes in Singapore | 
W hile there is much positive to be said about safety in 





numbers, the phrase suffers loss of meaning when - 

applied to over-capacity in an insurance market. 
Singapore, while managing to stay largely insulated from the 
international chaos of the insurance industry due to booming 
construction business and an under-insured population, is 
nonetheless not immune to industry-wide forces. While the 


domestic market, with the exception of reinsurance, remained +. 


buoyant іп 1982, keen competition kept premium rates — 
disconcertingly low for major sectors of business. ` 
At present, there are 60 companies writing direct general 
insurance, with locally incorporated companies controlling 5096 
of the general market: on-the reinsurance side, there are 14. 
companies and three representative offices. Both government 
and the government-controlled National Trades Union 
Congress (NTUC) have also delved into the business with 
notable success. In January 1982 the government became 
‚ involved through the Central Provident Fund (CPF), with its 
highly successful mortgage protection scheme on Housing and 
Development Board (HDB) flats; more recently there has been 
considerable discussion of a compulsory Medisave scheme for 
hospitalisation. The NTUC has also become substantially 
involved in a cooperative life-assurance fund: With a small 
premium base of only S$560 million (US$271.45 million) and 
the variety of entities becoming involved, Singapore has become 
very crowded indeed: 7 
As in many other industrial sectors, the Singapore _ 
Government is attempting to develop the republic as a regional 
insurance and reinsurance centre — a formidable task given 
current international conditions. A 10% concessionary tax on 
business dérived offshore is more than competitive in other 
locations in the region. For companies interested in operating 
domestically there is the usual 40% corporate tax plus 
investment regulations affecting 55% of earned premium 
income. A largely English-speaking population makes the 
| transfer of knowlege and expertise relatively easy. Then there 
are the better publicised advantages: location, existing 
infrastructure, access to capital and communications. 
Major problems arise in direct repercussions of the current 
plight of the industry. Chronic overcapacity has become further 
compounded Бу stagnant economic growth and high interest 
rates. With an estimated 100%: overcapacity in worldwide © 
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reinsurance and cert es of commercial - 
reinsurance available for 80% Jess that in 1980 
competition has become cut-throat, The local 
insurance industry, even. with a pool of foreig 
expertise, is relatively small and international 
unknown and will be hard pressed to compete у 
more established centres.: 
Another factor which m 
dearth of local expertise: While € 
grown significantly, the market 
more reinsurance with European firm 
local ones because there is simply no 
management to handle the complexities 0! 
large risk. Finally, there are potential prot 
measures which could be adopted Бу othe 
countries, making it difficult for insurers 
reinsurers to enter foreign markets from. 
Singapore offshore business, both d | 
reinsurance, totalled only $$234 million in 
premiums for 1981, the last complete year for 
statistics are available. Clearly, Singapore h: 
long way to go to achieve the status of a major offsho: 
insurance centre: though still insubstantial, S$234 million < 
represent growth of 37% over 1980 and a retention ratio о 
48.4% — the amount of gross premiums not reinsured overse. 
— does show a more selective underwriting approach by all 
insurers. Р 
With overcapacity leading to rate reductions, there is 
justifiable concern over the number of companies registere 
Although Singapore possesses considerable room for gro 
(only about 3% of Singapore's gross national product is sp: 
on insurance payments compared with the United States’ 
and Western Europe's 6.275), it also possesses a very limited: 
premium base. It is becoming increasingly obvious that 
companies are seeking to increase their premium base at th 
expense of rates charged, which is a worldwide phenomeno 
Moreover, major companies are becoming worried that sm: 
concerns are operating as scarcely more than brokers: s 
rates to maintain market share while reinsuring virtually th 
entire risk outside Singapore for what amounts to little mot 
than a processing fee. The government has made it known th: 
it would not be ill-disposed to the idea of smaller companie: 
banding together in some form or other, though what stru 
this would take has yet to be contemplated. С 
The same situation holds true for insurance brokers and. 
intermediaries swarming into the market. Over the first hal 
1982 three companies claiming to be brokers entered the mark 
each month. According to an article іп the Singapore daily. 
Business Times, one such business openly claimed to operate 
not only in life assurance and general insurance but also as ; 
shipping and airline agent. That is hardly the sort of broad-ba ү 












































































SINGAPORE INSURANCE INDUSTRY 
(Ss million) | NERA! ; 
End period 
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641.7(73) 
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| Source: Monetary Authority of Singapore. 
( ) equals percentage of domestic market, 
* Does not include unsettled claims or outstanding losse 



























g pe ormances for 1982. Сто premiums. for general. 

nce through the third-quarter of 1982 were up 8.8% from 
quarter 1981: overall profitability is equally likely to 
ect continued, if subdued, growth. | 
cal companies аге quick to point out that this situation is. 







remium rates and risk amounts insured. Indeed, through the 
ird quarter gross claims for general insurance accounted for 
y 40% gross premiums collected. Although this must 
mately be judged against reinsurance percentages and 
tanding losses, the general insurance market appears ina” 
tively healthy state. | 
у too does the life market: premiums collected in third- = 
rter 1982 totalled $$165 million as against $$129 million... 
ugh the same period 1981, an increase of 27%. Although 
wth rates are likely to decline, the life sector can generally 
healthy expansion. With only about 10% of the working 
ulation owning life protection as compared to 80% in 
eloped countries, clearly there is much room for growth. 
owever, the presence of the CPF will more than likely stunt 
tinued high- growth percentages. An 80% figure for the 
population is unquestionably high for the Singapore. 
et and the CPF scheme has already effectively removed 
tial for pension-fund packages. Already employers 
aving to contribute 22% of workers’ salaries with 
oyees having to add an additional 23%: and there is 













Itimately cover basic hospital costs. 
CPF board, in conjunction with the HDB, has also .. 


ers of HDB flats. Although this was introduced only i 
982, preliminary stati reflect inordinately 
s, Of $$30 million collected in premiums last 


ion was paid out in claims: and though premiums 


ected on a lump-sum basis and not through yearly 

ents, the profit differential is nothing short of . . 
cular. There are even fears within the industry that the 
птеп will be unable to resist expanding into other 


he Singapore reinsurance industry has proved more 
“sensitive than any other sector to international cycles. 
Reinsurance capacity worldwide has ballooned much 
han primary insurance in the past decade. Competition 
locally and from outside has become so severe that no 
erwriting profits have been recorded by any Singapore- 
company since 1977. The Singapore Reinsurance Corp. 
), the largest locally controlled reinsurer in the market 
le up of virtually the entire Singapore insurance industry, 
irred an underwriting 1055 for 1981 of $$2.45 million. 
















orporate stocks, equities an 
estments are taken into account, SRC managed to chalk up 
nly 58167 ,050 in profits during 1981, a meagre return for $$30 
illion in gross premiums, 
Within Singapore, reinsurance's major function is to allow 
aller direct companies to accept more business than their 
apital can support. Most reinsurance here is arranged through 
roportional treaties, which simply means that the reinsurer 
rees by treaty to reinsure a portion of a direct insurer's 
siness for a year. Once the reinsurer has signed the treaty he 
nfluence over the direct insurer's underwriting decisions 
nd must cover any losses incurred by the account. This situation 
obviously got out of hand, leading to much animosity 
ween direct insurers and reinsurers. One director of a major 
rein rance company here put it quite bluntly: “Good faith, or 
; surance and 
ng stiffer terms, with 
einsurers attempting to ein line with 
risks." 
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| result in insolvencies returning some sanity into the 
ore to good fortune than any appropriate balance between 1 


ion of CPF rates going up 3% for workers and employers 
y for the government's newly introduced Medisave scheme 


igaged in a compulsory mortgage protection scheme | 









pore's only saving grace came: from gains іп government = 
deposits. When total 








ge E 
le further and with premium rates |... 
аке |" decreased | investment income should quickly 





nark: „At that juncture, Singapore reinsurers: 


me positio ‘to expand both domestically and offshore. x 
hort term, however, reinsurers can look to. non- 


By Brian Robins i in Sydney 


W ith underwriting losses over the past four years 


approaching A$1 billion (US$854 million), the i insur- 

ance industry within Australia is slowly moving back “ 
into balance. There is growing 'evidence that in recent months 
premium income has risen substantially, though for some local 
groups underwriting losses now being run up overseas are taking 
the.shine off the improvement seen in Australia, 

Figures produced recently by OBE, Commercial Union. 
Assurance and Edward Lumley all point to a steady fall in 
underwriting losses and none too soon; The high level of these 
losses in recent years has been largely o offset by a high level of | 
investment income but, with domestic interest rates waning 
and returns from the stockmarket also erratic, few insurance 


;gtoups-can look solely to investment gains to offset mounting 
| underwriting losses. 


High rates of inflation have been exacerbated by the large 
number of overseas insurance groups keen to carve out a niche 
in the Australian market in recent years. Intense competition 
has seen premiums cut to the bone, with the winners being . 
various groups seeking insurance cover — especially in the 


` industrial sector where rate cutting has been unprecedented. 


Problems presently besetting the insurance industry go back 
to 1973, with the advent of the Trade Practices Act rendering 
previous widespread industry practices illegal. It was common 
at that time for the larger general insurers to engage in what 
became known as tariff agreements, which largely set premium 


levels. This practice also ensured that basic profitability levels 


were maintained. 

But new legislation blocked these long-standing agreements 
and the industry was thrown into a far more competitive 
environment. At about the same time, other new legislation 
was enacted which prescribed solvency rations and the industry 
generally came under closer scrutiny. 

The ending of long-standing tariff agreements had the effect 
of giving overseas insurance groups — keen to establish a 
presence in the Australian market — а unique opportunity to 
carve out 4 useful niche in the market quickly: Under the former 
arrangements it could take years to build up a modest market 
share but, with the.old arrangements jettisoned, it was possible 
to establish a presence much earlier; 

The insurance industry in the mid-1970s was marked by an 
absence of any major physical disaster, which enabled rate 
cutting to proceed with very little effect on the underlying 
viability of newer entrants. Darwin was ravaged by Cyclone 
Tracy in the summer of 1974, since when the industry has been 
remarkably stable. 

Once ће general tariff arrangement went by the board, it 
became increasingly apparent that the amount оў, premium- 






The long-term outlook for the local insurance industry is 
decidedly rosy. It is strategically placed in one of the world's 
foremost regions of economic growth and possesses all the 
attributes needed to evolve into a regional hub. Offshore 
business should continue to expand and retention rates are likely 
to increase. Although expertise is limited, it is steadily growing 
and the tumult of the past couple of years (and more than likely 
the next couple) has léft the local industry much the wiser. Over 
the long term Singapore's premium base should continue to 
expand, though at a subdued rate and rates should move more 
in line with risks. The inevitable consequence will be increased 
profitability for the industry as a whole. 

To promote regional cooperation and standardisation in the 
regional insurance industry, the Asean Insurance Council was 
established in 1978 and, though it has strong government 
support, is a non-governmental body comprised of the insurance 


Bushfires 1983: Mt Lofty obelisk in South Australia. 


setting expertise within the industry was not all that great — a 
situation which was largely encouraged by the fact that there 
were no major disasters. So the scene was set for a dramatic 
escalation in competitive pressures in the latter part of the 1970s, 
with a disastrous effect on the profitability of the entire 
industry. 

As well as growing incursions of the overseas-controlled 
insurance groups, a number of state-controlled insurance offices 
began actively and aggressively to increase their exposure in 
the market. 

In 1979, the industry ran up underwriting losses of A$77 
million: the following year it had blown out to A$227 million 
and in 1981 underwriting losses totalled A$429 million. In 1982, 
they are expected to have declined, though the total is still 
expected to be well above the A$300 million level. 

Underwriting losses have been evident in both private and 
publicly owned insurance groups. In line with the steady 
deterioration of the underwriting position of most insurers, 
loss ratios have also fallen steadily since 1977. АП classes of 
insurance written, apart from houseowners' and householders' 
policies have witnessed a deterioration in the loss ratio. In 1977 
it stood at 68% and by 1981 had fallen to 90%. As well as the 
decline in the loss ratio, solvency margins had also fallen 
heavily. Under the Insurance Act, the margin is set at 1595 and 
is the test of an insurance company to meet its liabilities. 

In 1979-80, the number of companies with an assessed 
solvency margin of more than 30% fell to 94 from 99 in the 
previous year. At the same time, the number of companies 
with a margin of between 5-30?6 grew from 13 to 21. 

In the 1981-82 annual report of the insurance commissioner, 
he said: *The share of premium income written by companies 
in the 15-30% categories has more than doubled from 6.6% in 
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associations in each member country. There are essentially 
three major functions: to facilitate advanced level training, 
harmonise regional insurance practices and to enhance the 
exchange of business among insurance companies in Asean 
countries. 

On January 1, 1982 the council launched the Asean 
reinsurance pool which to date has generated US$2 million 
worth of business, hardly awe-inspriing but a good start 
nevertheless. The SRC has been appointed pool manager. 
Feeling within the Singapore insurance industry is that the 
council is a necessary and positive entity which should have 
increased impact as the regional industry matures and the 
worldwide one returns to a state of normality. 





1979-80 to 15.3% in 1980-81, with the 
percentage of premium income writtenin the 
50-800% class falling from 50% in 1979-80to 
36% in 1980-81. “Fortunately for policy- 
holders," the report continued, “losses 
recorded by private-sector insurers in 1981 have 
not resultedinthe liquidation of any insurer." 

The worst hit sector of the industry in recent 
years has been workers' compensation which 
of all insurance sectors has а particularly long 
tail. The problem of inflation, which made life 
difficult throughout the 1970s, was 
compounded by a legal ruling in 1980 which 
substantially increased the liability of 
insurance companies writing this class of 
business. 

The barrel insurance case, as it became 
known, substantially increased the liability of 
those writing workers' compensation 
insurance in making larger payouts to those 
claiming compensation. But while total 
liability was increased, it had little immediate 
effect on the massive amount of rate-cutting 
evident throughout the industry. 

Interestingly enough, it is in this very area 
that premiums have risen considerably over 
the past 12 months — in some cases by as much as 300% — as 
insurers have become far more selective in the business they 
write in this area due to their increased exposure, especially 
given the very long tail from which this sector suffers. 


in the industry over the past five years has been to 

force an enormous amount of industry rationalisation, 
which became particularly apparent as underwriting losses 
mounted. 

Some of the more notable include: the transfer of Commercial 
Union Assurance Co's life-assurance activities to the National 
Mutual Life Association of Australasia (NML) and then the 
transfer of NML’s general insurance operations to Commercial 
Union, which is now styled National. Commercial Union; the 
transfer of Legal and General's general-insurance activities to 
OBE Insurance Group; the purchase by Nationale de 
Nederlanden of Holland of 50% equity in Mercantile Mutual 
Insurance; the purchase bv the West German Aachen and 
Munich Group of 50% equity in Traders Prudent Insurance 
Co.; the merger of the non-life activities in Australia of 
Prudential Cornhill Insurance Co. of Australia with those of 
Phoenix Assurance Co of Australia; and the merger of the 
Australian activities of Skandia Insurance Co. with those of 
Preservatrice Insurance Australia. 

While there has been a very high level of merger activity under 
way over the past 18 months, few expect a substantial slowdown 
in the rationalisation and restructuring of the industry. Most 
have become far more selective in the business they write and 
others have moved right away from some trouble spots, such as 
workers' compensation. 

One factor which has had a positive effect in reducing the 


T he ultimate effect of a much stiffer level of competition 


rers posted | б 

{ог reinsurers, represe 2795 of iui 

underwriting losses of the direct insurers stoo: 
ums earned; Ws а 
his latest annual report, the insurance commissioner noted: 
insurers generally seem to be showing signs of 
tisfaction with the level of losses being incurred, with some 
ig steps to avoid such losses in the future . . . Reinsurers 
urrently appear to be making a closer examination of past 
rformances before renewing reinsurance treaties. 
“Tam also aware of some instances during the year where 
einsurance companies have subjected the books of their ceding 
ompany to a form of independent audit. It therefore seems 
hat reinsurers generally are tightening up their underwriting 
licies and are no longer prepared to accept without question 
business directéd to'them. It is to be hoped that amore 























isproportionate share of unprofitable business to 

nsurers.” " | | 
ut while the general-insurance industry has been in a state 
ioil; the life-assurance sector has also been subject of ` 









vere drift in savings away from the traditional life- 
ance sector due to high rates of return available 
here. . 
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Klaus Sorensen in Wellington 
he New Zealand insurance industry saw action on 
Imost every frontlast year. The 1982 budget brought in 
a changed tax regime for life offices which effectively 
d their tax bills, while at the same time the rate of 
ons increased from the Life Offices Association's (LOA) 
sole. agents and on the so-called twisting agreement — 
g companies or their agents from twisting another: 


ers have had to battle with continuing underwriting losses 
nd the effects of inflation on the competitiveness of life 
ance as an investment, not to mention aggressive selling 
niques. of the smaller companies with direct mail offers of 
p-term life assurances > = E 
ut for all that, there is no.lack of confidence in the industry. 
olicy sales continue to be buoyant and investment returns 
om surging sharemarkets in the past two years have provided 
ifficiently increased profits to cover the contingencies of 
underwriting losses and legislative changes. 
Ви in terms of industry politics, greater upheavals are 
becoming evident. While most insurers are happy to abide by 
the twisting agreement, there are exceptions such as the 
Guardian. Róyal Exchange group which, in 1981, broke away 
mihe agreement to market insurance openly on the basis of 
ncouraging the replacement of existing insurance. 
ut the real problem area for ГОА is the sole agency 
testion., Three months ago the country's best known and 
st locally owned insurer, New Zealand South British Group 
| iously expelled from LOA because it 

















more heavily on selling insurance th 
^ The NZSB move pro са 
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; million. Also; another big life office, the MLC, was recently: 





|: developer Lend Lease Corp. emerging with a 40% shareholding 
and determined to take the insurance group further down the 


esponsible approach from reinsurers will emerge, thus making: 
iore difficult for the irresponsible direct underwriter to cede 


nge (REVIEW, Apr. 16, '82). Spiralling interest rates led - 






“expelled for the same reason, as LOA implemented its policy 





| resignations, saying that Ae 





‘small proportion of life assura f 
"brokers and that LOA's remaining nine members still represent 


any's policy-holder into taking up a new policy. In addition - 









ed group idge p 
€ biggest mutual life fund 
s ia Mutual Provident Society (АМР). 
Post-merger, assets will stack up as follows: AMP with:A$7.6 
million, while the NML/T and G Groupwwill have A$4.76. 








the subject of a partial takeover offer, with big property 








road of financial services. . 

The only area of life-assurance:savings to receive a filip in 
recent years has been a special A$1,200-a-year policy, which 
has attracted a tax benefit from the authorities. In all other . 
areas, the big life offices are running hard to stand still: in 
addition, they are at present tax-exempt. | 

Under proposals put forward in the Campbell Committee 
inquiry into Australia's financial system, this may change. The 
big life offices have achieved tax-exempt status by agreeing to: 
take up a set portion of their assets in government paper, 
thereby assuring the federal government and semi-government 
authorities of a certain market for their fixed interest offerings. 

‘But now the committee has recommended that the restriction 
on holding the set 30% of their assets in government paper be 


` removed and, in turn, that they then lose tax-exemption status. 
‘The authorities are yet to act on these recommendations. @ 






on sole agents and the Royal Insurance Company resigned for. 














a had to be expelled because it | 
roach and it-would have been 
Aetna. He argues that only a 

is currently sold through. 





had gone for the open-agency 
unfair to expell NZSB and no 


some 75% of the insurance market. If the brokers gain a greater 
hold on the business “they could trade product from company 
to company and force up commissions — chasing commissions 
by swapping policies — which means the industry would lose 
control at the front end." - 

One LOA member, National Mutual (NM), recently made 
its position on twisting clear when it tóok legal action against a 
former agent who was swapping its policies for those of another 
company — and won the action. Wiesen к. 

In terms of direct financial impact, the government's decision 
to change taxation on life offices — from a charge of 30% оп 
bonuses declared to31% on net investment income — has been 
the single largest body-blow for insurers. | 

The budget decision was based on Treasury advice, but now 
insurers suspect the advice was faulty. The change in the basis 
of taxation was designed to bring life offices home from their 
long tax holiday and make them pay tax more in line with other 
institutions, і ИСИ 

Treasury's calculations led them to believe the tax change 
would increase life-office tax by 55% :1їп practice the changes 
meant a 100% increase in taxation for most offices. 

Life-office investment income stands at approximately 
NZ$400 million (US$266.67 million) and it seems the net tax 
liability will. rise from NZ$55 million to well over NZ$100 
million, resulting in an impressive revenue gain for the 
government. But for smaller insurers with low-bonus 
declarations such as those involved in term life assurance, the 
percentage increase in tax liability can be as high as 300%. 

NM's Clive Ashenden said there was no doubt about the 
effect on his company: *Our tax bill has approximately 
doubled.” But NM has not been taking it lying down. The 
company introduced an inflation-adjusted, index-linked life- 
and-disability policy last year and it attributes a "significa 
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Hydroponic horticulture: hurting life assurance. 


part” of a 46% in new premium income to this tactic. 

Its total new premium income was up from NZ$21.3 million 
to NZ$31.2 million for the year to September 30, 1981, 
disability-insurance sales increased 100% because of the 
inflation-adjusted package and, as a result, the NM fund found 
it had more than NZ$170 million to invest in the year to 
September 30, 1982. Of this amount NZ$35 million went into 
housing and rural mortgages, while the bulk of the remainder 
went into the property portfolio and the sharemarket, swelling 
the property portfolio to more than NZ$235 million and the 
share portfolio to more than NZ$100 million. The NM approach 
is symptomatic of how the industry is moving: inflation has 
seriously threatened the competitiveness of investment, luring 
many customers away with their promise of NZ$100,000 life 
cover for a few hundred dollars. 

The boom in syndicated investment in horticulture and 
farming and their major tax write-offs have also taken their toll 
on life assurance’s previously unquestioned position as a sound 
lifelong investment. But despite the tax raise, the government 
added a sweetner in the form of an increase from NZ$800 to 
NZ$1,200 in the personal tax exemption for life-assurance 
premiums. 

The exemption is an integral part of the calculation insurance 
salesmen use to convince customers of the investment worth of 
life assurance and to that extent the increased exemption has 
given the industry further relief from the pressures of 
competition. However, no amount of legislative action can solve 
problems faced by the country’s major general insurers from 
underwriting losses, particularly since they have been occurring 
increasingly in Australia where cut-throat competition in 
property and worker compensation insurance has whittled 
premium income to clearly uneconomic levels. NZSB is this 
country’s major insurer in the Australian market and its trading 
accounts have suffered markedly in recent years from these 
losses. 

However, the underwriting situation is showing signs of 
recovery in Australia and, in the half-year to September 30, 
1982, NZSB saw a reduction in underwriting losses. But, 
because of the disastrous Australian bushfires since then, the 
recovery trend will almost certainly be interrupted. 

Both NZSB and National Insurance have considerable 
business in southwest Australia and the companies have 
estimated their bushfire exposure, net of reinsurance, as NZ$5 
million and around NZ$500,000 respectively. But fires apart, 
insurers such as NZSB are heaving a collective sigh of relief 
that sanity is returning to the Australian underwriting 
situation. 

High returns from investment income and capital profits have 
cushioned NZSB from the potential devastation of underwriting 
losses but, in the latest half-year while this trend has continued, 
clouds have been gathering on the company's other income 
fronts. 

The half-year to September 30 saw an increase in revenue 
from NZ$277 million to NZ$308 million but a fall in net profits 
from NZ$20.9 million to NZ$19.3, despite a fall in the 
underwriting loss from NZ$22.3 million to NZ$16.5 million. 
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The reason was that, while investment income increased by an — 
impressive 21% to NZ$19.6 million, realised gains from 759 
investment sales were down sharply from NZ$15.9 millionin — 
the previous year's first-half boom to NZ$2 million. * 
Helping to counter this was an improvement in ex 
gains from NZ$4.2 million to NZ$7.5 million and a win 
increase in property gains from NZ$617,000 to NZ$6.7 milli 
But the important factor was a fall in the ratio of claims in 
relation to premiums. They were up from NZ$206 millionto 
NZ$214 million, while claims were down from NZ$158 million — 
to NZ$147 million. 
In percentage terms, claims were 68% of premiums compared E 
with the previous half-year figure of 77% and that of 78% for 
the previous full year to March 31, 1982. 
The company's finance and planning controller, Roger Clarke 
confirms that, while the underwriting situation is improving, — — 
the company is preparing for less spectacular incomes from 21 
property and equities and a tough second half following the — | 
bushfires. ү! 


* x 


According to Clarke, investment income increased 
considerably because of high interest rates following the 
company’s investment strategy switch from equities to fixed 
interest at the end of 1981. To an extent they are now tocia 


will eventually show through and subdue the company’s 
investment income, while the steadily reducing market-price to 
book-value figure on equity investments means it will become Ё 
increasingly difficult to realise large capital gains. E 
For NZSB the forecast is probably a worsening of trading — 
performance prior to a longer-term recovery: for the rest of the 3 
industry a period of consolidation will be needed to digest the _ 
impact of a hectic year. [4 


90% knowits  . 
value, but cannot. 
afford it 


Jayanta Sarkar in Calcutta x 
I: a country where nearly 45% of the population is believed 3 
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to be living below the poverty line, life assurance remains — | 
essentially confined to the upper, basically urbanised strata - 

of society. The total number of individual policies stood at 23. 65 _ 
million in March 1982. Even assuming one policy per head, 3 
this would mean that less than 10% of the workforce do not - 3 
have a personal insurance cover — and in the more affluent — 
classes many people hold more than one policy. The hard fact — — 
is that if the 90%-plus balance has not taken out an individual — — 
policy, it is not because they are unaware of itsvalue but because _ 
they cannot afford it. ? 

The country does not have even the semblance of a social ^ 
security programme, largely because of budgetry constraints of. 
the government. The joint-family system, which in the past 
acted as a sort of cushion for its members, is also fast 
disintegrating: and so many wage-earners are now turning to 
group insurance which is less rewarding than individual 
insurance but better than nothing at all. The coverage of group 
insurance, taken out by governments, governmental agencies, 
corporate bodies and even small establishments, is steadily 
widening; in fiscal 1981-82 the sum assured under this scheme 
was about double the figure for individual insurance. t н 

Intense debates, however, continue to break ош from time — — 
to time in the press and legislatures as to whether or not life ч 
assurance in India has become a rather expensive proposition. 
The common charge is that premium rates have been fixed too 


67 








urance Согрогацоп of India res which came into being - 
eptember 1956 following the nationalisation of some 250 
ate (including some foreign) companies, has been using its 
nopoly position to set premiums and bonuses peremptorily 
ut any fear of competition. 

/hat has added grist to the mills of Lici’s critics is the rather 
tandard of service rendered by this sprawling organisation. 
or along time the powerful Lici unions had opposed 
uterisation of operations. The issue ran hot for some time 
nally the unions had to give in. The government has now 
Oted a proposal to break the monolithic body into five 

nal sections so that each of them becomes more 

geable. A bill for this purpose is likely to be brought before 
liament shortly. . 

ot long ago in India, asin many other developing countries, 
Iking about one’s death was considered taboo, but those days 
gone. Such sentiments no longer remain except perhaps 
ong rabidly traditional elements to be found in some rural 

kets. The message of insurance has steadily spread through 
ata of society. Lici and even some private agencies — not 
ctly supposed to do such business — are increasingly pushing 











ral areas. But because of wide поа in agricultural 

ne due to climate and other factors; the lapse ratio in rural 

s remains high. 

ll these odds, Lici has been able to maintain a steady 

ts business..In terms of sums assured, it recorded a 
f Rs 34. 928 billion (US$3.53 billion) i in individual 

nce in 1981-82 against Rs 20.207 billion in 1977-78. In 

insurance the rise was from Rs 37.849 billion to Rs 67.048 

; For the first time in history, new business crossed the 

mark of Rs 100 billion sum- -assured in 1981-82; In the same 

r premium income exceeded Rs 10 billion for the first time. 

tal business at the end of March 1982 was Rs 241,334 billion 

dividual assurance and Rs 77. 869. billion in group 

surance. 

‘Over the years Lici has started new Schemes to suit policy- 

lders' specific interests. The endowment policy remains the 

ngle most popular scheme, accounting for more than 9596 of 

total business. Some other schemes are: fixed-term marriage 

nt policy, educational annuity. policy, mortgage 
emption policy, money-back, progressive-protection, 
- children's anticipated policy and. limited-payment life policy, 
__ besides (of pun vhole life p Premium rates for such 










` 446,000, or a third to a half of the amoun of premium. 









paying. 
remiums can claim a deduction of Rs 

9,000 from his taxa income. Depending on his income 4. 
bracket, thiscould mean a tax saving of anything between Rs 












payments. 












business is that some people with black money 

(undisclosed unaccounted funds) have found in - 
insurance à convenient method of laundering their black 
possessions into white assets. The simplest method is to pay 
the premium out of such black money which — once Lici makes 
its payments — becomes white. Although there is a stipulation 
that one can take out policies only up to the point where the 


О пе major fortuitous factor behind’ Lici's growing 


' premium burden does not exceed 30% of annual gross income, 


the rich and the clever have ways of rending the rules to suit 
their purposes. 
The corporation’s policies can also be used as collateral by- 


"individuals for raising loans from Lici itself or from banks. This 


has been one major consideration behind the growing business: 
in life assurance. A few years ago the government introduced a, 
system of linking life assurance with units sold by the Unit Trust 
of India. This is the closest to investment-linked insurance there 
is in India and has become quite popular, But the insurance 
ceiling under this scheme is set at only Rs 12,000 and is meant. 
essentially for low- and middle-income groups. 

The general insurance business in India is also now totally 
under government control. The apex body is General Insurance- 
Corporation of India (Gici), also formed following the 
nationalisation of private companies. Gici has four subsidiaries 
free to compete among themselves and handles all non-life 
business. Most of this business is compulsory for specific 


. categories, which largely раш the "am growth in Gici's 


premium income. 

But one major lacuna is that. many parties often tend to under- 
value when insuring an item. Realisation that an incomplete 
policy covering only part of the actual valuation can be counter- 
productive has. not yet been shared bya large section of the 
people. Even business houses are sometimes caught napping in 
the event of fire; natural calmity or some such contingency 
because they tried to save a few thousand rupees by deliberately 
under-insuring. At the same timé, there is a Strong feeling - 
among many sections of the people that, as in life assurance, in 
general insurance too the authorities often fix high premium: 
rates. i 

Over the years both corporations lade been playing ama jor 
role both as lenders and investors of funds. The accentihas been 
on supporting developmental activities like electricity and 
housing schemes, water supply and road transport. They also 
operate in.a big way on the stockmarkets. In Lici's case, the 
public sector takes up nearly 7976 of its investment with the 
cooperative sector getting some 11% and the private sector 
taking the remainder. Gici also backs socially oriented sectors, 
but a major portion of its funds goes into business investment. 
The two.corporations, together with some other financial 
agencies, have come to assume the role of major prop to the 
corporate sector by following an open-ended policy of buying 
up shares, especially when they tend to slide downhill. 

With the entire insurance business now under government 
control some old practices of dubious diversion of insurance 
funds to speculative activities and other socially undesirable ` 
operations have been stopped. But it would be less than fair to 
say that the corporations are always operating totally efficiently 
or economically. Insurance grapevines are full of stories of 
liberal largesse changing hands in questionable deals. But that 
is not the only area where public-sector corporations have failed 
to live up to public-sector philosophy. If the idea was to bring 
insurance closet to the masses and develop it as some kind of 
social security system, that Purpose has to date remained largely n 
unrealised: ш | | ew 





"Which European 
airport gives you the 
fastest cargo connections... 
ondon, Paris or 


Frankfurt?” 
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КІМ” ultra-modern Cargo Centre at 


Amsterdam airport offers the fastest connections. 


From Amsterdam, KLM alone can fly your 
cargo to 119 cities in 75 countries. 

Add the other 60 airlines that operate out 
of Amsterdam and that gives you more than 180 
destinations worldwide. 

And no other airport offers better 
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rail and road services into Europe than Schiphol 
Amsterdam. 

Can you afford not to ship your products 
through Amsterdam? + 

Call your agent or KLM 
Cargo for full details. 


KL. 
The Reliable Airline CARGO 





UR an 
make money in todays 


Succeeding in world financial markets may be even tougher tomor- 
row than it is today. The choices are multiplying. The risks are 
rising. The rules—and rates —keep changing. Now, more than ever, 
corporate treasurers need up-to-the-minute money-market infor- 
mation, sound advice, timely execution. And ideas. 


Any bank can lend you money at 
a rate. At The Morgan Bank we 
try to add value. How? By com- 
ing up with innovative solutions 
to short- or long-term financing 
needs. By understanding and 
anticipating developments in the 
world's money and capital mar- 
kets. By helping you act in time. 

Here's why treasurers of major 
multinationals increasingly turn 
to Morgan to achieve corporate 
funding and investing goals. 

Morgan gives you experience. 
No bank knows more about the 
interrelated elements that affect 
financial markets —interest rate 
differentials, currency fluctua- 
tions, capital flows, central bank 
strategies. Around the world, 
around the clock, Morgan people 
exchange vital information and 
ideas. They learn what's going 
on, and so will you. 

You'll get a global perspective 
—from the country-by-country 
analvses of our international 
economists to interest rate and 
currency judgments by our for- 
eign exchange specialists. 

Morgan concentrates. We 
specialize in serving corporate, 





institutional, and government 
clients. And we've centralized 
all our money-market activities 
in our Treasurer's Division. 
Whether located in New York or 
in other world financial centers, 
our traders, analysts, and portfo- 


In Morgan's Tokyo foreign exchange department, 
Kemp Mitchell and Hisashi Okada. 





lio managers are close to their 
markets and in constant commu- 
nication with each other. And 
their expertise is readily available 
to all our banking officers. 

This unified approach gives 
The Morgan Bank and its clients 
more speed, more contact, more 


knowledge than ever before. 

Morgan’s needs parallel yours. 
Our treasurer needs to raise 
funds and invest for our bank 
just as you do for your company. 
Since our interests are alike, we 
use the same skills, data, and 
advanced technology to help you 
that we use to manage our own 
portfolio and worldwide positions. 

Morgan is fast. You'll be 
impressed bv how quickly we 
respond to your requests and 
make major commitments. 
That's because we know the 
sources and users of funds, how 
to gain access to them, and the 
best choices to meet your corpo- 
rate needs. And we're not bound 
by red tape. Morgan officers have 
the authority to make decisions 
on their own, on the spot. 

Morgan is a market-maker. 
We make markets in U.S. gov- 
ernment and agency securities, 
money-market instruments, 
municipals, gold bullion, Euro- 
bonds, foreign currencies. 

The markets we make are 
large enough so that even our 
biggest clients can deal within 
them—and know that our spreads 
will be among the most competi- 
tive in the industry. 

Morgan helps you manage 
liquidity. When you have sur- 
plus funds to invest we give you 
a choice of investment options 


helps treasurers 
tough money markets 
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Four of the Morgan officers who solved a client's long-term financing problem with a foreign currency borrowing privately 
Е 

placed and hedged into U.S. dollars. From left, Jonathan Seem, head of the bank's Far West Department; Maureen Hendricks, Inter 

national Financial Management; Robert Engel, Executive Vice President and Treasurer; Bruno Eberli, Foreign Exchange Trading 


that cover the full spectrum of 
money-market instruments. 
When you need money we pro- 
vide competitive short-term 
credit for working capital and 
other purposes, in dollars and 
local currencies. 

Morgan is good for the long 
term. Among the growing num- 
ber of longer-term financing 
options we offer are loans for 
fixed assets and for project devel- 
opment. Morgan also arranges 
private placements in various 
currencies with U.S. and foreign 
investors. Through our London 


subsidiary, Morgan Guaranty 
Ltd, we're one of the fastest 
growing underwriters of fixed- 
rate, floating-rate, and converti- 
ble securities in the Eurobond 
market 

Morgan gives you money- 
saving ideas. Because The 
Morgan Bank makes major com- 
mitments as principal in both 
capital and foreign exchange 
markets, we can often help 
reduce the cost of vour dollar and 
foreign currency financings. We 
can also show you how to reduce 
the effective costs of vour total 


financing through efficient tax 
planning. We'll develop new 
Ways to protect you against for- 
eign exchange exposures. And 
we'll alert you to hedging and 
arbitrage opportunities. 
Morgan is ready to help you. 
Talk to the Morgan officer who 
serves you, or write directly to 
iobert G. Engel, Executive 
Vice President and Treasurer, 
Morgan Guaranty Trust Company 
23 Wall Street, New York 
New York 10015 


The Morgan Bank 
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F. Kikan:. 


World War Il t 
Fujiwara. oi 











olénce ae 
jesty’s [Emperor 
. that extends not 






yps but 
diers and indigenous people : 
modest and moderate, refraining. from 
being loud-mouths, political bullies or 
swaggerers. We fight with noble principles 
in the place of arms." 

So in 1941 members of the F. Kikan 
(Fujiwara unit) were flown: into a for- 
ward invasion base on the Malayan bor- 
der. It was an ad hoc operation born of 
Tokyo's sudden realisation that there was 
a gap in the Southeast Asian eaten 
plans. 

The kikan consisted of 11 men (all un- 
armed) and their only transport was two 
rusty motorcars bought cheaply on arri- 
val. They spread out through northern 
Malaya to be welcomed’ in a seemingly 
endless round of tearful embraces, sizzling 
hot curries and, since they were dealing 
mostly with liberated Indians, non-stop 
speeches. 

Plunging down to Singapore with for- 
ward troops, F. Kikan did a great job of 
penetrating the lines of shaky Indian 


troops carrying out — due to half-witted | 


British soldiering — a seemingly endless 
series of withdrawals. With megaphone in 
hand and with a carpet of surrender 1еаї- 
lets dropped by the Japanese air force, 
Fujiwara and his kikan rounded up far 
more surrendered Indians than anyone 
dreamed of. Even the evil Col Masanobu 
Tsuji, massacre master of the invading Ja- 
panese army, who was always on the look- 
out for useful mayhem (Letters, REVIEW, 
Apr. 2, 82), was stunned by the success of 
such milk-and-water methods. 
But to his chagrin, the author soon 
realised that the emperor's benevolence 
was regarded really as just as much hog- 
wash by hard-bitten staff officers on com- 


mander Gen. Tomoyuki Yamashita's | 
staff. *I did not deny that atrocities had. 


been committed in China by Japanese of- 


ficers and men,” Һе writes. Now, to his |: 


= disgust, they began in his area. - 


jen. (promoted from cap- 
ingh and into some sort of 


HISTORY 


Where the Japanese went wrong 


“As he was arranging the Indian PoWs | 
pe the Indian National Army (INA) | 
oM 


the long-established Indian Independence 


League (IIL) and awaiting the arrival of 
Subhas Chandra Bose from Berlin, the Ja- 


panese in Singapore got into their blood- 


thirsty stride again. 

“Major, do you know that the A in 
Singapore i is arresting Chinese and is com- 
mitting massacres without discrimina- 
tion?" blurted the Singapore _ 
HL chairman, whose wife was © 
the “daughter of а local 
Chinese. "What is this frenzied 




































































forgetting he: was in no posit 
strength, refused to t 
in Burma unless t 
met: equality betweet 

ernment and ПА on the 
INA and IIL on the 
dian independence 























“plied Tokyo. “There is alimi 
Indians get their own wa | 

































































act when the British army has 
already surrendered? Has the © 

















Japanese army lost its mind?” 


































Yes, the IJA had lost i 
mind ‘and this was the sta 





























of the revérsal of Japanese | 
fortunes in Southeast Asia. 
Welcomed in late 1941 as liber- ' 
ators from white colonialism | 
with ‘tears of joy, by the end of 
1942 the ITA had dissipated all 
the goodwill it had, but the liberated still 
had tears in their eyes — from Kicks and 
blows dealt at.random.by the emperor's 


benevolence: ` 
Fujiwara rushed to his immediate staff 
headquarters: had the massacres been or- 


colonel replied that he had been overruled 
by other staff officers with extreme opin- 


‘Fujiwara or else the INA .would run 


scared. The killing was stopped next | - 
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their political wing; | 


Fujiwara: chagrin. 


men as they carried out his. policy of 


‘dered by the army, he asked. The staff |" 


ions. Well then, at least stop it now, urged. 
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. panese relations deterio 
| This i isa valuable boo 








“thinks the raggédy’ 
have spearheaded a maj 
advance into India, bringing in 
"dence earlier. But Mohan Singh w 
him in 1942. that the Indians wou 
any ее incürsion — even on 
the INA 














































be Brenta in SU phon 
Malaya. It is unworthy of Fujiwara 
bemoan the fact that an army as sa’ 
‘the IJA was not let loose on Indi 


































ngkok: Despite its failure to. imple- 
t some of the economic policy reforms |. 
ich were conditions of the first struc-- 
al-adjustment loan (SAL) Thailand ob- 
i early 1982, the government ex- |` 
receive a second SAL of US$175 |. 
on from the World Bank shortl А 





he programme initiated Бу the 
World Bank to bring about far- 
. reaching economic reforms through - 

conditional credit packages called - 
_ structural-adjustment loans, or SALs 
REviEW, May 28, '82), is moving 
ahead. Thailand, the Philippines and 
South Korea, in the vanguard of the 
ume, are all set to receive 

cond SAL - —ü fast-disburs- 


оге! Linistry 
Is, secured initial. World - Bank 
nt іп Washington late last month 
new loan, which is subject toa 
al approval. by. the bank’s board, isex- |: 
to be disbursed around May. da 
ough the Thai Government: has]. 
cessfully initiated vital reforms. 
reas, authorities were defe. 
rst serious attempt late last: year to 
tility prices (REVIEW, Dec. 3 '82). 
ле price гіѕеѕ were part of a broader fis- 
I policy reform package which, together. 
forms in four other areas — agricul- . 
. industry, energy and government ad- | 
ration — constituted the main con- 
attached to the first (HPR mil- 
AL. 


| е: more jerry effects: of 
mo ing from headlong growth (which 
has run into a recessionary. wall) to- 
a more durable advance, This. 
is despite the failure, in Thailand's 
‘case, to meet fully World Bank condi- 
tions attached to. the first SAL. 
REVIEW correspondents chart the 
progress so far. 
ETAL ад а а ш лы нА 


for fiscal 1982 (ended last September), the 
actual deficit is unofficially estimated to 

have topped Baht 37 billion. Unofficial es- 
;itimates also show last fiscal year’s targeted 
ic | Baht 140 billion of government revenues 
| falling. short by. more than 15%. The 
budgetary shortfalls were largely offset by 

























ents genuine intention to go ahead | 
he price rises," commented опе 
Thai official. It also underlines the 
ilateral agency's general endorse- 
ent of the direction this country is taking 
ards various aspects of structural ad- 










ffi cial sources said that since the sec- 
SAL represents an extension of the 
loan, conditions relating to the five 
$ of economic-policy reforms will re- 
ain largely unchanged. Thailand intends 
make use of three or four such loans to 
hieve the aims of structural adjustment, 
h is the main theme of the current 
"plan, covering 1982-86 (REVIEW; | 


| Ву Reginald Child 

| Seoul: South Korea has been relatively 

| successful so far in implementing the con- 
ditions of its first structural-adjustment 
loan (SAL) — and is hoping for a second 
loan before long. The World Bank's first 





lion, repayable over 15 years, including 
| three years" grace, at an interest rate of 
11.6% a year. 

The loan was designed to support gov- 
| ernment efforts to adjust the economy to 
changes in the international environment 












^ There is little doubt that fiscal reform 
particularly the utility price increases — 
as been ова high priority: in the 










scaling down subsidies: to some -of the 
money-losing state enterprises (which | 
operate public utilities) on the other has 
been made all the more obvious i view of 


Korea had been especially vulnerable. Its 
Aion in 1978 to US$6.2 billion in 1980. 


arly 1980 and adoption of a more flexible 


A 


government, 
changes in February 1982 which, among 
other things, broadened the tax base with 
the introduction of a property sales.tax. 
Import tariffs on- selected luxury. items 
were brought down to discourage smuggl- 
ing and increase government revenue 
through more legitimate imports. 


tively smoothly, plans 
prices, were undermi 
tion. 
likely to take place until after the general 
election scheduled for June. In acknow- 
ledging the first SAL in April 1982, the 
Thai cabinet was told by the Finance 


|So far so good for Seoul 


South Korea hopes for a second loan after doing 
|; relatively well in meeting World Bank conditions 


SAL to South Korea was approved in De- . 
cember 1981. The terms were US$250 mil- 










brought about in particular by the sharp. 
oil-price increases in 1979 and 1980. South. 


oil-import bill rose from about US$2.3 bi- 





However, well before the loan ap-. 
the government took several mea- 


larger-than-expected government: bondi is- 
sues. 


As part of the fiscal-policy reform, the 
implemented «major. tax 


The longer-term aim is toreorganise the 


entire import tariff structure and bring it 
within a unified band of 5-50%. This is de- 
signed to eliminate protective tariffs 
which have bred inefficiency among sev- 
eral 
privileges dating back to the 1960s. After a 
long try-out, a number of local tax offices 
were formally. set-up in:several parts of 
Bangkok last уез! 


industries enjoying promotional 


improve tax collec- 





have proceeded rela- 
or higher utility 
by public opposi- 
ich reforms are un- 





It appears th 










exchange-rate policy, a Жыр increase in 
domestic energy prices and ‘restraint of 
wage increases. 

Under the World Bank-assisted adjust- 

ment programme, action was to be taken 
to reduce energy-related imports further, 
improve industrial efficiency, promote ex- 
ports, increase domestic-resource mobili- 
sation, and support a government policy 
of reducing its direct intervention in the 
economy in order to give greater play to 
market forces. 
Specifically, conditions of the loan in- 
volved the initial establishment. of task 
forces on energy pricing, the car industry, 
the heav chin dusti 
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Bangkok buses; crowded ргіѕѕепдег train: protests stall fare rises. 


Ministry that one string attached was the 
elimination of operational losses at certain 
inefficient state enterprises by raising util- 
ity rates. The underlying aim was to lessen 
subsidies. 

According to a Budget Bureau source, 
direct budgetary allocations to subsidise 
the enterprises in question amounted to 
roughly Baht 3 billion annually in recent 
years. But unless their financial situation 
is reversed, more losses will inevitably 
translate into more subsidies in the years 
to come, representing a financial drain the 
government can ill afford. 

The Bangkok Mass Transit Authority 
(BMTA) — the state-run Bangkok bus 


ernment to review the system of industrial 
incentives, and proposals were to be for- 
mulated for strengthening the project- 
evaluation system of the Economic Plan- 
ning Board (EPB) and other ministries 
and agencies. 

The loan was disbursed in 1982. There 
appear to have been no important obsta- 
cles regarding World Bank approval of 

in the p e, with the latest 
interim report given in February. In fact, 
with the relatively successful performance 
of the past two years, the South Korean 
economy is often cited as an example of 
adjustment and ability to adapt to a 
changed international environment, 
though this cannot be attributed just to 
measures ted as structural adjust- 
ment and at all, as yet, to the im- 
pact of programmes associated with the 
loan 


The current-account deficit has been re- 
duced to about US$2.5 billion from more 
than US$S billion in 1980. Oil imports, 
running at US$6.4 billion last year, have 
stabilised despite real national pro- 
duct growth of around 6% for the past two 
years, and inflation has been brought 
down to around 5% from nearly 30% in 
1980. Also, policies such as those dealing 
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company — is the worst case, having ac- 
cumulated about Baht 3.5 billion in losses 


(at the end of last year) during its seven 


years of operation. Last October, thie 
cabinet approved a Finance Ministry- 
proposed package of price rises — cove:r- 
ing Bangkok bus fares, Bangkok and p'ro- 
vincial water rates, nationwide train fa res 
and telephone rates — on condition that 
the enterprises concerned improved effi- 
ciency and minimised operating costs be- 
fore imposing new rates. 


here is little doubt that the govern- 
ment realises the need for reforrns but 
has probably lacked the political will ‘to exe- 


with energy pricing and reducing govern- 
ment intervention have been clearly in 
accord with the aims of the loa/n-sup- 
ported adjustment p. mme. 

In February, а World Bank delegation 
visited South Korea. It was indicat ed that 
World Bank lénding to the country in 1983 
is expected to amount to some US$700 
million, with US$250 million of th at in the 
form of a second SAL. It is unclerstood 
that arrangements for the loan are: still at a 
fairly preliminary stage and any diiscussion 
of conditions attached will await the 
further action progr ammé to be drawn up 
by the EPB. 

Although not directly related , progress 
on the government's request for US$420 
million from the International Monetary 
Fund in stand-bys could also be an influ- 
ence. Regarding the actual terms of the 
possible US$250 rnillion SAL, a 15-year 
repayment period, including three years' 
grace, is again expected. The World 
Bank's interest rate could ca use some dif- 
ficulty in disbursement, as it is above in- 
terest rates available dome:stically. How- 
ever, in view of current international in- 
terest-rate levels, this situation applies 
generally to South Korea's overseas bor- 


rowings. 








cute them. “The SAL conditionality might 
have served as a further stimulant to get 
the government into action," commented 
one state-enterprise executive. Shortly 
after the decision, a senior World Bank of- 
ficer based here privately praised the gov- 
ernment's *courage and determination." 

However, an official move to raise the 
Bangkok bus fare from Baht 1.50 to Baht 
2 in early November 1982 triggered wide- 
spread protests by students and labour 
unions which forced the government to 
back down. A fact-finding committee was 
subsequently set up to probe the BMTA's 
financial position, as well as allegations of 
inefficiency and corruption. To date, the 
fares remain frozen at the previous level. 
The incident also stalled rate increases in 
other utilities, originally scheduled to take 
place around December-January. 

The feeling in many official and unoffi- 
cial quarters now is that the government 
must clearly explain to the public the irra- 
tionality of subsidies — particularly in 
cases like Bangkok bus fares, whereby the 
more affluent city residents are in effect 
subsidised through government tax re- 
venues paid by the poorer rural people. 
The agencies concerned must also prove 
that by raising prices, they can provide 
more efficient services. 

Meanwhile, the government has-suc- 
cessfully initiated reforms in other less 
controversial areas. As part of the agricul- 
tural policy reform, authorities have 
deregulated livestock marketing by per- 
mitting the establishment of private 
slaughterhouses to produce meat for ex- 
port. The programme is designed to in- 
crease agricultural (livestock) value- 
added. 

Two companies were granted promo- 
tional privileges by the Board of Invest- 
ment in January to operate cattle and 
pig abattoirs. They will initially be al- 
lowed to sell 50% of the meat domestically 
but the mandatory portion for export will 
gradually increase. 

In line with the industrial-policy re- 
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nila: Despite the dampening etas 
ued deterioration in the terms 


textiles. and garments, 
nd the lobbying of domestic 


processed food, 
{ ware, handicrafts, furniture, cement, veh- 
| icles, electrical appliances and electronic 


Bank confidence in and the. government“ qo 
hnocrats’ commitment | to weeping. the | 


| The second. SAL is tied mainly to re- 
‘reduction. and import-licensing form of the Board of Investments (Bol) 
on related to specific over-pro-- 
cal industries. The phased pro- 


| vinuation of the tariff programme, certain 
e reduces t riffs tied to М нор 


tax changes and some reform of public-re- 


BUDGETS 


gy consumption due to ‘ie 'conomic. 
down, an effective conservation pro- 
me and the partial substitution of 
er oil with offshore gas in electricity 
neration, Thailand's energy imports last. 
ar dropped markedly. According to 
inary figures Бу the central bank's 
jomic research department, crude oil 
ports in 1982 went down by 8.4% to 
million. barrels. while imports of 
hed . petroleum products. dropped 
to 2.04 billion litres. Total petro- 
msumption (excluding gas substi-- 
bunker oil) was..10,46. billion 
2% from 1981. 

ad energy situation in 1982 is 
an the average annual target laid 
n the fifth plan which calls for a 396 
n oil imports annually and the scaling 
wn of the country's dependence on im- 
ported energy from last. year's 75% (of. 
al energy demand) to 4695 in 1986 
through more utilisation of local energy 
Sources such. as gas, recently discovered. 
-crude oil, lignite and hydro-power. With. 
¿Thai Shell's commercial crude production 
пом under way (REVIEW, Jan. 27) — 
though actual output is said to be slightly . 
elow target — total crude imports this 

year are likely to decline further. 
But the government has yet to adjust. 
he. prices. ОЁ. diesel, 
iquefied petroleum gas 
elow realistic levels ==. 
imension of the energy-policy reform. 
cause the three products directly affect : 
he livelihood of the poorer sectors, any 
гргісе-геѓогт attempt could prove to be yet 
"another politically sensitive issue. .n 


























By Manik de Silva 


Colonnbo: Describing his sixth budget ; as 

a "painful duty . . . a choice between two 
evils with no soft options, " Sri Lanka's Fi- 
nance Minister Ronnie de Mel has sought 
to mobilise domestic resources to.bridge 


billion) budgetary gap with tax measures 
that have caused a string of price increases 
for basic commodities and services. 


same as tthe calendar year — was put off 
until after last October's presidential elec-. 
tion which gave President Junius Jayewar- 
dene a new six-year term and. the De- 
cember referendum allowing parliament, 
which is dominated by the ruling United. 
National. Party (UNP), to sit SIX more 
years without an elec- 
tion. The government is 
only too aware of theim- , 
pact the price increases 
will have on à population 
already burdened with a 
nearly intolerable cost of 
living. But, de Mel said, 
there. was no choice. 
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in the new parliament 
building in Kotte, а Co- 
lombo suburb whüch will . 
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pulp and paper, footwear and leather- | 


incentives policy, though it includes con- | 
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an unprecedented Rs.29 billion (US$1.26. 


| of rescheduling debts; 
‘The 1983 budget — the fiscal year is Ше 





Recurrent expenditure 
Less provision for under-expenditure 


Current-account surplus ^ 
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Cesar Virata. will be completed soon, and. 
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ment, leatherware and handicrafts; food, 

and materials for overseas construction.) 
The incentives are also designed to re- 

place current incentives and tax breaks 

which have allowed .certai 
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Sri Lanka resorts to unpopular tax and duty. increases апа l 
must also borrow more to пов cover a record deficit — 


Jayewardene was pushing hardat the New 
Delhi non-aligned summit to persuade the 
developed countries and the international 
aid agencies to adopt policies that will help 
a debt-ridden Third World to survive. The 
developed countries should “wipe out" 

the developing countries’. past debts and 
start anew, he. said. It was not a question 
“we just cannot 
the 


presidential — election 


(REVIEW, Oct. 29, '82) Sri Lanka has had 
to impose a variety of measures that raised 
. bus and train fares and prices of rice, 
flour, sugar, fertiliser, dairy foods and.a 

variety of other consumer goods. These 
were- conditions the International Mone- 
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industries to — Е 


reduce their capital costs before starting 
operations (allowing tax or duty waivers 
on raw materials and supplies) and have 
kept new firms showing low profits from 
availing themselves of some of the tax 
breaks. 

The relationship of the size of the sec- 
ond SAL to the initial effects the reforms 
have had on the balance of payments is 
difficult to assess, but as deficit financing, 
the latest credit is welcome indeed. The 
original amount of the loan was up to 
US$250 million, but it was decided during 
negotiations in November 1982 to wait 
until January 1983 to resume discussions 
and increase the total. 

The loan has a grace period of five years 
with a 20-year repayment period, with in- 
terest pegged at half a percentage point 
over World Bank costs of funds, adjusted 
twice yearly. Currently, the figure is 
10.93%. A commitment fee of 0.75 of a 
point a year is included with a similar 
front-end fee (US$2.25 million) capi- 
talised. The second SAL brings to 
US$1.28 billion the total foreign borrow- 
ings negotiated so far this year by the 
Philippines. 


tary Fund had required to keep credit 
flowing. The government is due to face up 
to 20 by-elections in May. Jayewardene is 
conscious of both domestic and interna- 
tional opinion about the extraordinary de- 
vice of the referendum he used to ensure 
political stability and to give his economic 
policies a chance of success. 

The by-elections, called for under the 
recent fifth amendment to his 1978 con- 
stitution, are not seen as threatening the 
government's two-thirds majority in par- 
liament. They may give its opponents a 
chance to let off steam but will demon- 
strate, to some extent, the president's sin- 
cerity in his pledge not to saddle voters 
with MPs they do not want. 

As he has done before to conceal some 
of his unpleasant budgetary tasks, de Mel 
used the device of a midnight gazette 
extraordinary on February 18 to impose 
business-turnover tax and customs-duty 
increases that will bring in an added Rs 3.7 
billion revenue this year. The new mea- 
sures doubled to 4% the basic turnover- 
tax rate and increased other rates by 2.5 or 
five percentage points. 

Previously duty-free imports such as 
rice and flour were hit with a 5% duty. 
Some 5% duties were moved up to 7.596 
and some 10% duties boosted to 12.5%. 
АП other duty rates were increased by 10 
percentage points but the peak rates of 
100% and above remained unchanged. 


De Mel said: “We are conscious of the | 
fact that these measures place certain bur- | 


dens on the people of this country. We 
have tried to mitigate them by taxing 













mass-consumed articles at a relatively low | 
rate and the non-essential and luxury | 


items at higher rates ranging from 100% 
and beyond. We simply had no choice in 
this matter. We have to increase our re- 
venue and cut down our expenditure. 

“If we indulge in continued bouts of ex- 
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The Foreign Exchange Division at Credit Suisse 
Head Office in Zunch, with its ultra-modern 
EDP and telecommunications equiprnent, 15 
linked to every financial market in the world. 


In this context prowision of 
real-time market prices is just 
one of the many services we offer 
our numerous clients through- 
out the world. 

Many thousands oj clients = 
private and industrial- through- 
out the world depend on 
Credit Suisse experience iin this 
and other fields. Why not you? 


For Foreign 
Exchange - 
Credit Suisse. 

In its Incredibly Swiss way, 
Credit Suisse, the noted Swiss 
big bank, is a leading operator 
in the foreign exchange 
market of the world. Integrated 
information processing 
techniques and direct links to 
international communications 
systems ensure that our 
traders serve our clients promptly 
and advantageously. 

The automatic calcu- 
lation of spot and forward 
rates relieves the traders 
of routine tasks, leaving them 
free to concentrate on the 
essentials of dealing and service. 
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and duty increases, revenue measures in- 
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|.nance- minister, decided to make these 
funds accountable in the budget. The gov- 














in consultation with the fi- 


11 ernment also decided to reduce outstand- 









г ing treasury bills. 


De. Mel said he had directed the Treàs- 
ury not to utilise Rs 1.5 billion of the pre- 
sent limit on treasury bills authorised b 


| parliament іп. November. "Tech 


has to be credited to the 





vernment intervention to save Phil ippine construction 


nt CDCP could severely strain the 






uy Sacerdoti 
illa: While. the massive government 
oyer of the Construction and Deve- 
ment Corp. of the Philippines(CDCP) 
EW, Mar. 10) may be viewed offi- 
as necessary to protect thousands of 
nd Maanila’s image in the interna- 


al financial community — it is in effect. 
olesale write-off of government expo- 


and merely delays what many view as 
nevitable disintegration of Southeast 


's largest construction conglomerates: 


The raging local debate which followed 
the move has also brought 
ous issues of роне 

viour — protec 

esidential cron 


company; 

tries over expanded presidential pow- 
despite the ending of martial law, and 

He lack of accountability to the public re- 
g ardless of. the amount at Hur funds 


used: 


| Апа though he 
await Securiti 
ion authorisa 

~ “tions: forcing рохе 
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-.| mated. at P6.2 billion (US$659.6 million), 
‘| precisely the value.of the company’s total 





„Roberto . Ongpin  (Jaime's. 


nancial system 


tions to pay CDCP accounts in arrears, 
may simply be impossible to heed given 
the distressed state of the banks them- 
selves (REVIEW, Feb. 17). 

"[The takeover] places a very heavy 
burden on the whole economic structure," 
said Benguet Corp. -president Jaime 
Ongpin, the most vociferous critic of the 
takeover. “The Philippines will not see 
any recovery as long as we have this albat- 
ross hanging over our country." 

Government exposure to CDCP is esti- 


published assets as of December 31, 1981, 
the last year for which accounts are availa- . 
ble. It was in 1981, following the financial 
crisis early that year, that the government 
injected its first P 1 billion for the working 
capital needed to keep CDCP afloat. That 
gave the government 30% of the equity 
and placed the chairmanship in the hands 
of Minister of Trade and Industry and Nå- 
tional Development Co. president 
brother). 
Rodolfo Cuenca, whose Cuenca Construc- 





| CDCP in 1966, kept the presidency. · 


previous figure o Rs 


After taking into account the various 
measures proposed, the final revenue and 


1 expenditure picture for 1983 showed a Rs 
' budget at | 23.4 billion deficit. De Mel said he pro- 

| the last minute. But that will hardly m 

n | foreign finance апа Rs 9.4 billion of 






posed to fund this with Rs 14 billion in 


domestic borrowings. Of the domestic 
funding, Rs 8 billion was to come from 


-non-bank sources, leaving a Rs 1.4 billion 


gap to be funded. from the banking system. 
“There still remains a gap [that needs] 
to be financed from the banking system. It 


| is, however, a vast improvement from the 


1982 position when as much as Rs 4 billion 
was financed from the banking system. It 
is also only around 1% of the projected 
GDP for 1983," the minister said. 


Ithough there was no firm indication 

from de Mel, some observers here be- 
lieve his estimate of Rs 14 billion in foreign 
financing implies optimism about substan- 
tial accommodation from agencies such as 
the IMF, which underwr "s 
return fo a liberalised economy following ` 
the election of the ayovardene govern- 
mentin 1977. i 






tion Co. was amici the fitins that f formed 


“But the burden of currently unproduc- 
tive land as payment for the Manila Bay 
reclamation project, the substantial ar- 
reats in bills payable by public institutions 
for government contracts and under-bid- 
ding to win projects inthe Middle East 
ne the company: scampering for more 

unds. 

In February 1982 the government tried 
to ease CDCP's interest burden by cancel- 
ling some P 1.2 billion in debt in exchange 
for 500 ha. of the reclamation project. 


‘And this year, the corporation received 


another P300 million i in central-bank soft- 
term financing. 

» That was not enough. СРСР” contracts 
меге facing serious delays. The govern- 


-ment’s prestige light rail transit system in 


Manila, for which CDCP іѕ ће prime con- 
tractor, was nine months behind schedule 
and had to go to the financial markets late 
last year to try to arrange a loan of up to 
US$50 million to pay CDCP. 


T: syndication produced only US$34 
million. Numerous domestic infra- 


Structure projects — roads and bridges — 


are up to a year behind schedule, and 
CDCP's largest Middle East contract, a 
US$350 million cross-Iraq highway sche- 
duled to be 70% complete by now, is only 
about 4%. under way. 

Thus, a year later, on February 23, Pre- 
sident Ferdinand Marcos, golfing partner 
and friend of Cuenca; signed t three presi 
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Rs23. Thus, there is reason to believe that 
Sri Lanka can expect continuing IMF sup- 
port. “We hope that we may be able to 
avoid commercial borrowing this year and 
restrict ourselves to concessional foreign 
financing. With luck, there will be no 
more deficit financing in two years' time," 
a senior government official said. 

According to the revised 1982 esti- 
mates, last year's deficit was Rs 20.6 bil- 
lion, financed by foreign loans and grants 
(Rs 9.8 billion), Appropriation Act loans 
(Rs 6 billion), foreign commercial loans 
(Rs 800 million) and domestic bank bor- 
rowings (Rs 4 billion). 


Why did the government maintain its |. 


heavy capital expenditure in the current 
recessionary climate? De Mel said the 
possibility of sharply cutting back the in- 
vestment programme was carefully 
examined, but this would have been a dif- 
ficult proposition. First, the 1983-84 pro- 
gramme consists mainly of continuing pro- 
jects. Secondly, most projects are foreign- 
financed. The minister estimates that this 
year's project aid will account for 65% of 
total capital expenditure. 

De Mel's budget speech indicated that 
inflation was reduced in 1982. Earlier, the 
central bank estimated a rate of 10% in 
1982 against 35% in 1981. The finance 
minister mentioned no figures but he did 
make a passing reference to excess liquid- 
ity in the banking system last year which 
he said was likely to be a temporary fea- 
ture not warranting any easing of the gov- 
ernment's tight monetary policy. "To 


dential letters of in- 
struction — *direct- 
ing" the govern- 
ment takeover. The 
first calls for the 
conversion of all 
CDCP's direct obli- 
gations to govern- 
ment financial in- 
stitutions as of De- 
cember 31, 1982, 
into common shares 
at par value. In- 
cluded are debts 
held by six CDCP 
wholly owned subsi- 
diaries — CDCP 
Farms Corp., Das- 
marinas Estates De- 
velopment Согр., 
Dasmarinas Indus- 
trial Steel Corp., 
Manila Land Corp; Marina Properties 
Corp. and Tierra Factors Corp. 

Similarly, all principal and interest due 
to the government this year will be con- 
verted into common shares as will the 
value of government-guaranteed obliga- 
tions. This places the onus of paying 
CDCP creditors on the shoulders of the in- 
dividual government financial institu- 
tions. At the same time all collateral, se- 
curities or other guarantees covering 
CDCP debt will be released, according to 
the document. 

The result is an extraordinary piece of 


balance-sheet shuffling. Some P3.9 bil- 
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maintain price stability, I consider it es- 
sential that the central bank’s restrictive 
monetary policy should continue,” he 
said. “There can be no relaxation of this 
policy until the budget is brought into rea- 
sonable balance.” 

Thus it is clear that only exports, a very 
high priority area, can expect to be ser- 
viced by relatively cheap credit. The ex- 
port performance in 1983 should improve, 
with tea prices in particular picking up and 
rubber likely to gain some bounce from an 
upturn in the United States vehicle indus- 
try. The recent effective exchange-rate re- 
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lion, nearly equivalent to CDCP's total 
current liabilities plus long-term debt as of 
December 1981, drops down into 
shareholders’ equity, which will be 
boosted from P 1.2 billion to P5.1 billion. 
This was done without consultation with 
some of the government institutions in- 
volved, according to government officials, 
and without obtaining the approval of, or 
even notifying, CDCP's shareholders. 
Despite government involvement and 
Cuenca's private holdings, CDCP is still a 
publicly-listed company on both the Man- 
ila and Makati stock exchanges. Before 
the government's involvement in CDCP, 


duction would also help, de Mel noted. 

He added that it was crucial that the 
government stops crowding out the pri- 
vate sector by pre-empting scarce re- 
sources and that every endeavour must be 
made to evolve monetary and fiscal 
policies which will ensure price stability 
and balance-of-payments viability. De 
Mel said real interest rates and the ex- | 
change rate have tended to distort the re- 
lative prices of capital and labour in the 
economy. 

"The over-valued exchange rate has 
provided an uneconomic subsidy on capi- 
tal, and negative real interest rates that 
prevailed until recently have encouraged 
people to finance excessive imports of 
capital goods through borrowings. The 
lump-sum depreciation facility and vari- 
ous other tax concessions have also en- 
couraged capital-intensive investment in 
low-priority areas," he said. De Mel ar- 
gued that some of this was necessary at a 
time an investment-starved economy was 
striving to rehabilitate itself and looking 
for quick results. Now a policy rationalisa- 
tion in tune with resource endowment and 
real priorities was needed. 

The budget indicated a clear move away 
from the trading-construction-tourism 
tripod of the past five years, re-orienting 
the incentive structure towards produc- 
tion, employment and exports. In this 
situation, he announced that March 31, 
1983, will be the final date for 10096 in- 
vestment relief; the 33.3% investment-re- 
lief provision will remain in force. [г] 
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common stock — which would include 
publicly-held shares — was 27% of. 
CDCP's equity. In one swoop, Marcos has 
reduced that portion to less than 4% of a 
company whose assets are in for sonie seri- 
ous pruning. 

The takeover leaves the Philippine Na- 
tional Bank (PNB) holding 40% and the 
National Development Co. 19%, with 
31% spread among the Development 
Bank of the Philippines (DBP), the Gov- 
ernment Service Insurance System, the 
Land Bank of the Philippines and the 
Philippine Export and Foreign Loan 
Guarantee Corp. Cuenca, who was re- 
placed as president by Roberto Ongpin 
and given a newly created ceremonial 
position of vice-chairman, retains 6% (he 
was not required to invest any new capital) 
while the rest of the private sector holds 
the remaining 4%. 

The other two letters of instruction 
ready the shears for pruning the balance- 
sheet. One directs PNB to drop any se- 
curity it holds on CDCP property through 
its subsidiaries, Marina Properties Corp. 
and Manila Land Corp., so CDCP can sell 
the companies and their reclaimed lands. 
By forcing the sale, Marcos hopes to bring 
in some badly needed new capital. 

The last instruction directs all govern- 
ment institutions to pay up initially 5096 of 
what they owe CDCP with the remainder 
to be paid by June 30. It is not clear how 
much this totals, but sources say it is sub- 
stantial. One source says, for example, 
that the DBP does not have the wherewith- 
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ocations needed to pay contract ar- 


‘an interview with the REVIEW, the 
uet president lambasted the equity 
jon as tantamount to in- 
malising bail-out procedures far 
the restructuring that has taken 
ith other distressed firms, includ- 
se of other so-called . Marcos 
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| Roberto Üngpin: at the helm. 




















tire government exposure has moved from 
debt to equity. , 

“This conversion to, equity may bea 
fancy term," said Ongpin, “but it is really 
only condoing it [CDCP's debt] as a 
write-off.” In past bail-outs, shareholders 
responsible for mismanagement have 
been forced either to increase their own 
investments or give up their shares. In 
Cuenca's case, he has been allowed to 
keep his holdings intact without having to 
put in any capital of his own. 

There are some technical arguments as 
well. For example, a central bank ruling 
limits single borrowers to 15% of a bank's 
capital base. PNB's exposure to CDCP 
totalled some 70% of PNB's net worth. It 
whether the Monetary Board 
| ment in CDCP's case. 
power and оошу 


























i and the Soviet Union. agree to ipli two-wa | 
greatly despite. very slight progress in een c talks 


/ Wisniewski 


: While China and | the Soviet 


on March 1, there were vaivanices’ on 






Meetings, a bilateral trade agreement was 
signed for 1983, reportedly after working- 

vel trade delegation meetings held sepa- 
rately from the political consultations. 
; The official Tass newsagency reported 
only that the 1983 agreement “envisages 
an increase in the volume of mutual 
trade." But Chinese sources in Moscow 
said the new agreement provides for a 










ino-Soviet trade in 1982 amounted to 
nly some US$300 million. 








port steel, non-ferrous metals, timber, 


the trade front. During the second week оѓ: 


total trade turnover of US$800 million... 


The Chinese report that they will im- 








themical fertiliser, Senes, sheet: ges. 41 


and chemical and т 2: chine products from 
the Soviet Union this: 


ducts,’ vegetable oil кр ой produc 


and satin, cotton and other textiles and” 








clothing, light industrial products, tea and 
animal products. Neither side has yet re- 
leased a detailed breakdown of the import 
and export totals. 

China is known to be seeking more raw 
materials from the Soviets and less heavy 
machinery, which the Soviets are eager to 
sell. The Soviet Union, on the other hand, 
would prefer to sell its raw. materials and 
timber -— another commodity the Chinese 
hope to buy from their Soviet neighbours 
~~ to trading partners which pay their bills 
in hard currency. Sino-Soviet trade is con- 
ducted on a barter basis. — 

eral trade represents an insignifi 

































foreign trade. The opportunity for vastly 
| increased trade exists, but trade has ebbed 





| rendered out to other firn irms which, with 


government incentives, could at least 
complete the projects. Roberto Ongpin 
has countered that smaller firms could not 
handle the competition in the Middle 
East, 

The Philippine і Chamber of Commerce 
and Industry has also chimed in with a let- 
ter to Prime Minister Cesar Virata asking 
for a “more rational use of government re- 
sources," à "more appropriate dispersal” 
of funds. to other distressed firms, 
safeguards against government companies 
dominating industries, and asking that 
shareholders be made ‘answerable for 
their business performance and that cor- 
porate rehabilitation became a joint pub- 
lic-private sector affair, 

The government has tried to convince 
the public that the takeover was necessary 
to uphold international financial commit- 












| ments and to save jobs for Middle East 


workers. But with so many CDCP Middle 
East contracts losing money, the jobs 
would be better saved by transferring the 
contracts to experienced private firms, cri- 
tics say. — 

As to the international reputation, 
foreign bankers in Manila agree there i is 
both “complacency and a bigger fear,” as 
one put it. The government has supplied a 
safety net, he said, to protect its own expo- 
sure, but at the same time there is in- 
creased fear that the strain Оп the entire 
government financial structu e could blow 
public funds and foreign borrowings into à 
tightly stretched bubble which, if CDCP 
cannot be turned around, could burst. t 























cant portion of both countries’ overall 


and. billoewed with changing political 
winds. Bilateral trade figures plunged to 
about US$150 million — in 1981, when, 


“because of the political ‘climate, ‘neither 


g to accommodate changing 
trade demands, then recovered slightly in 
1982 when the Soviets began their political 
overtures to the Chinese. 

Th leap to US$800 million for the cur- 


| rent year is in keeping with the generally 
d warming trend in all-round, not only 
г economic, relations between the two pow- 


ers, 

Another peripheral area likely to feel 
the breeze of change is tourism. For the 
first time, the Chinese have invited repre- 
sentatives of the Soviet state tourist 
agency, Intourist, to participate in a 
Chinese conference ‘on tourism and 

explore the possibilities of package tours 
for Soviet citizens to the people's republic. 

But the first steps towards overall re- 
conciliation, such as trade and tourism 


| agreements, are very minor. The vast leap 


across the political gap still appears to bea 





long sway off for the two great communist 


tions. 
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Where electronic banking removes 
barriers of time and distance. 


The Citi of Tomorrow. An electronic banking 


network that helps you do business anywhere, anytime. 


A network that gets remittances to you faster, 
speeds international operations, and connects you to 
over 2,300 worldwide Citibank offices. 

Case-in-point: Using electronic banking, Citibanker 
Rakesh Aggarwal helps the Bank of Ceylon—the 
largest bank in Sri Lanka—provide better and faster 
customer service. Says Robin Talwatte, deputy general 
manager of the Bank of Ceylon, "Electronic banking 
keeps us a step ahead. Rakesh has helped us 
simplify operations and improve service.” 
Read on to learn how. 
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Where the Bank of Ceylon improves 
service, profits, and Sri Lanka. 


Sri Lankans working thousands of miles from 
home send almost $250 million a year in drafts or bank 
checks to their families in Sri Lanka. The problem: 
traditional handling prevents Sri Lankan banks 
from honoring these drafts for two to three weeks. 

Citibank’s electronic network enables the Bank of 
Ceylon to access data channeled from overseas 
correspondent banks to Citibank. Result: the Bank of 
Ceylon can make payments in days instead of weeks. 
For more information on electronic banking or to 
receive our new “Executive Guide to 
Sri Lanka,” contact your local Citibank 

account officer. 





Robin Talwatte of the Bank of Ceylon 

and Citibanker Rakesh Aggarwal use 

electronic banking to give this Sri Lankan 
bank a competitive edge 
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THE NEW GENERATION The aerodynamic design maximizes the A NEW 1.9 litre diesel engine born and bred for smoothness and power 
improvement in fuel economy. The front axle, the NEW suspension, the NEW (DIN 65 bhp at 4600 RPM} is now available with a NEW 5 speed gearbox on the 


steering and the NEW brakes guarantee the most reliable road holding with fabulous PEUGEOT 305 SRD 
incomparable comfort Gas or diesel the NEW PEUGEOT 305, the car that gets through the heart 


The NEW facia is both stylish and functionnal with an integrated center con- of Africa 


sole. Every effort has been made to make this car a pleasure to drive € T 








REACHING FURTHER, 
DOING MORE 
IN TEXAS BANKING. 





OUR STRENGTH AND STATEWIDE NETWORK 
MAKE US ONE OF THE STATES FINANCIAL LEADERS. 











As a major financial institution total assets. We are the largest financial strength and statewide 
in Texas and the Southwest, First financial institution in Houston, connections have continued to . 
City has a long-term commitment the largest city in Texas. And help further business and industry 
to maintaining its leadership role. were also part of a growing net- in Texas. 

And we have the resources to work of more than 60 banks all And with a kcen perception of 
back that commitment. across Texas. markets around the world and 

As First City National Bank of Despite some of the economic offices in key markets, First City 
Houston, we are the lead bank realities that the nation is experi- — is committed to helping you par- 
of First City Bancorporation of encing, First City is still enjoying ticipate not only in Texas growth, 
Texas, a bank holding company a favored position in this premier — but in regional and international 
with more than $16 billion in growth market. Thats because our growth as well. 

FIRST CITY NATIONAL BANK FIRST CITY BANCORPORATION 

OF HOUSTON OF TEXAS, INC. 

Financial Position (In Thousands) Financial Position (In Thousands) 
December 31, 1982 December 51, 1982 

Total а8$8е(8.................... $9,921,239 Total а85еї8................... $16,567,101 
LOdüS eld аео БЕЛА 5,032,506 LOINS A odore sie АЛКЫ ute eds 9,280,718 
Deposits уез 00... cee eee 7,908,859 Беро5йв..................... 13,354,883 
Shareholders equity ............ 411,829 Shareholders’ equity ........... 887,098 





IRSTCITY. 


First City National Bank of Houston 
Member First City Bancorporation of Texas, Inc., a bank holding company with more than GO member banks throughout Texas. 
MEMBERS FDIC € 1983 FCBOT 





MAIN OFFICE (International Division) 
1001 Fannin Street, Houston, Texas 77002, Telephone: (713) 658-6670, Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President 





LONDON BRANCH 
99 Bishopsgate, 20th Floor, London, EC2M 3XD, England, Telex: 885535, Swift: FCNB GB2L, Telephone: (01) 628-2491 
J. Pat Parsons, Senior Vice President and General Manager 





SINGAPORE BRANCH OFFICE 
2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, Telex: R525478, Swift: FCNB SG5G, Telephone: (65) 222-4903 
Michael R. Conwell, Vice President and General Manager 





FAR EAST REPRESENTATIVE OFFICE 
New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, Telex: J23759, Telephone: (03) 213-1055 
Naonobu Okuda, Více President and Senior Representative 





MIDDLE EAST REPRESENTATIVE OFFICE 
Manama Center, Suite 505— Section 1, Manama, State of Bahrain, Telex: BN 8547, Telephone: (973) 230-979, Е Dieter Bientrexler, Assistant Vice President 





NASSAU BRANCH 
PO. Box 2557, Houston, Texas 77001, Telephone: (713) 658-6048, Telex: FIRSTFOREX HOU 775983 





First City Bancorporation also has International Departments at: 
FIRST CITY BANK OF DALLAS, Telephone: (214) 655-8000; and FIRST CITY NATIONAL BANK OF EL PASO, Telephone (915) 546-5700. 
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Contender Canada 


With agreement on sales to Japan, the country prepares 
to join the ranks of major LNG exporters 


By Ron Richardson 

Vancouver: The Canadian Government 
has approved the sale of up to 2.9 million 
tonnes a year of liquefied natural gas 
(LNG) to Japan from a liquefaction plant 
to be built on British Columbia's north- 
ern shore, clearing the major obstacle to 
Canada joining the ranks of LNG expor- 
ters. The gas has been contracted to five 
Japanese utilities — Chubu Electric, 
Chugoku Electric, Kyushu Electric, 
Osaka Gas and Toho Gas — for delivery 
between 1986 and 2005. - 

In late February the government ac- 
cepted a recommendation by the National 
Energy Board (NEB) that Western LNG, 
a partnership of Dome Petroleum Ltd. 
and the Japanese trading house Nissho 
Iwai, be given a gas-export permit for the 
initial ti years of the contract. The 
partnership immediately filed a detailed 
application for permission to begin con- 
struction of the plant later this year. 

However, the decision to diversify 
Canada's gas exports away from the cur- 
rent total dependence on the United 
States market has come at a time when the 
LNG market already seems oversupplied 
and other projects around the Pacific rim 
are facing delays (REVIEW, Oct. 15, '82). 
According to recent reports, Japanese 
buyers have asked for a postponement in 
Australia's giant Northwest Shelf deve- 
lopment for up to three years from the 
latest on-stream target of 1987. 

At the same time, Dome Petroleum, 
the major partner in the Canadian pro- 
ject, is facing severe financial problems 
which have forced a C$1 billion (US$1.23 
billion) bailout by the Canadian Govern- 
ment and several commercial banks, 
along with rescheduling of much of its C$8 
billion of long-term debt. (However, as 
much of Dome's problem has arisen be- 
cause it took the lead in implementing the 
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government's oil-development policies, it 
is widely felt official support will ensure its 
survival.) 

Western LNG needed the export li- 
cence it has now secured to meet a con- 
tract signed in March 1982 with the Japan- 
ese utilities to supply 3 trillion cu. ft of gas 
on a take-or-pay basis (buyers must pay 
for the contracted amount even if they do 
not take it all up) over 20 years. The NEB, 
after an inquiry into a number of new gas- 
export proposals — all but one of which 
was by pipeline to the US — agreed there 
was sufficient gas surplus to Canada's pro- 
jected domestic needs to supply LNG to 
Japan for the first 15 years of the contract: 
(It limited its approval to 15 years because 
its demand-supply projections did not run 
beyond this period, but "reserved" any 
additional surplus after 2001 for the West- 
ern LNG plant.) 

The partnership had earlier won back- 
ing from the provincial government of 
British Columbia for its plan to build a 
two-train liquefaction plant at a cost of 
around C$2.4 billion on the far north coast 
at Grassy Point, near Prince Rupert. 

Full financing for the plant and related 
terminal facilities will be provided by the 
Japanese buyers at an interest rate of 
9.75% over 10 years. The bulk of the 
funds will come from the Japanese Ex- 
port-Import Bank, with the remainder 
syndicated among the city banks. 


he scheme by Dome and Nissho Iwai 

calls for construction of an 800-km. 
pipeline to link the LNG plant with exist- 
ing pipelines running to extensive. gas- 
fields on both sides of the British Colum- 
bia-Alberta border. The plant would draw 
on proven reserves of gas which are cur- 
rently shut in for lack of a market. Cost of 
the pipeline, which will be built and oper- 


ated by an independent gas-transmission _ 


company, is put at C$800 million. 

Western LNG will need five 125,000 
cu. m.-capacity LNG carriers to haul the 
gas from Grassy Point to the Japanese re- 
ceiving terminal near Yokkaichi, south- 
west of Nagoya. Initial plans called. for 
construction of the specialised vessels in 
Canada. However, high costs at local ship- 
yards plus the availability of vessels laid up 
from the Africa-Europe-US trade has 
caused the project planners to suggest at 
least some existing ships may be taken on 
long-term charter, with the remainder 
built overseas — probably in Japan. 

The estimated sailing time from Grassy 
Point to Yokkaichi is just under nine-and- 
a-half days, with about 12 hours needed 
for loading at the Canadian terminal. 
Using five vessels will allow a safe 


schedule of around 24 days for each round - 


trip. 

The sales agreement with the Japanese 
companies, which was signed after 18 
months of negotiations, provides for the 
utilities to take an initial 1.5 million tonnes 
in 1986, building up to 2.9 million tonnes 
by 1990. Both sides say the contract is 
"firm" though either side can back out 
with 30 days’ notice if the licensing process 
stalls the project. 

Under a complex formula, the price of 
the gas, which is expressed in US dollars 
per million British thermal units (BTUs), 
will vary in line with world oil prices and 
the price of Canadian gas exported to the 
US. The Canadian price to the US is set as 
a uniform border price by the NEB. At 
US$29 per barrel of crude, the price for 
gas delivered in Japan would be US$6.20 
per million BTUs, compared with US$4.94 
for gas sold at the US border. After allow- 
ing for liquefaction and shipping costs, the 
Japanese export price is actually below the 
price received from the US. 

There are still a number of hurdles for 
the project to overcome before construc- 
tion can start. The first is the construction 
licence from the NEB. The project must 
also gain permits from both the Alberta 
and British Columbia governments to ex- 
tract the huge volumes of gas needed — 
about 75% of which will come from AI- 
berta. The British Columbia Govern- 
ment, which initially selected Dome-Nis- 
sho Iwai from among a number of compet- 
ing bidders for an LNG plant, is firmly 
backing the project as it will mean sub- 
stantial investment in the province. How- 
ever, the partners must still satisfy an in- 
dependent statutory board that the 
economics of the project is sound. 

Western LNG must also win approval 
from Alberta, which does not stand to 
gain much investment from the develop- 
ment. With its economy based on the 
petroleum industry, Alberta has a vested 
interest in keeping gas prices as high as 
possible and it is unlikely to make many 
concessions on the price at which gas 
leaves the province. If it sticks to an earlier 
position that the return from Japanese 
purchases must match the high-priced 
pipeline sales to the US, Western LNG 
may still face an uphill fight to keep its 
development on the tracks. ш 
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Australian dollar has gone some way to- 
wards offsetting the rush of capital out of 
Australia in recent weeks. The outflow 
had placed domestic interest rates under 
acute pressure, with some overnight rates 

ooting up to 200% on an annual basis. 
The capital flight, prompted by election 
jitters (REVIEW, Mar. 17) occurred just as 
the domestic liquidity position was. 


sct of a devaluation had been raised dur- 

the election campaign. 

е first major decision undertaken by 
over 







sy is Taiwan’s economic dependence 

on the United States — exports to the 

American market represent nearly 2076 of 
isla 


e on predictions of a swift re- 

for ie battered US economy. , 

the recent sharp upturn in leading 
omic indicators in the US, even some 
sceptics are beginning to believe that. the 


target set by the Council for Economic 


Planning and Development (CEPD) of 

5% real growth in GNP, up from 3.8% 
in 1982, may be within reach after all. 

But despite a recent surge in the Taiwan 
Stock Exchange, so far there is little for 
businessmen to cheer about. Exports, 
which account for half of GNP, slipped 
0.8% to US$3.23 billion in January-Feb- 
ruary from the corresponding period in 
1982. Imports stumped 11.7% to US$2.67 
billion during the same period. More than 
90% of imports consist of raw materials 
. and capital goods, and the decline р 
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“Despite the ‘Boost to expo 
tiveness, however, thé key to the succes 
of the move will be governmen 
to contain inflationary pressure 


pressure on the wage freeze imposed ear- 
lier this year, though the Labor adminis- 


| tration's intention of additionally freezing 


prices may see some of the inflationary 
pressure defused, with a number of key 
trade unions expected to restrain wage de- 


'mands if price controls are. implemented. 


Some industrialists argued that the de- 
valuation did not go far enough and that 
there is the prospect that the Australian 
dollar may have to be devalued further to 
stem the capital outflow fully. However, 
since the Australian dollar had already 
drifted down prior to the announcement 
of the 10% cut, there is a strong chance 
that it may in fact be revalued slightly in 
coming weeks to restore a balance. It 
seems clear that the incoming government 
was keen to avoid the problems the former 


Liberal-National Party coalition faced’ 
when it devalued the Australian dollar by 


rored 1982, when exports declined 1.8% 
to US$22.2 billion and imports fell 10.9% 
to US$18.9 billion. The CEPD forecasts 
GNP will grow at an annual rate of 3. 6% 
in the first quarter. 

Government economists, pointing out 
that export recovery has in the past lagged 
one or two quarters behind recovery in the 
US, are waiting patiently. If US retailers 
rebuild inventories at a rapid rate, the 
delay could be reduced. One CEPD 


economist says Taiwan's growing depen- 


dence on the US market (40% of exports 
went to the US as against 36% in 1981), 


; though counter to a government policy of 


diversifying export outlets, could add to 
economic growth if the US economy re- 
covers earlier and more briskly than that 
of the European Economic Community. 


_The CEPD also forecasts that a US$4-a- 


barrel cut in oil prices, which would re- 
duce the cost of oil imports by US$500 mil- 
lion a year, would add 0.3-0.5 of a percent- 
age point to the GNP. 

Since 1981 the government has attemp- 


.| ted to stimulate the economy through а 
-series of monetary measures. The prime. 


ting: 


from the devaluation: The move will put “the devaluation n 





: terms. 


| dollar has been 
: the latest devalua- 
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ey markets to 
begin feeling the effects of the capital in- 
flow, and rates by the end of the week had 
settled down after the recent extreme 
nervousness. Reflecting the liquidity 
squeeze, mo 









“have moved t 


Westpac and the ANZ raising their prime 
overdraft rates (on overdrafts of more 
than'A$100,000) by two percentage points 
to 16%, while the Commonwealth Bank- 
ing Corp. raised its overdraft rate by 1.5 
percentage points to 15.5%. Despite the 
capital-flow reversal and easier market, it ` 
is unlikely that the banks will change their 
prime rates quickly, owing to the seasonal 
liquidity squeeze. 




























































"he federal government still has some 

way to go in financing its budget deficit 
for the 1982-83 fiscal year (which started 
in July 1982). The deficit financing, to- 


lending rate, which peaked at 15.25% in 

the summer of 1981, has tumbled to 9%, 

the lowest in Taiwan’s history, and 

another cut is in the pipeline. Last year the 

reserve ratio for current accounts was low- 
ered from 0.25 to 0.23 and the narrowly 
defined M1 money -supply expanded 
15.5% ona year-end basis, up from 13.8% 
in 1981. Since August 1981 the value of the 
NT dollar has depreciated more than 10% 
against the US dollar. 

The government has also tried to 
breathe some life into the industrial sector 
~~ industrial production fell 0.8% in 1982, 
only the second dtop in 30 years — by pro- 
viding investment incentives. Customs 

duties on selected machinery and equip- 
ment imports have been lowered, tax cre- 
dits for investment in capital goods һауе 
been offered, and subsidised loans have: 
been made available for so-called strategic 
industries such аз machinery and com- 
puters. Last year the Finance Ministry 
also removed a 1974 ban on bank loans to 
construction companies to try to rescue a 
sick industry. Construction activity plum- 
meted 31.1% in 1982. 

The monetary, and investment incen- 
tives have not worked, Fixed ‘capital for- 
mation declined. 2:6% in 1982 i 
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gether with the seasonal tax rundown, will 
keep interest rates under pressure. The 
latest commonwealth bond tender made in 
January was for A$1.1 billion, taking the 
total amount raised so far this fiscal 
year to A$3.6 billion. 

A small tender was expected just before 
the federal election but was shelved in 
view of the coming poll. However, accord- 
ing to the latest Treasury estimates, the 
budget deficit for the present fiscal 
year could reach A$4.3 billion against ear- 
lier estimates of A$4 billion. The budget is 
under pressure because of higher social- 
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that now is the best time to invest in new 
machinery and equipment, manufacturers 
have not taken the supply-side bait. “АП 
the investment measures in the world are 
not as effective as economic expecta- 
tions," said Su Han-ming, chief economist 
at the International Commercial Bank of 
China. “If manufacturers expect profit 
margins to be large, no matter how high 
interest rates are, they'll invest." What is 
on manufacturers’ minds is the average 
25% excess capacity in their factories. 

Because of Taiwan's dependence on — 
and lack of control over — export mar- 
kets, some economists reckon the best 
stimulus the government could provide 
the economy during the current global re- 
cession is increasing spending. But the is- 
land's conservative finance officials, 
loathe to increase the budget deficit and 
risk sparking inflation, refuse to apply any 
fiscal stimulus. In fact, they are moving to 
shrink the budget for the first time. 

The central government budget pro- 
posal for fiscal 1984 (starting on July 1, 
1983), yet to be sent to the legislature, 
calls for expenditures to be cut 4.3% over 
fiscal 1983 to NT$323.6 billion (US$8.1 
billion). The budget contains a NT$34 bil- 
lion deficit, compared to a forecasted 
shortfall of NT$26 billion in fiscal 1983, 
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security payments, the higher than ex- 
pected unemployment level and the wide- 
spread effect of the drought (REVIEW, 

Sept. 10, '82). So, from the Treasury esti- 
mates, the authorities still have to raise a 
further A$700 million to finance this 
year's deficit. 

Recent estimates given by the Depart- 
nent of Treasury to Prime Minister Bob 
Hawke estimate a budget deficit of A$9.6 
billion for the 1983-84 fiscal year — with- 
out including any initiatives of the new 
government. If the latest Treasury esti- 
mate proves to be correct, this means that 
the total public-sector borrowing require- 
ment would have increased from 3.296 of 
the gross domestic product in 1981-82 to 
6.5% for the present fiscal year, reach- 
ing a hefty 9.5% next fiscal year — a 
historically high level for Australia. 

The federal deficit has been exacer- 
bated by both the widespread drought and 
world recession, with estimates of a nega- 
tive growth rate for the economy as a 
whole in the present financial year and 
only marginal growth seen in the next fi- 
nancial year. The extent of the deficit anti- 
cipated for the new fiscal year will 
place the new administration in a difficult 
position, with estimates that in total, A$16 
billion of debt will need to be rolled over 
for the next five years. 

The disclosure of the deficit for the 
1983-84 fiscal year has had great political 
fallout, since the former federal treasurer, 
John Howard, claims that both he and the 
former prime minister, Malcolm Fraser, 
were aware of the position prior to elec- 
tion date, but that Fraser would not allow 
the information to be made public. 


which will be made up by the sale of 
NT$25 billion of bonds and by drawing on 
NT$9 billion in past budget surpluses. 
Some economists regard the caution as 
misplaced. The deficit is less than 2% of 
GNP and inflation is under control. Con- 
sumer prices increased only 4% in 1982 
and the wholesale price index dropped 
0.7%. Falling oil prices and slack demand 
will help reduce inflationary pressure. The 
island's external finances are in excellent 
shape. Foreign reserves swelled to US$10 
billion in 1982 on the back of a current-ac- 
count surplus of about US$2.5 billion. 
Foreign debt is US$6.4 billion and the 
debt-service ratio approximately 6%. 
Economists wonder how competitive 
Taiwan's exports will be once a recovery 
in foreign markets begins. Years of soar- 
ing wages have lifted unit labour costs. 
China and Southeast Asia are already 
making inroads in labour-intensive indus- 
tries such as textiles. With unemployment 
on the rise in 1982 (but still under 3% ac- 
cording to government figures), wage in- 
creases in manufacturing slowed to 1095, 
still above the 6% gain in productivity. 
Government officials and manufactur- 
ers are waiting to see how an economically 
resurgent US takes to Taiwan's merchan- 
dise. — ANDREW TANZER 


THE : PENINSULA : GROUP 


Next month, 
Bangkok will have 
a hotel to equal 
The Peninsula, 
Hong Kong 





For reservations please contact e 
travel agent; Cathay Pacific Air 


Hotel, Hong Kong (early 1984), The 
Discovery Bay Hotel, Hong Kong (1985), 
The Marco Polo, Singapore, The Manila 
Peninsula, The Bangkok Peninsula, 

The Jianguo Hotel, Beijing —managed 
by The Peninsula Group. 


Те Peninsula Group 
Fulfilling the promise of the Orient 



















By Guy Sacerdoti 

anila: The. recent drive by the 24 
ffshore banking units..(OBUs). in the | 
Philippines to obtain expanded banking li- 
cences is almost certainly doomed to fail- 
e, because of effective lobbying by the 
ankers Association’ of the Philippines 
АР) and the government's own desire 
to protect local banks. . 

The OBUs, which ate limited to book- : 
ing overseas: loans and to lending. locally in 
pd currency, have been trying to per- 

e authorities and the local com- 
uke that. they should be allowed 





to peso раво To do d the OBUs 
need to b ble to take peso uad 


атріпѕ when. in, say, Singapo 

get more? With an expanded licence, we 
can push for the ancillary business." But 
while moving into the fee business or ob- 
‘taining opening commissions on letters of 
credit may boost an OBU’s profitability, 
the perceived need for greater local op- 
portunities highlights the basic failure of 
the OBU system here — the inability to at- 
tract offshore and on-lending business, 
_the raison d'étre for setting up the OBUs 
in the first place. 

^ The OBU syster 

ilippines in th 

f President Ferdinand 

“schemes to make Manila an Asian finan- 
cial centre. Banks were attracted by tax in- 
centives апа the promise | of bringing 
foreign-currency loans. into: the Philip- 
pines (though any peso conversion must 
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Philippine offshore banking units’ hopes of a move into 
domestic operations are > probably no more than pipe-dreams 








charge commissions despite the: fact that 
the foreign bank retains full risk)... 


But | relatively. .poor communications . 


(international direct dialling was intro- 
duced only.in 1982) and the attractiveness 
of:both Hongkong and Singapore kept 
most OBU business limited to foreign- 
currency lending, which the banking units 
could have done just as easily from other 
overseas offices. “We tend to be loan of- 
ficers and not much else,” said опе OBU 
banker. 

"The OBUs currently split their business 


| roughly evenly: between medium- and 


long-term private-sector loans, 'govern- 
ment-related syndications and financing 
much of the short-term roll-over of 
foreign debt, about half of which relates to 


| oil imports. Total assets.of the24 OBUsat 
| the end of 1982 were Uses 99 billion. Ac- 
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W o. for a wind - 


Taiwan’ s boatbuilding advances are stop 
world recession hits orders for medium-sized yachts 





| By Michael Stroud ү. : 
“Taipei: Taiwan's once booming acht ins 
“dustry saw sales slump seriously during 


1982; And with the recession continuing 
to stagger targeted Western: economies, 
industry officials see little hope that pleas- 
ure-boat sales will be any better this year. 

Monthly government customs statistics 
seem to. confirm yacht-makers’ gloomy 
diagnoses. According to October figures, 
the latest listed, the month's total sales 
меге only US$3.5 million, compared with 
US$4.1 million in October 1981. With only 
925 boats sold Бу the еп of October, it 
seems unlikely that final 1982 statistics will 
show the companies coming even close to 
AA sales of 1,523 yachts for US$94. 8 mil- 

ion 

High interest rates in the United States 
have compounded Taiwan yacht-makers' 
problems. For yachts under 40. ft, which 
represent the bulk of exports, most buyers 
are the “marginal” middle-class who must 
finance their purchases with bank: loans. 
Few could afford a yacht (which usually 
costs at least. US$30,000) with interest 
rates. topping 20%. Even. with, current 
lower rates, perceptions-that:an economic 
upturn is not imminent continue to hurt 


sales..About the only sales that have been 


telatively unaffected by the recession have 
been exports of large yachts. of 40 ft and 


. Over. Buyers of these boats (which gener- 
be channelled through local banks, which. |. 





The return оп. average assets is thus 
` about 0.596. By expanding to full banking 
licences, the OBUs' argument goes, they 
would be able to bring in greater exper- 
tise, expand to new fields and aid the gov- 
ernment's rationalisation programme for 
local banks by forcing them to be more 
competitive. 

The BAP, however, says that is non- 
sense. First, with equity requirements for 
setting upan OBU at US$1 million, 24 
banks making US$25 million net income is 
not by any means unprofitable, explained 
Edward Go, president of Philippine Bank 
of Communications and president of the 
BAP. Secondly, he said: “The original 
guiding principle [for the OBUs] was that 
whatever the Philippine banks were doing 
would remain their domain . . . there was 
never any idea of them [the ОВО] going 
into Philippine domestic banking." 

Thirdly, the time is not right for foreign 
banks to be griping about. slim. profits 
when; Go said; the domestic banking in- 
dustry is coming out of two difficult years, 
when profits have dropped and liquidity 


short as the - 


ally cost US$200,000 and up) are affluent 
and do not require loans. According to 
Lin Hsien-hua, president of Chien Hwa 
Boat - Manufacturing  Corp:, some 
Kaohsiung builders have moved recently 
to increase boat sizes to 40 ft, 50 ft or even 
60 ft to penetrate this relatively. secure 
market. 

But Lin remains sceptical of the trend 
towards bigger- yachts. Once the world 
economy rebounds, he believes, makers 
concentrating on large boats will not be 
able to capitalise on resurgent sales to 
middle-class buyers. Some makers see a 
glimmer of hope for improved sales during 
1983. *We are having more builders order 
engines and submit inquiries for prices 
and delivery dates," said Nancy Ives, the 
agent for Lebman engines in Taiwan. 

"This is an indication to us net other 
yards’ business is improving.’ 

Yet, even.if the industry manages to re- 
соир some of its losses over 1983, the days 
of double-digit growth rates are probably 
gone. Yacht-building in Taiwan started as 
a cottage industry in 1971 with sales of 28 
boats worth US$475,000. Makers there- 
after never saw growth rates of less than 
55% a year (except for the 1973 oil crisis 
yeár) until 1979. But 1980 proved that the 
industry's growth was not a foregone con- . 
clusion. Reeling from tough US monetary __ 
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the multitude of so-called distressedfirms. | ` 


But beyond the arguments of either 
side, there are serious legal constraints to 
any expansion of OBU functions. The 
OBU system was organised by presiden- 
tial decree, which specifically forbids the 
OBUS from delving into peso-conversion 
activities. For any significant widening of 
OBU power, the ability to convert foreign 
currency into pesos is paramount. Thus, 
either a presidential letter of instruction or 
law passed by the Batasang Pambansa (BP 
or National Assembly) would be a pre- 
requisite for a change in regulations, as 
opposed to the normal avenue of monet- 
ary-board approval. 

Given current domestic economic con- 
ditions, Marcos is unlikely to take an un- 
popular stance on the issue, nor would the 
more nationalistic BP be amenable to of- 
fering foreigners services already handled 
by domestic banks. 

“Perhaps some time in the future we 
could open up,” said Go. “If unibanks 
[universal banks] get stronger and them- 
selves move into Hongkong and Singa- 
pore markets, then maybe there will be a 
basis for allowing OBUs more pos- 
sibilities.” For those who know Philippine 


banking, that may be a long wait. BI! 


policies and the after-effects of the 1979 
oil crisis, American buyers, who in 1979 
bought 72% of makers' exports, cut pur- 
chases. Within a year healthy growth 
turned to decline and sales volume for 
1980 plunged 18%. 

But despite their bad experience in 
1980, few Taiwan makers have shown any 
serious desire to diversify from the US 
market. Between 1978 and 1980 the por- 
tion of Taiwan's yacht exports taken by 
the European countries inched up from 
14% to 22%, but the following year it 
dropped back to its previous level as man- 
ufacturers reacted to predictions that the 
US economy was on the way to recovery. 

Another factor in Taiwan exporters' 
difficulty in holding their share of the US 
market may be an incoherent marketing 
strategy. Since only 25% of the island's 67 
yacht builders have annual sales which ex- 
ceed US$1 million, most do not have the 
capital or resources to launch a sophisti- 
cated marketing campaign. Aware of 
these difficulties, the Far Eastern 
Economic Trade Service, an organisation 
with government links, has attempted to 
improve the profile. of Taiwan yachts 
abroad by establishing two Taiwan yacht- 
trade centres in Yorkshire, England, and 
Ohio in the US. 

One domestic sector which could bene- 
fit from future sales growth is the plastics 
industry. Hulls are almost universally con- 
structed of domestic and imported fibre- 
glass reinforced plastics (FRP). With giants 
such as Formosa Plastics expanding produc- 
tion capabilities, all future FRP needs 
could conceivably be met domestically. 
Such possibilities, though, will probably 
have to be shelved for the immediate fu- 
ture. 
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NYK does a pretty brisk 

business in containers. In fact we cur- 
rently run 17 container lines all over the world. The usual 
traffic: TEU's and reefers. We also carry some unusual con- 
tainers too. Special containers that accommodate such diverse 
cargos as livestock, bulldozers and soy sauce. So if you have 

a special cargo that is a bit out of the ordinary. Something 
that needs extra special care, give us a call, we're sure we can 
help you. Because we've been pleasing customers like yourself 
for the past 97 years. 





ч\ллаланааййд Charting а course for tomorrow as well as today. 


NIPPON YUSEN KAISHA 


lll Head Office: Tokyo, Japan Ш Hong Kong: N.Y.K. Line (Hong Kong) Ltd. Room No. 2301 Connaught 
Centre, 23rd Floor, Connaught Road, Central G.P,O. Box 3178, Hong Kong Tel: 5-248081/90 Ш Singapore: 
Agent: Borneo Shipping Pte. Ltd. Crosby House, 71 Robinson Road, Singapore 0106 Tel: 2224411 WM Port 
Kelang: Agent: Borneo Co., (1975) Sdn. Bhd., 2nd Floor UMBC Bidg., Persiaran Raja Muda Musa Port 
Kelang, Malaysia Tel: 386432 ШШ Jakarta: Agent: P.T. Djakarta Lloyd, Sarinah Bidg., 11th Floor, Jalan М.Н. 
Thamrin No. 11, Jakarta Pusat, Indonesia Tel; 323008 W Bangkok: N.Y.K. (Thailand) Co., Ltd., 1041 Silom 
Road, Bangkok, Thailand Tel: 233-4377, Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand 
Tel: 234-2080 

89 





` 





A takeover spree forces costly changes in the Australian 
dust amid the impact of recession and drought | : 





By Brian bins | : | 
ydney: For а continent of only 15 mil- 
on people, Australia has too many retail 
stores. This condition, exacerbated by the 
debilitating effects of the recession and 
the recent drought that shrivelled Austra- 
ans' propensity to spend, has pressured 
the retailing industry into unprecedented 
hanges not only in ownership but also ir 
e. way it operates, with the department- 


has been fairly static at about 60 days. 

For the big retail chain Woolworths, in- 
ventory turnover has been fairly stable at 
39.8 days currently, compared ‘to 37.9 
days five years ago: Coles has fared just a 
little worse, with stocks now moving at a 
rate of 36.2 days, compared with 30.8 days 
five years ago. Slower-moving inventories 
are made more costly for department- 
store operators by higher interest rates. 

Aside from the.challenge from the big 
retail chains, an unusual amount.of take- 
over interest has dogged department 
stores in recent years. The department- 
store operators fell prey to corporate raid- 
ers which had earlier gobbled up the big 
brewers =- Bond Corp. Holdings acquired 
control of Swan Brewery and Adelaide 
-Steamship Co. bought Tooth and Co. 

Takeover. manoeuvres in the retailing 
sector have resulted in Bond gaining con- 

l now trading as Waltons 
elaide Steamship buying 
Jones.. With its control- 
“Waltons secured, Bond 
old the department store A$32.4 million 
(US$30.7 million) worth of properties. 
The sale provided a substantial cash injec- 
tion into Bond but burdened the Waltons 
Bond retailing activities. 





store sector bearing the brunt. 
< Апа as they try to get out of the current 





he major retailers аге further 
assed y threats of takeover by corpo- 
Recent takeovers of big bre- 
сееппеѕѕ towards groups 
flow potential, leading 
us on retailing majors. 
Iécession has already 
| iants to curtail ac- 























big chunks of the mark: 

ount supermarket chains, ' 
The two big retailing chains, 
nd Co. and Woolworths, domi i 
upermarket and discount end of the sec- 
or and have made gains at the expense of 
е big department-store operators such 
sS Grace Bros Holdings, David Jones, 
Myer Emporium and Waltons Bond.: 
from | the department 






















Carrian Investments of 
IHongkon acquired a 19.9% stake in Wal- 
tons Bond and the two were planning to 
undertake jointly a A$150 million rede- 
‘velopment of one of Waltons Bond's 
prime sites in Sydney. However, Carrian 
is expected to withdraw from this joint 
venture and to offload its equity in Wal- 
tons Bond owing to its own liquidity pro- 
blems (REVIEW, Mar. 17). 

Despite its move into property develop- 


onty m 
artm t stores is also reflected in their 


lower stock-turnover rate which in the 
case of Grace Bros deteriorated from 42.4 
days five years ago to 53.8-61.9 days at 
present. At David Jones, stock movement 








| venues of about A$400- million. Noting 
Waltons. Bond's predicament, key com- 

petitor Norman Ross Discounts, a group 
| with annual revenues approaching A$300 
million, launched its own takeover bid. 
That bid was contested by another depart- 
ment-store operator, Grace Bros which 
ultimately managed to buy a controlling 
57% interest in Norman Ross. 

And while ай this play was under way, 
Bond stalked Grace Bros, eventually buy- 
ing a 17% holding. Soon afterwards, 
Grace Bros decided discretion’ was the 
better part of valour, and relinquished its 
57% interest in Norman Ross to Waltons 
Bond, giving ће Bond satellite absolute 
control. 

While Bond. was. aggressively. buying 
Grace Bros stock оп the. market, it was 
being challenged by Adelaide Steamship 
and Singapore entrepreneur Tan Sri Khoo 
Teck Puat who each also accumulated a 
19% stake in Grace Bros. No party bought 
more than..20% of Grace Bros’ capital 
(under. new takeover legislation, if they 
had done so a full bid would have had to be 
mounted). 

While none of these groups was keen to 
mount a full bid for Grace Bros, the big 
supermarket-chain operator Woolworths 
threw. its hat in the ring and made a full 
takeover offer, only to withdraw it later 
after learning of a slide in the profits of 
Grace Bros in the second half of the finan- 
cial year to July 1982. 

It is against this background that a 
number of significant changes in the in- 
dustry took shape. Given its big share- 
holding in Grace Bros (which was incur- 
ring high holding costs), Bond ap- 
proached Grace Bros with a view to get- 
ting it to acquire. its stake in Waltons 
Bond, with а possible. merger of the two 
operations. Grace Bros did not bite. In- 
stead, it recently announced the purchase 
of Myer's trading activities in the state of 
New South Wales, buying stock, fixtures 
and fittings (but not freehold property) for 
A$65-million.: The enlarged group is esti- 








y 
nce its Aged size following 
this. purchase. will make it even more dif- 
ficult for any of its shareholders to mount 
a full takeover bid for the company. To fi- 
nance the deal, Grace Bros is selling cus- 
tomer-credit accounts to a new joint-ven- 
fure company, which will free up about 
A$85 million. 

The Grace Bros-Myer deal angered 
Bond, which had demanded that. share- 
holders be provided with more details of. 
the deal, especially with regard to the 
leasehold commitments entered into. by. 
Grace Bros. with Myer.. Bond has: also. 
been successful in requisitioning a meet- . 
ing of Grace Bros shareholders with а 
view to gaining board representation. 
While Grace Bros directors have agreed. 
to hold the meeting, they are trying.to 
muster shareholder support. to block 
Bond's latter move. 


defensi sive, si 










yer is Australia's йрек department- | 

А [store retailer, with annual revenues of 
more than A$1.7 billion, though its profits 
have been under pressure lately. In the. 
year to July 31, 1982 it earned a net profit 
of. only A$18.4 million, almost half the- 
previous profit of A$38 million. Its NSW 
activities, which it turned over to Grace 
Bros, have been unprofitable, with no im- 
mediate prospect of a turnaround: | 

In recent. years Муег has acquired. 
number of specialist retai 
volved in clothing and < 





Myer: ее 
speculation which cu 
When: Melbourne. businessm 


Voyager-Sole,. disclosed he 
lated a 10% stake in Myer at a co 
proximately A$31 million. = "exe 
In addition there һауе been sev 
senior management changes at Myer, t 
most notable being the early retirement of 
hits managing director, Keith Rosenhain, 
with Sidney. Baillieu Myer, a member. of 
the founding Myer family which controls a 
20% block of the capital, taking the helm. 
As wellas pulling out of NSW, Myer has 
also pulled out of the Parkway shopping 
complex planned fo 
A$120 million..M 










< Waltons Bond, іп a move similar to 
M Ir 8, has closed down its retailing oper- 
ations in the state of Victoria after failing 
to find a buyer. Waltons Bond has been 
losing more than A$4 million a. year in re- 
cent years on its Victorian operations and, 
. over a 20-year period, it made profits 
` .there-only in three years. The closure is 
Aikely-to be costly though it will be some 
/time before the full amount of stock losses 
and redundancies is known. Retrench- 
ment costs are estimated at around A$2 
million and the freehold property is val- 
iouedatA$35 million. ^. a 









|. January, Mitsukoshi's flagship. store in 


arep 


Scandal-wracked Mitsukoshi 
has a great deal of catching up 
to do to regain its top spot 


By Hikaru Kerns | 

Tokyo: Mitsukoshi Department Stores — 
once the. most profitable and. prestigious 
chain store in the-country — had more 


than its toe stubbed when the scandals sur- i.] 















rounding its. former” president Shigeru | |- - л 


Okada came ‘to light in. 1982: (REVIEW, 
Nov. 12, '82). The unusual firing of Okada 
last September. and the. subsequent. ap-. 
pointment of new leadership, combined 
with an active reconstruction programme, 


have so far. proved insufficient to. stop |. 


what may prove to be a long-term slide i in 
sales and profits. 

Mitsukoshi, à. 
group. of 24 « 
show the Ог! 


inthe current recession. 
‚ Okada i ds now. facing. crimi 


‚ ventory of goods that had been supplied | ce 


by. Takehisa at: inflated cost; and. these 
along with other goods were putonspecial 
bargain sale to lure back customers. 

But save for those days of special sales, 
the number of. customers entering Mit- 
sukoshi remained at depressed levels. In 





Nihonbashi, :Токуо which has. tradi- 
tionally accounted for 40% of total sales 
-saw a 2096. slumpi in its sales: compared 
with last January: 

The other four big department-store 


unseasonal weather — also expect a de- 
cline in sales and profits for the financial 
year ending February with the one notable 
exception of Takashimaya. Its main store 
is located. almost next to Mitsukoshi's 
Nihonbashi store and has attracted much 
of the business Mitsukoshi has lost; 
Mitsukoshi has suffered from the same 
general adverse conditions facing other 
department stores. But the: extent of its 
dramatic decline was largely the result of 
ће Okada affair. The company's three- 
year reconstruction. programme is primar- 































groups —— plagued by. the recession and | 










































corar 278 


; Everything i 
-Politics and Social Affairs. The only single 






: Rate: Soft cover ussie. 95.or HK$110 (or 
equivalent “in local currency). A 
Yearbook cost to your subscription rate 
above, and send the total, with the Compte 
coupon, 
































| GS monies s 

5: Туваг D NE 
і Cj Piesseinciuóe the Yairbook et axtra 
і USS15.95/HK$1 10. For айтпан delivery, 

please add: HKSIOUSES | 

| нна 27 is enclosed: 
pod 
УЛ 
| às Zip Code 
| C Jetspended +0: Surface тай 


| Cheque payable to Far Eastern Economic Review enclosed e 
To: Circulation Manager. 






hree-year p 

» "Renewal" of all 14 of its domestic 
| {те including the Nihonbashi main 
store. This includes movement of | person- 









ly created 200 quality cir- 
: gits 3 ,000 employees and is en- 
couraging the percolation of ideas from 
"below rather than operating by fiat de- 
livered from senior management. 
» Product ré-evaluation. Mitsukoshi is 
éxamining all Okada's decisions regarding 
products and suppliers. In future, Mit- 















‘but it will also be trying to market more 
goods produced domestically under. its 
private brand. À spokesman said that 
“under Okada there was an excéssive re- 










. Mitsukoshi's Nihonbashi store; 2. kimonos о оп ors in the store: turning to domestic goods. 



















liance on foreign goods, especially from 
Hongkong. 

-P Systems development. The company 
will gradually introduce point-of-sales 
technology, develop its credit-sales sys- 


cable TV. | 

» Noexpansion overseas beyond the 10 
foreign branch stores now in:business. In- 
stead the 10 will be strengthened. Foreign 
stores, except for those in Singapore and 
Hawaii, are all showing a profit. 


Moo expects that, with. the im- 
proved service arising from the three- 
year plan, customers will look againat the 
company and will forget about а single 
aberration in its 30-year history. A spokes- 
man added that it will no longer attempt to 
discount-prices to regairi-customers but 
will rather stress quality and variety of 
goods. Mitsukoshi will also again sponsor 
- exhibitions and cultural events on themes 

woven around product displays. It was 

one such exhibition — that of Persian arte- 


92 


sukoshi will still stress foreign. products : 





-Okada personally rather than on the firm. 


tem ‘and: investigate new fields such -as 


With 24 companies ir in areas as diverse : as 
banking, shipping and mining, the Mitsui 
group is helping Mitsukoshi in à variety of 
ways, including passing out Mitsukoshi 
credit cards to its employees and encourag- 
ing them to shop at its department stores. 

The senior managirig director of the 
Japan Department Stores Association, 
Kawai Masayoshi, argues that it may be a 
mistake for Mitsukoshi to pursue its y? 


| billion (US$64.5 million) civil suit against 


Okada. Whatever Mitsukoshi may gain 
from court may well be lost by the renewal 
of publicity about its former president, he 
said: Mitsukoshi apparently decided to 
file the suit in the hope that blame for the 
affair could be. effectively pinned on 


Mitsukoshi’s results. will probably be 
dismal. Since Septeinber the company is 
estimated to have incurred a pre-tax loss 


‘of about Y10 billion, according to the 


Nihon ` Keizai Shimbun. For the year 


‘ended February 1983, the company: is. 


likely to show a pre-tax loss of about ¥7 
billion. Its annual sales will also probably 


«showa decline to less than ¥560 billion, 


down about 5%. A Significant portion of 
the estimated pre-tax loss was due to the 


marking down of prices to clear i inventory. 
‘A spokesman said the new financial year 


promises to eliminate at least this source 
of profit-drain. 


However, Mitsukoshi will be unable to. 


bounce back unless conditions for depart- 
ment stores in génetal improve. Analysts 
expect'a continuation of dull cofisumer 
spending for department store items in the 
new financial year. Department stores will 


also face greater competition from 80-. 


called "supermarkets", which offer simi- 
lar range of goods but at discounted 
prices. Still, supermarkets are also finding 









tax prófit for the year ending February. 
1983. 





ne of the bearish factors for depart: 
ment stores in the near future is the re- 
striction on building new branch stores. 
Very few new stores have been built for 
about a year following successful protests 
by small retailers, who took their com- 
plaints to the Ministry of International 
Trade and Industry under a law to protect 
local retailers. The ministry issued a gui- 
dance, in effect until February 1984, that 
makes it virtually. impossible for depart- 
ment stores to expand their outlets. Al- 
though the guidance expires.a year from 


“now, it is likely that some kind of restric- 


tion on large retailers will be kept in force. 
Apart from untypical department stores 


me FOREIGN PRESS CENTER = JAPAN 











wich as Marui, with its concentration on 
creditsales, department stores will gener- 
ally report a decline in pre-tax profit for 
the year ended February 1983. Daimaru 


‘should show an 83.4% decline iri pre-tax 


profit Чо ¥1.3 billion, Matsuzakaya a 
12.7% decline to ¥7.8 billion and Sogo а 
9.2% drop to ¥4.7 billion, according to 
the Nihon Keizai Shimbun. The sales of 


‘these:three stores should each decline by 


less than 1%. Because of its ability to at- 
tract customers disenchanted with Mit- 
sukoshi, if only because of its nearby loca- 
tion, Takashimaya should post a 5.9% in- 
crease in'pre-tax profit to ¥11.5 billion. 
"For investors, the department-store 
sector will probably. remain dull. Divi- 
dends may be maintained for a time, even 
by companies posting sharp declines in 


“profit, because of a willingness to draw 


from reserves. .Mitsukoshi's own fate is 
particularly difficult to foresee. It may 
well take the full three years envisioned in 
the company 's reconstruction strategy be- 


“fore it regains its former stature: = ^: 





___. MARCH 24, 1983 € ҒАР EASTERN EC 





“sme of the v xa ld 


best pilots leave home 
toflyfor Air Niugini. 


It doesn't take 





visitors long 10 overseas 
to find out aa side AN | Whether you're 
why Air Niugini 008 á 


travelling for 






Relax. You're with experts. 
When you consider that Air 
Niugini hires only experienced 
pilots, and that every single one 
of them serves several years on 
the domestic network before 
becoming eligible for promotion 
to international routes, its hardly 
surprising that Air Niugini’ 
Boeing pilots are regarded as some 
of the world’ most experienced 
flyers. Each of them has logged 
between 9,000 and 14,000 flying 


hours. 


employ over a hundred pilots. 
Because Papua New Guinea is 
such an incredibly mountainous 
country, flying is often the only 
way to get around, and the 
national airline covers a stagger- 
ing schedule of domestic flights as 
well as international ones. 

Only about 2096 of Air Niugini’ 
pilots fly on international routes- 
and then only after logging four 
to five years flying in PNO! 















business or pleasure, Air Niugini 
can fly you to Papua New Guinea 
and show you around. For 
further information contact 











We can afford to be. memas ШЕШШ Your Travel 
choosy y NER С Agent or nearest 
Papua New Guinea has 8 i ES Air Niugini 
always held a special e Sales Office. 






fascination for flyers, 
and jobs with the 
national airline are 
keenly sought by pilots 
who have already gained 
commercial experience in 
Australia, New Zealand and 
the UK. 











: AIR NIUGIN. 


E NATIONAL ARLINE OF PAPUA NEW GUINEA 








T E А10 AL-A KOFK'W IT. К 
. CONTROLLED GROWTH AND INTERNATIONAL DIVERSIFICATION 
“1982 was a particularly memorable year for 
The National Bank of Kuwait, Kuwait's leading bank. 
Ina year when we celebrated our 30th anniversary, we 
maintained controlled yet sustained growth, consolid- 
ated our leadership in the home market, and continued 
to increase and diversify our overseas business? 
Mohamed Abdul Mohsin Al-Kharafi, Chairman. 


BALANCE SHEET 


at 31st December 1982 


Assets 


Liabilities 





1981 
Kuwaiti Dinars 


1982 


Kuwaiti Dinars 


1981 
Kuwaiti Dinars 


1982 
Kuwaiti Dinars 





136,790,710 Cash and Balances with Banks 


100,034,598 





Money at Call and Short Notice 


279829426 with Banks 


174,599,383 





43,000,000 Treasury Bills 


130,000,000 





Bankers’ Negotiable Certificates 
36,443,080 of Deposit 


30,216,781 Quoted Investments 





63,867,490 


28,071,777 


1,851,947,780 


Demand and Time Deposits and 
Other Accounts including 


Contingencies 278,065,767 





4,835,323 


mt —M— yn 


1856783103 


аннан. 


26,862,907 


Proposed Dividend 6,285,920 


"Total Liabilities 2184,351,687 
Shareholders’ Equity 
Share Capital: Authorised and 


issued-shares of KD 1 each fully paid 34,921,779 





467,188,666 Deposits with Banks 


747,853,869 





885,656,768 Loans, Overdrafts and Discounts 


1,002,616,961 





25,437,987 Unquoted Investments 


28,099,989 





Land, Premises and Equipment 





48,545,011 Other Assets 


1953108,430 Total Assets 


46,10,355 


2,321,254,423 


27,492,800 


Reserves: Statutory (including share 


premium account KD 37,861,537) 48,296,837 





41,364,700 


General 53,364,700 





604,920 


96,325,327 


1,953,108,430 Equity 


Undistributed Profits 319,420 


Total Shareholders’ Equity 136,902,736 


Total Liabilities and Shareholders’ 
i 2,321,254,423 





Liability of Customers for Letters of 
Credit, Acceptances & Guarantees 


610,572,069 


mr rm emen 


2,563,680,499 





639,984,286 


2,961,238,709 


610,572,069 


2,563,680,499 


KD1--Us$ 3.46 


London Office: The National Bank of Kuwait SAK, 
Licensed Deposit-taker, 99 Bishopsgate, 


LondonEC2M3XL Telex: 892348NBKL KLDNG 


Please ease send dec acopy ayer the 1982 Annual Report - 


Singapore Office: The National Bank of Kuwait SAK, 


Letters of Credit, Acceptances and 


Guarantees on behalfofCustomers 639,984,286 


2,961,238,709 





11-01 The Octagon, Cecil Street, 
Singapore 0106. Telex: KUBANK RS 20538 


a AO иршад NONE NR RN DENN 
E253 








To: The Public Relations and Nams 
| Marketing Department MEM 
Head Office: d 
Address 


The National Bank of Kuwait SAK, 





P.O. Box 95, Safat, Kuwait. 





| The National Bank of 
Kuwait SAK контре вано 
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FEER $455 


Another four billion reasons 
to stay at the 
Hilton International Singapore. 


Four billion reasons? That's the number of combinations in the Uniqey Security System. 
A most highly advanced computerised key card system, proven throughout America and Europe and 
now adopted by the Hilton International Singapore. The first in the Asia Pacific region. 





The UNIQEY Security System. 


Uniqey is an electronic key system that does away with old 
fashioned keys. 

Unigey is more than added security for guests. When checking in 
they receive their own newly coded room key card. Assurance that no 
other card can open their door. The card is convenient and easy to carry. 

The Hilton International Singapore. One of the world’s 
great hotels. Installation of Unigey is evidence of this leadership in 

satisfying every guest's requirements. 
Just one more reason it's a great 

place to be. 

For more information contact: 


тм Unigey Asia Pacific Ltd 





What Does 


an | 
[ 
a 
FILIPPINE 
| 
С 


ate 


Commerce Mean | ——— 
to the Asia-Pacific Region? 


It means electronics, toys, industrial machinery, 
textiles.... As well as Canadian Imperial Bank of 
Commerce. 


Canadian Imperial Bank Group handles trade . 


financing speedily, efficiently and highly profes- 
sionally. And sometimes even electronically 
because of our global communications network 
linking over 120 international offices. To a large 
extent our reputation rests upon our Canadian 
connection — the bank with the largest number of 
branches in Canada and with International Banking 
Centres in six major Canadian cities. 

But more and more, we're becoming known as 
an Asia-Pacific intraregional trade partner, engaging 
in everything from letters of credit and acceptances 


to foreign exchange transactions, from our strategi- 

cally located offices in Hong Kong, Tokyo, Singapore, 

Beijing, Sydney, Brisbane, Melbourne and Perth. 
So if you're looking for a single professional to 

handle your Canadian as well as your Asia-Pacific 

business, look to Canadian 

Imperial Bank Group 

with assets exceeding 

$68 billion and 115 years 

of experience at home 

and abroad. What other 

bank engages in trade 

financing faster or 

better than 

we do? 


Canadian Imperial Bank Group 





CANADIAN IMPERIAL BANK OF COMMERCE 
BEIJING, HONG KONG, SINGAPORE, SYDNEY and TOKYO 
CANADIAN IMPERIAL BANK OF COMMERCE (ASIA) LIMITED, SINGAPORE 
CANADIAN EASTERN FINANCE LIMITED, HONG KONG — MARTIN CORPORATION, AUSTRALIA 













e THE componentsof Hongkong's Sun 
Hung Kai (SHE) group are being reshuf- 
fled once again. And the interest centres 
on whether, yet again, founder and 
| largest shareholder’ Fung  King-hey 
comes out with the best of the-bàrgain. 





















Чо be laughing 
nths ago he 






‚ group so it ended 
of Bank and 10% of Securities 
ynch aie of Sec- 





k (ithad just re- 

псе) reported net 

of .:HK$70 million 

d. Securities 

ately, part of 
t 








through quoted 
Cing Fung (SKF) which 
1astily acquired, injected with 
nd other. assets. and 
inched during the height of the prop- 
J- erty Боот; 
' Subsequently, SKF made a profit-by 
selling to Bank at a very high price of 
about HK$5,000 a sq. ft a building with 
which it had been stuck when a deal to 
: sell it to Malaysians fell through. 
*.. Bank, with HK$300 million (out of net 
“assets at end-1981 of HK$412 million) 
tied up in this building, has largely-in 
consequence celebrated its first year 
with the privilege of a bank licence se- 
eing profits halved to HK$35.15 million. 
= And now that profits cannot be forever 
T^ created through incestuous property de- 
.alings, Securities and SKF are hurting 
*: too. Securities had an ordinary profit of 
HK$33 million in 1982 but has had to 
[| make extraordinary loss provisions. of 
v HK$220 million, mostly in respect of 
1+ SKF, which has incurred ordinary losses 
|J of HK$104.2 million and extraordinary 
_ write-downs of HK $397.4 million. 
SKF's net worth has thus collapsed 
from HK$791 million a year ago to 
around HK$300 million now, or about. 
| 64 HK cents a share compared with a 
' 1981 stockmarket high of HK$2.70, end- 
'b 1981 book. value. of HK$1.70 апага 



















"option deal. 








November 1981 rights-issue price of 
HKS$1.50. Fung is now to do what bank- 


ers describe as “the decent thing" and ` 


buy Securities’ 46% stake in SKF. 
Perhaps he may also care to do the de- 

cent thing by the public and. buy. their 

'stakes too. It-might be argued that Furig 


‘no longer controls Securities — though 


‘his 3695 is still over the official control 
trigger-point — and thus control of SKF 
would change hands, necessitating an 


| offer” to ‘all’ shareholders. The public 


‘should watch the pricing particularly 


“Closely as Fung, Merrill Lynch апа 


Paribas have put together à. deal 
whereby the latter will provide long: 
term finance to SKF in return for options 
on SKF shares. ^ 

- Massive write-downs at SKF and Sec- 


“urities might be prudent but Fung should 


not be given the chance to buy too 
cheaply what was. sold at such a high 
price into the public companies, “not 
should his partners get too favourable an 

To pay for SKF, Fung is selling to Sec: 
urities his 13.3% stake in Television 


‘ Broadcasts (ТУВ), adding to Securities’ 
"existing (previously undisclosed) 1596; 


Why a securities firm should want to di- 
versify into TV is something of a mys- 


‘tery, though it may be the prelude to 


what. should have happened long ago if 
the Hongkong Government obeyed its 
own rules. TVB has been allowed to re- 
main private despite an original fran- 
chise requirement to go public. 

‘Shareholders: аге currently under- 
stood to be Sir Run Run Shaw-related 
interests with 40%, SHK/Fung 28%, 
Hutchison Whampoa 15%, ‘Inchcape 
9% and others 8%. Its profits are cur- 
rently believed to be running at around 
HK$100 million. On a price-earnings 
ratio of 10, that would value Fung'sstake 
at HK$134 million, equivalent to 60 
cents рег SKF share owned: by Sec- 
uritiés. This compares with a current 
market price of 40 cents. 

Fung, meanwhile, is selling a big 
chunk of his Merrill Lynch stock, which 
has gone up almost as fast as SHK has 
gone down, But whether he will use the 
proceeds to reinvest in Hongkong isas 
yet far from certain (despite numerous 
press reports to this effect). Dod 

The rest of the package is that Bank 
and Securities will be brought back to- 
gether under one holding company, Sun 
Hung Kai & Со. , on the basis of one new 
share for each Bank share and one for 


1.55 shares in Securities. Although this 






amalgamation will doubtless be justified 
asa “tidying up,” others may see it as 
a way of fudging earnings and balance- 
sheet distinctions between the two. 

Oh, what timemories! The finance 






| hang on the monthly property valuatio: 


| ketable property for units are lackéd i 
‘for a year and can'then only redeem at 


| márked-down property they will be able 


| committee on unit trusts. and mutua 





trust, especially in view. of its $ 








and securities firms were separate 
lowing the run on Sun Hung Kai Fi 
(then a deposit-taking compan’ 
in 1978. The separation w 
that any problems іп the.stoc 
erty markets did not spill over 
ЮТС, Now:that it has been 
privilege and prestige 6 
cence, SHK apparentl 
aration unnecessary: - 
once the present writ 
absorbed; the Securitie 
generate müch bigger p 
which will again be the junior p 
@ HONGKONG has.a new breed o 
vestment animal: the Wardley Prop 
Trust. The first.of its Кіпа in {һе 
tory, the fund is not an authorised’ 
trust under the Securities Ordinance 
isnot invested in cash or securities. Bu 
has been approved, after some deliber 
tion by the regulatory authorities; pr 
viding that it is not marketed direct 
the public at large. The maxim } 
the trust is set at HK$2.5 billion, abo: 
which it becomes closed-ended..” 
Coming. almost immediately ‘aft 
Wardley was obliged to ask its paren 
the Hongkong and Shanghai Bankir 
Corp.; to take charge of bad loar 
primarily to local property companie: 
the setting up of the new vehicle ha 
tracted considerable scepticism, i 
derision. Whether forecasts of à dus: 
filled with the refuse of Carrian; Eda a 
others prove accurate only time will te 
The fund's.credibility will certain 






















































































by independent valuer Jones ` Làn 
Wootton, which can allow investm 
in property associated. with either th 
trust manager (Wardley) or its related 
companies, which include the trustee, 
the Hongkong Bank, provided they are: 
made at a-cost deemedto be a ^fairmar- 
ket value." That phrase. hàs a fairly hòl- 
low ringin Hongkong, but Wardley may 
have a point in arguing that the. й 
being set up at a time when the pro 
market has bottomed. Ve 

Developers wishing to swap in 



















































discount to the net asset value per 
for the next two years. To kick th | 
off, the Hongkong Bank will put ир an 
initial HK$200 million; Other. banks: 
turned reluctant landlords may well fol- 
low. By making a paper asset out оба 


to put off the evil day of writing off the ` 
loss. ? 

It does, however, seem strange to 
Shroff that the government-appoinitet 














funds was not consulted about the ne 












Singapore and Malaysi prit 











fter a remarkable’ bull тип omn the 
Singapore and Malaysian > stock- 
lárkets which has brought the Singapore 
arket (as measured by the Straits Times 
dustrial Index) to within.some 159% 0 
its 1981 all-time high, the prevalent local 
entiment is that both markets are ovér- 
ght and due for a substantial correc- 
on. The “real” bull market, as one well- 
placed Singapore stockmarket source put 
‘it — one based on an upturn in economic 
fundamentals — may still be some two 
‘years away. | 
Real or not, the bull run has been most 
mpressive, taking the Kuala Lumpur 
arket (as measured by Fraser's Indus- 
jal: Index) up by two-thirds from the lows 
of August 1982 and the Singapore market 
measured by the same index) up 45% 
luring this period. Elsewhere, only the 
all Street and Hongkong markets have 
atched Singapore’s performance in the 
ast nine months, though neither comes 
lose to Malaysia’s. 

Foreign institutional buying has been a 
ajor factor behind the rise of both mar- 

































may be a long way off — - and a major correction is due 


у Anthony Rowley and Jeffrey Segal 





ets, partly because of a desire by foreign 
nd managers to maintain their portfolio 
veightings in these two important South- 
Asian markets, and partly. through 
ir anxiety not to miss out On economic | 
ecovery and its effect on the plantations 
sector. But they may have jumped the gun. 
v From. the very beginning, overseas in- 
titutions have been more optimistic in 
his market than local institutions;" said ` 
ne Singapore broker. Local buyers, big 
and small, have come in more recently on 
-the back of foreign buying and if there is’ 
"indeed a correction shortly, as informed 
“sources suspect, local buyers:could be the 
losers as disenchanted foreign institutions 
egin to sell out again. ; 
Local buyers needed little excuse to 
come in. A very large volume.of local 
-funds.— again both institutional and pri- 
vate — had “been overhanging. the’ 
'stockmarkets for some time, held in rela- 
tively high: yielding: bank deposits on 
which rates have now declined. There. is^ 
some evidence (though hard to pin down) 
of refugee capital from.neighibouring In- 
donesia, too; as fears of a rü devalua- 
tion grew. And Hongkong sources have 
probably been net buyers of. Singapore 
nd Malaysian stocks in recent months. 
. Butall this has precious little to do wi 
economic fundamentals: After 6% real 
«growth in Singapore's economy іп 1982, 
+. expectations are for с 
- rise this year, and like 
Neither has it fot 
fundamentals: 



















































imore modest ES 





ratios in Singapo 





98 pi 


ared but the real boom 


are still several percentage одан below 
the return оп bank deposits. — 

Into .the bargain, some Singapore 
analysts are predicting a flood of rights is- 
sues in coming weeks as companies seek to 
improve their strained balance-sheets. So 
far, United Overseas Land's $$150 million. 
(US$72 million) issue: has been the ‘only 
one of major substance, but one analyst 


| suggested. that as much as 5$1.3 billion 


worth.could be in the pipeline — citing 
Singapore Land, Hong Leong Finance, 
Neptune Orient. Lines, Malayan. Credit 


and Hong Leong Industries as likely can- 


didates. A Stock Exchange of Singapore 
(SES) official told the REVIEW, however, 
that the каше. һа$ no issué queue at 
present. 

Where the SES is facing potential prob- 
lems is in keeping up with the sheer vol- 
ume of transactions. Daily volume hit an 
all-time high of nearly 28 million units on 
several days in February, close to the 
handling capacity of the exchange's newly 


installed computer. Volume has declined: 


somewhat since, however, and may de- 
cline considerably more if some. stock- 
market opinion is right in thinking that the 
next monthly settlement day (the final 
Thursday in March) may find many inves- 
tors unwilling to take up scrip they bought 
for delivery then. That could mark a turn- 
ing point in the.market. 


t is certainly. hard to. pin. down any 
broad grounds for optimism on the Singa- 


pore market. Whether it is in manufactur- . 


ing, which is still suffering fróm the stag- 


‚ nation in capital-goods orders; the oil-re- 


fining or oil-rig industries, where over- 
capacity abounds in general (with, a-few 
exceptions such as Far East-Levingston), 
or in the under-occupied hotel sector, the 
corporate: profitability picture. does. not 
look good. 

"Manufacturing orders are fiot: Visking 
up,” one Singapore analyst pointed out. 
“The cycle starts with consumer goods and 
that will benefit Hongkong manufacturers 
first." Singapore is pushing a major pro- 
gramme of public works this year to help 
sustain the recession-damaged economy, 
but much of it will. be carried out by 
foreign contractors: |. 

The only obvious factor underpinning 
the Singapore market as far as. foreign i in- 





strength of the local currency. Monetary 
Authority of Singapore.policy continues 
to favour preserving а “strong and stable 


-exchange rate.” The Malaysian dollar has 
iot enjoyed similar strength, however, 


with the balance-of-payments position 
coming under increasing pressure: 








| pore,” 










ane in Malaysia stress that the i tion that could blow itself apart. P 





“People aren't look i 
rent fundamet tals — they're looking а 
‘year ahea anticipated recovery in. 





commodities demand.” Not even the poor. 
-results announ 
‚ giant Sime Darby or its subsidiary Trac- 


recently by plantations 


tors Malaysia — апа (ће expectation of a, 
further. clutch оѓ. Баа 1982 figures from 


- other plantation groups —. have dam- 
j pened this expectation. ` 


It is built partly on the recent strength in 
the rubber price (even though the world. 


- price of crude oil, Malaysia's biggest ex- 


port-revenue earner, is falling). The price 
Of top-grade RSS-1 rubber (ohe month: 


| forward buyer's. contract) had hardened 


from 182 M cents (79 US cents) a kg. at’ 
the end of 1982 to 253 cents Бу March и 
~~ the highest level since 1981. "B 

„Виш. local analysts say rubber dealers 


P Cather than final users)‘have been behind 


‘the steep rise; There is some uncertainty, 


..too, over how much further synthetic rub- 


ber. canceat.into natural rubber’s share, of 
:world markets now that oil prices are fal- 
ling. | 
Palm-oil: prices, ‘meanwhile, have re- 
mained quite firm, helping to bail com- 
modity.companies out of what would 


‚ otherwise have been a complete disaster 
| in 1982. But a current drought i in parts of 


Malaysia could hit this year's palm-oil 


“стор, ассог ding to some sources. i 


Ла both the Singapore and Malaysian 
stockmarkets, some issues still present 


"special reasons for buying. Jurong Ce- 


ment in Singapore is currently riding the 


. Боот in demand for construction mate- 


rials (REVIEW, Mar. 10) while. Promet is 
attracting attention for its China offshore- 

oil play and a pipeline contract in Sabah. 

Also, Cycle and Carriage is rumoured to 


‚Бе a takeover target — ре», by 







Malayan: United Industries.» 

But. overseas. insti! ons. have been 
mainly interested in plantation stocks, in- 
cluding Sime Darby subsidiary Consoli- 


dated. Plantations and Lee Loy Seng's 


Kuala Lumpur Kepong. Harrisons Malay- 
sian Plantations has-also been attracting 
much interest, especially from Britain. 
The consensus among local brokers, 
however, is that the rise in Malaysia and 
Singapore is "too good too last." Both 
markets will fall back, "but the slowdown 
will be greater in Malaysia than in Singa- 
* said опе, All the bullishness is 
based on the critical assumption that the 
US. economy has turned. If this:proves 


; otherwise, the reaction could be dramatic. 
vestor$ are concerned is the continuing. |. 


- Turnover on the Kuala Lumpur market- 
in the March 7-11 week was 72.69 million 
units worth M$221.8 million compared 
with 9.6 million valued at M$27.6 million 


in the final week of December 1982. “It’s 


looking very overheated and brokers are. 
beginning. 10. call margins,’ ' reported one - 
< ipu © You're inasitua-- 
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company, 
eported net in- 






lion), a 5696. 
lion earne 






loss compared wi 
" million in the c 













“р ; 
was not hit by 





the interim figures as the market is dis: 


counting an upturn in performance while |. 
lie. im- | 


recognising . that problems 
mediately ahead. With. the. shares al- 
ready having performed well this year, 
brokers say they remain strongly in de- 
mand, contrasting with the excessive sel- 
ling pressure in 1982 following the an- 
nouncement in November of à one-for- 
three rights issue. An effectively un- 
changed interim dividend of 7.5 NZ 
cents a share has been announced (8.25 
cents previously), . > 
In addition to the pastoral and forestry 
sectors, Fletcher Challenge is involved 
in construction and property, manufac- 
turing and merchandising, finance, com- 
puters, and energy and minerals. 
— A CORRESPONDENT 














ik by 23.5% to NZ$6.5 
4.7 million) in the half-year 








т margins. 
levels were 


"the period. was 
Steady 3 NZ. cents a share after earn- 
‘ings per share of 12 cents. For the second 
"six months, the: company expects similar 
| Conditions until retail stocks decline. 
С ous =A CORRESPONDENT 


Sun Hung Kai loses 


Hongkong's largest stockbroking com- 









ported a net effective loss of HK$186.8 
million (US$27.8 million) for calendar 
1982, in sharp contrast to the HK$216.9: 
“million profit earned in 1981. The latest 
figure includes provisions for the di- 
minution in market. value of shares 
,underwritten to the extent of HK$44 
million and for the decline in the value of 
the company's investments in Sun King 
_; Fung Development and other property 
interests to the extent of HK$220 mil- 
ion. No final dividend is recommended, 
‘otal payout for 1982 of 20 HK 
‘a share, including a 10-cent cash 
inus. Dividends for 1981 totalled 45 
cents a share. - 
Sun Hung Kai Bank, a former sub- 
iary of Sun Hung Kai Securities, re- 
rtéd net earnings for year-end 1982, 
ers reserves, halved at 
illion (HK$70.7 million pre- 
anking licence was-granted 






















pany, Sun Hung Kai Securities, has re- 








creased by 16% and 8% respectively. 
© For the current term, Sumitomo 


¥10 billion in recurring profits with its 


to the company, formerly a registered 
deposit-taking company, in February 
1982, Sun King Fung, meanwhile, an- 
nounced year-end losses of HK$104.2 
million before exceptional losses of 
HK$397.4 million, being mainly provi- 
sions for losses on certain investments, 


‘taking the overall net loss to HK$493.1 


million. $ 


A restructuring of the Sun Hung Kai | 


group was announced with the results, A 


single holding company, Sun Hung Kai | 
& Co., is to be formed, incorporating | 


both Sun Hung Kai Securities and Sun 
Hung Kai Bank. — CHRISTOPHER WOOD 


Aloss on chemicals 


Sumitomo Chemical, Japan's leading di- 
versified chemical manufacturer, re- 
ported a net loss of ¥7.2. billiori 
(US$30.7 million) for the year ended 
Dec. 31, 1982, forcing it to defer declara - 
tion of dividends for the first time in 33 
years. The company actually recorded a 
recurring profit of ¥2 billion but this was 
reversed after losses incurred from stock 
retirement by Sumitomo Aluminium 
Smelting, a. 5095-owned Sumitomo 
Chemical affiliate, and the grant of spe- 


cial retirement, allowances to 500 em- | 


ployees.who answered the company's 
call for volunteers for early retirement. in 
view of the recession. 

Sales for the year dropped 1.3% to 
3632 billion with its main line; industrial 
chemicals and fertilisers (which account 
for 50.4% of total sales) registering an 
8.1%). fall in turnover owing to low ide- 
mand both at home and overseas and 
strong competition from low-priced im- 
ports. Sales of pharmaceuticals and pes- 
ticides, among its other product lines, in- 





Chemical predicts a 396 rise in sales and. 












'| ment market, cement sales rose 6% t 





mained brisk. 











of a ¥°7.4 billion loss brought forw. 
from tb e previous term. 2: 
— KAZUMIMIYAZAW 















-456.12 million (US$19.8 millio 






fitin 1982, sharply upon 
lion in 1980 and a disastr 
94.8; millionin1981. |... 
.Rieduced . producti sts 
var ious. energy-saving, measures 
butied significantly to the improved 1 
fin ancial performance. Late in the 
th e company completed a major co 
sion scheme at its Ta Luang plant no. 
of Bangkok by.switching from à we 
dry production process. The latter 
ппоге fuel-efficient. | 
A separate scheme to replace bunke: 
(oil gradually with cheaper imported co 
‘and locally produced lignite at the Thun 
Song plant in south Thailand and th 
Kaeng Khoi plant north of Bangkok 
which was started in late 1981- s; 
panded last year, and will lead to furth 
„energy saving. The company. e. 
begin using natural gas at the Ta Lu. 
plant in April but it is not yet clear 
much gas will be available. 
Reflecting a still weak domestic 
























































Baht 11.47 billion. Total assets dropped - 
2% to Baht 9.3 billion which: under! 
scored a management rationalisation 
plan involving reduced inventories. 

| 7- PAISAL SRICHARATCHANY A 
The galloping Pony 
Hyundai Motor Co., South Korea's 
largest car manufacturer, has reported : 
1982 net profit. of Won 11.29 billio 
(US$15 million), a turnaround from ; 
loss.of Won.16.5 billion in 1981. Sales 
its new. Pony model put overall sales 
high gear to-record а-45%. jump for t 
year to Won 430.15 billion. The per 
formance also erased a first-half loss of - 
Won 2.8 billion. Net earnings and di- 
vidend per share were Won 88 and Won _ 
40 respectively. — LAXMI NAKARMI 


No hogwash | 
Monterey Farms Corp., regarded as the 

Philippines' largest cattle breeder as well 
as the second largest pig raiser, тоге | 
than trebled its net income to P9.2 mil- 























million in 1981. Monterey explained tha: 
even іп a recession, demand for foo 
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HONGKONG: е uncertaint: y | еа the 


et in what some brokers believ ed. is | 
ing of a phase of drift. But the Har 1g Seng Index 








On the final day the market managed го absorb the 
oor results from the Sun Hung Kai group. Other- 

























stantial buying orders continue to be met by local 

slling with average daily turnover remai: 1ing brisk at 

247. million (US$37.3 million). Hà wever, this 

as in part inflated by a placement of somi* 10 million 
ina Light and Power shares at HK$14.1'0 each. 


TOKYO: Blue; chips grabbed the spothight from 
eculatives amid signs of a recovery in cons:umer de- 
and and favourable conditions for basic inidustries. 
Prospects of lower oil prices and a recovery i n United 
tes demand strengthened steels. Indications of a 
acovery in vehicle demand were also noted . Canon 
nd Alps Electric were among the. market. leaders. 
ne, Nikkei-Dow Jones Average closed at $1,089.03 
Y to moderate volume, up 47. d points for the 
io 





d managed to defy a'sluggish Wall Street .at one 
point. Market expectations of poor company results 
to the late weakness, analysts said. Frasei"'s In- 
dustrial Index lost 46.15 points to its closing 4,7 67.71 
as turnover was trimmed to only 14.4 million sihares 
worth S$44.8 million (US$21.6 million) on the final 
trading day after peaking at23.3 million shares valued 
t 8$70.5 million. Most active issues were Pro met, 
Faber Merlin and Malayan United Industries. 


KUALA LUMPUR: The. growing certainty оё а 
зајог price cut for Malaysia’s biggest export earner, 
de oil, appeared to have taken some of the steam 
ut of the two-month-old bull run. With some brok- 
ers forecasting a technical correction. soon, profit- 
aking in the final two sessions cancelled out many 
modest early gains. Fraser's Industrial Index closed 
_just 14.75 points up at 2,955.54, its smallest five- day 



























million units higher at 67.4 million, though daily vci- 
umes were beginning to shrink. "The clear. volume 
leader was Taiping Textiles; which added 18 M cents 


shares. 


cand” Development 


wernment, and Ayala 
nies belonging to the 


battle for board con; 


selling as a result of the Í T governme: i 
ke. In other sections, mine we а while 


the period to » Mar. 14 faded as most of.Asia's stockmar- 
kets reacted to a listless Wall Sitreet; only Taipei and New Zealand closed with substantial in- 
creases. The general trend was illustrated best in Hongkong, Singapore, Kuala Lumpur and 
Seoul where share prices poste'd gains initial 
angkok ended higher but analysts remaine unconvinced of: longer-term firmness. In 
anila, a few commercial indus чип issues took the limelight. 


‘сате under pressure following reports that explora- | Mar.8 
tion, companies have. frozen drilling operations. | Mer.9 » 
; The period's turnover.on ће two exchanges reached м 0 


finished the period 18.52 points uj ? at 1,032.37. 


е, there were no firm corporate de velopments. | the uneven movement on Wall Street stalled an ad- 





SINGAPORE: Bean topped an early advan ce that | 


| what analysts ascribed to lack of investor interest; Ti 





тоге than. 1 million shares а day. Analysts also said 


increase since mid-January. ‘Overall turnover was 2.2 | 









(8 US cents) to M$2.13 on turnover of А A million’ 







: ‘MANILA: ‘Unusual activity was noted i in commer-: 


‚| was aided by reports that firms ha 
| reduction in sales tax on.soft.drinks. The gradua 


| vestors, bringing averag 
4 million (US$1.4. million 












ut erased these as the period progressed. 





En С Aust. Alk-Ordinaries и 





















Маг. 14 
Change on week 






lion shares valued at P 30,9. million. 


AUSTRALIA: Préssure. on the world gold рсе, and 



























vance in share prices. The Australian All- Ordinaries Ania Ein mA 

Index, after spurting ahead by 13.7 points in reaction | АтроРеновшп ise M 
іо the Australian dollar's devaluation, steadily set- Trid NT e -27 
tled back to the previous closing of 513. 4. Most buy- | Avstahan Guarantee 208 +18 
ing interest centred on the heavyweight mining pea ic p 





Bougairvilie 
“Brambles Ind. 
BHP 

Broken Hill South 
Buras Prip ^^ > 7182 +22 


stocks which stand to gain most from the devalua-,, 
tion. As the. period wore on, overseas demand 
slowed. All.counters registered losses, though these 
were mostly modest. 
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PL e юс, ess whe Oo eae daa th oan aw rs mx 






сіб 228 — , -08, 
: Я E Carlton United Brewery 2,58 +? 
NEW ZEALAND: Share prices surged'ahéad оп | 9 s E 
higher turnover after New Zealand followed Austra- | «cse Bei УМА 
Dunlop Austratia 098^ . 49 










lia's devaluation. The heightened activity simmered 






















down by tlie. end of the period, but the market is ам Mod 
widely believed to be ready f for a further rise; Indica- | тезен 345 " -08 
tive of the market's mood, Fletcher Challenge went risen ue E 
higher despite poor first sults and a lower full- | terdteasecorm. | БЕТ 
year earnings estimate, The Mar. 7 tax-due date pass: |. мугт im 
ed. without a ripple, as general liquidity remained NatonalBank —' "E. E 
ve hi h. North Broken Hilf 243 ~ 
ry mg Peko Wallsend 586 68 
Pioneer Concrete 161 +89 
TAIPEI: Announcement of an oil-price reduction | 275. МИЕ 
fuelled activity and sent the average weighted price | ThomasNotmwde rans  — - 
index soaring by 29 points 10 its'closing 546.18, its | jme ou ada d 


sixth consecutive weekly tise. Average volume rose 
to NT$1,78 billion (US$44.7 million) a day, the high- 
est since 1979, Some analysts. thought, however, that: 
there might be insufficient real improvement in the | 
economy to support a sustained’ bull market. 
















SEOUL: Prices drifted lower after an initial surge 


stem the decline, institutional investors had-to b 






there was no sign of funds flowing back to the 










stockmarket from the property sector as earlier ex- | . н 

pected. Trading was at a low daily average of 7.3 mil-.| rssociaedroters p won n. 
lion issues and the composite index closed the holi- | Arasia | cis M: 
day-shortened week at 121.19, down 0.81 of apoint. | Gom BA suem сюе 2 
Prices of blue-chip shares such as constructions and | Cneungxong i020 +41. 6 
electronics were weak while textiles, machinery and | coven Mus. uas a 
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Grand Marine 
tive week with recently: active issues taking second- | ^ ess 
liners in tow. Signs of price resistance emerged late in 
the period, but the second-liners forged on to score ' 
the best gains of the period. Prospects of cheaper oil 
and its benefits to various industries influenced trad- 
ing. The soft-drinks industry, anothér active section, 
petitioned for a. 

















price rise early in the period soon attracted more in- 
daily turnover to Baht 31.7 


closed at 112.34 points, up. 
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This ne listing of 
Hong Kong's top people with 
‘photos has now been updated. 


In compiling the names 

included in this book, the 

editors and researchers 

selected those figures who are ence book for businessmen 
Aeaders in their fields; in overseas interested in the 
"business, finance, commerce, affairs of the Colony. 


banking, the arts, sport, р : i 
-.;, government, the media, the The book also catalogues 
- professions DRAN, major Government depart- 
| ; ments; Counsuls, Trade: Com- 
E missioners, Associations, ^ 
Over 1,500 individual names ^" (иһ, Societies, and the 
and addresses, most of which media with a wealth of . 
information on the people 
th involved in these institutions. id 
reference boo! and an úp- 
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fit takes almost four days to а 

E mountains from the outskirts 
tle highland town of Bontoc in northern 
Luzon to the province of Abra to the . 
“north. On the horizon is the silhouette of 
“the Cordillera mountains. In the sky аге 
heavy storm clouds, not yet dispersed 
after the morning's rain. From the abyss 
below there is the sound of a mountain 
torrent, cascading between rocks and 
down rapids. 

The province of Abra is a zone of 
peration of the "northeastern guerilla 
front," and it is one of the areas where 
communist New People's Army. (NPA) 
insurgents have. gained. considerable 
‘momentum over the past few years. 
When you listen to their-stories, and 
hat the village people have to'say, itis 
“not difficult to understand why. 

Until only about a.decade ago, Abra 
гаѕ just another of the Philippines’ 
many neglected mountain provinces, 

ls апа hospitals were, few 
the tribal farmers. poor 




































lated in the low-lying towns. Not much 
ad changed since the days. of the: 
Spanish colonial regime. The Ameri- 
cans, who came later, introduced little 
“new apart from spreading Christianity to , 
ће remote hinterland of the northern | 
"Cordillera, which the Spaniards never | 
were able to penetrate. - 
~ Things changed drastically and rapidly 
n the mid-1970s. The Cellophil Re- | 
ources Corporation (CRC) and its sister 
company, the Cellulose Processing Cor- 
-poration (CPC) — a grandiose business 
venture run by Herminio Disini, an in- 
|. law of President Ferdinand Marcos — 
| were in 1973-74 awarded adjacent con- 
ssions, covering almost 200,000 ha. of 
irgin forest land in the provinces of 
"Abra, Mountain Province, Kalinga- 
‚ Apayao, Ilocos Norte and Ilocos Sur. 
The objectives were to cut timber in that 
‘area and to establish a pulp mill in the 
highlands of Abra and a rayon: staple 
fibre plant in the lowlands, which would 
«process part of the pulp into rayon fibre. 
The pulp mill was intended to бе опе оѓ 
the most sophisticated of its kind in the 
world, capable of producing 66,000 tons 
of pulp annually, mainly for export to 
Japan and Western Europe. 

The local authorities tried to launch 
the Cellophil plan as a "development 
: scheme.” But it was not well received by 

the slash-and-burn farmers of the north- 

егп Cordillera, especially the Ting- 
. guians, who were the first’ mountain 
tribe.to be affected by the plan. To them; 
the entry of the CRC/CPC into. their 
homeland meant economic, social and 
cultural displacement. Traditionally, thé 
Tingguians are rice farmers, fishermen 
and hunters living off their irrigated rice 
terraces and whatever fish and game 
they can catch in the rivers and the 
forests. | 
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The prospect of a major logging орет 
— cutting down the forest ata r 

of 200 trees a day — made them fear fc 
their survival. The pulp mill threatened to 








Tingguians’ most important source of 


protein. Furthermore, it raised the cru-.. 


cial issue of ownership of the land. As 
one farmer explained it: "We have an 


ancestral right to the land here; it has- 
been ours for generations. It can't simply. 


be taken away from us like this." 
As the activities of the CRC in- 
creased, so did. the. opposition to its 


plans. In 1977 the Tingguians of Abra, | 







among whom. intra-tribal warfare had 
been a way of life for centuries, declared 


a truce and called a meeting of all the | 


previously feuding tribes. At this meet- 
ing, held in Bangilo. 1,265 Tingguian rep- 
resentatives signed a resolution express- 
in 
ations in Sagada, Besao, 
Sandanga.” 

In 


Bontoc and 





E 


weg: a sword of fire. 





Bruno Ortega and Cirilo Ortega. They 
organised. méetings, sent petitions: to 


Manila and sent pleas for help to the. 


bishop of Abra and the local authorities. 










To: they are still waging their strug- . 






gle against Cellophil and.its backers 
— but no longer by peaceful means from 


the pulpits of their village churches. In: 
1979, all four of them went underground. 


to join the NPA, the armed wing of the 


outlawed Communist). Party of the | 


Philippines. Hunted by the. military, 


they spend their time propagating revo» |: 
lution in the villages of their former | 
„parishes; ambushing Philippine Соп- 


stabulary outposts in the valleys an 
-eluditig the authorities, who reported! 
have put a P130,000 (US$13,000) on 
each of their heads. Е Je 





pollute the rivers and kill the fish, the ' 


“total opposition to Cellophil oper: ` 


the forefront of the struggle stood . 


| the anti-Cellophil struggle. "I discov- 










four young Roman Catholic parish - 
priests, Conrado Balweg, Nilo Valerio, 


















7 Balweg, 38, whose family migrated - 
-| from Kalinga to Abra several decades 


ago, describes himself as “а Kalinga by |. 
blood and a Tingguian in spirit. “H 
probably the best known and-also 
most militant of the four rebel pri 
Abra; and he was politically active al- 
ready during his days in the-seminary, 
where he joined Fr Edicio de la Torre's „|. 
Christians for National Liberation. 

^. "Pm not holding this gun because I. 
enjóy : killing. people;". said’ Bru 
Ortega, who is himself a Tingguian. “F 
acting in self-defence. I'm fighting 
cause we are attacked and our lives are in 
danger.” Balweg added: “The Bible says 
‘Thoushalt not kill’ — but remember that 
even God ‘gave a sword of fire to the 
good angels so they could fight Lucifer.” 






















































struggle was not taken overnight. “It was 
| a gradual process," said Bruno Ortega. 
“Т read Mao Zedong, Freire's Pedagogy 
of the Oppressed and Gutierez’ Theol- 
'ogy of Liberation when I was still at the 
seminary. We learned from the experi- 
ences of Latin America, from Brazil's re- 
:volutionary bishop Dom Helder Cámara 
d others. The Cellophil issue just tip- ` 
ped the balance and precipitated us from 

_ theory into deeds." | 
::Balweg says that he first got involved 
with the communists in 1977 because the 
church authorities he had approached 
could not offer him any concrete help in 




































ered Amada Guerrero’s Philippine So- 
ciety and Revolution and saw that no- |... 
thing should prevent the application of 
revolutionary theory to Christianity,” h 
armed insurrection in 
А Jed by ormer parish priests 
from the area has, of course, contributed 
to thé success of the revolutionaries. 
They seem to enjoy a considerable 
amount of popular support, moving 
freely between the villages in the moun- 
tains with the villagers willingly ‘giving 
them food, shelter, guidance and warn- 
ings about the movement of govern-^ 
ment soldiers in the area, 
5 Although the four priests no longer 
appear in clergymen's dress or say mass, 
they appear to be well respected in their 
former parishes, where people still call ` 
them. *Father." The authorities are re- 
ported to believe that if they could elimi- 
a je. , support for the. NPA 
indle “апа. disappear. But 
hers argue that killing е rebel priests 
would only make them martyrs and 
create a legend, which would linger in 
ehearts of Abra’s Tingguians forever. |- 
sje —BERTILLINTNER .| 
























The popular ‘pariah’ 

As an American reader, I appreciate your 
outstanding weekly coverage of Asian 
news and analvsis, which is as balanced 
and objective as it is possible to find. I do 
wish, however, that it might be possible 
to refer to Taiwan without using the 
overworked cliche "pariah" [REVIEW, 
Mar. 3]. 

As а rapidly industrialising country, 
Taiwan is hardly a pariah in the traditional 
and primary sense of that word. Although 
an outcast from most formal diplomatic 
relations, that is an outcome of a jurisdic- 
tional dispute rather than of political re- 
vulsion. The very fact that more than 150 
nations maintain active commercial and 
cultural relations with Taiwan, often 
through offices that are embassies in all 
but name, seems to me to suggest that, far 
from being an outcast, Taiwan is a very re- 
liable and welcome member of the inter- 
national commercial and cultural commu- 
nity. Its political position, which is hardly 
less principled than that of most other 
countries, should not qualify it for the de- 
meaning sobriquet of pariah. Please let us 
reserve that term for regimes which defy 
humanity, not power politics 
Hastings-on-Hudson, NY 


The Philippines' future 


Your cover A whiff 
of power [REVIEW, 
Mar. 10] reminds me 
of the old adage that 
likens the military to 
a tube of toothpaste: 
once you squeeze it 
out of the tube (or 
the barracks), you 
cannot put it back 
in. The prospect in 
store for the Philippines, therefore, is in- 
creasing dominance of the military in poli- 
tical and economic life, without benefit of 
formal mandate 

The historical record is admirably sum- 
med up by Nicole Ball of the Swedish In- 
stitute of International Affairs in her 
study, The Military in Politics: Who Bene- 
fits and How? After looking at evidence 
from various countries, including the 
Philippines, Uganda and Argentina, she 
concludes: 
» Four groups tend to benefit from 
militarisation: domestic civilian elites: the 
military as an institution; individual mili- 
tary men, and foreign groups. Their in- 
terests interlock. 
» Civilian leaders "seek to buy the loyalty 
of all or some portion of the military with 
an increased allocation of resources or 
some form of participation in decision 
making They also provide oppor- 
tunities for senior officers to increase their 
personal wealth . . . This is what has hap- 
pened in the Philippines." 
» Domestic civilian elites (or techno- 
crats) "often seek military support to 


JOHN WATT 
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Service from the heart 
-a part ofour tradition 





This ancient stone carving — a relic from 
Indonesia's picturesque past — depicts a scene from the 
country's rich and dramatic folklore. It shows the simple 
generosity which is so much a part of the Indonesian 
tradition. In Indonesia such warmth comes easily. It comes 
straight from the heart — which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 
the difference between mere 
service and service that comes 
straight from the heart. 

It's what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 
Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI LA. 
British Airways Associate Hotel. KLM & Golden Tulip Worldwide Hotel. 







For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03-214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels are Hawaiian К. t, Le Lagon, Seoul Tokyu, 


Kyongju T. Indra Regent, Royal Clifí Beach and Sonargaon. 
Operated by Tokyu Hotels International. 
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CPTshows how your word processor 


of today can be the first step to 
your automated office of tomorrow. 


CPT introduces the OFFICE DIALOG LINK" 


ord processing has taken the 

business world by storm. 

Offices large and small are dis- 

covering this great step forward over 
ordinary typing. 

Unfortunately, that's where most 
people stop. 

They've accepted their new word 
processors as "fancy typewriters. They 
don't realize they're on the threshold 
of an even bigger idea —called office 
automation. 

CPT has long recognized this poten- 
tial in the office. Thats why all CPT 
word processors are designed to let 
you add new powers —a step at a time. 

Start with СРТ entry-level word 
processor and expand your system later. 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. T 
"Now there isn't a de- 
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lt lets your CPT word 


main frame computers, other word processors, phototypesetters and OCRS. 


Your different departments will 
soon discover the computer power 
of an advanced word processor. CPT 
software will let them do complex 
math, sort files and make up new lists, 
as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 


лишан ЕЕ 
чи 
Mail to: СРТ Corporation 


pages of additional information each. 

For larger systems, the CPT Word- 
Pak II™can store over 11.000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is CPT s new Office Dialog Link” 

Unlike present "networks" offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So whatstarts out to be a better way 
to type — is in reality a better way to do 
business. And thats what "office auto- 
mation” really means. 
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C/O Davidson and 
Partners Ltd. 
P.O. Box K-1017 


Kowloon, Hong Kong 





2 Please send me your 
free booklet: CPT Shows You Hou 
To Get Into Word Processing ~ A Step At A Time. 
Cid like a CPT sales representative to call me. 
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Specifications subject to change without notice at the discretion of CPT. 


й CPT takes the mystery out of word processing. 


CPT Distributors 
Worldwide: 


ARGENTINA EGYPT PHILIPPINES 
Buenos Aites Cairo Manila 
33-5453 660865 12) 854011 
AUSTRALIA FINLAND PORTUGAL 
Brisbane Espoo Lisbon* 
(7) 52-8455 (0) 803-7199 QATAR 
Melbourne FRANCE Doha 
(3)267201 uc 43319 
Sydney (3)9549080 SAUDI 
(214198000 Paris ARABIA 
AUSTRIA (1) 3600222 Jeddah 
Vienna — GERMANY (2) 6513940 
(222) 787601 Cologne SINGAPORE 
BAHAMAS (2203) 53094 2224288 
Nassau — GREECE SOUTH 
(32) 23367 Athens AFRICA 
BAHRAIN (1) 3640664 Johannesburg 
Manama GUAM (11 374230 
233213 Tamuning SPAIN 
BARBADOS (14478992 Barcelona* 
Bridgetown HONG KONG Madrid 
(42) 61070 (81717221 (1) 4550766 
BELGIUM ICELAND Valencia* 
Brussels Reykjavik SWEDEN 
(252424224 (1129200 Taby 
BERMUDA INDONESIA  (8)7680940 
Hamilton Jakarta’ SWITZERLAND 
(29) 59400 (24) 814708 Zurich 
CANADA IRELAND (1) 418880 
Toronto Dublin TAIWAN 
(416) 781-9135 (1)952701 Taipei 
Vancouver ITALY (2) 3145118 
(604) 872-8882 Milan THAILAND 
Victoria (2) 2841141 Bangkok 
(00281. 381-3282 JAPAN (2) 2770120 
innipe; okyo TRINIDAD 
(204) 942- ME (3) 86412 10 Port of Spain 
CHILE . JORDAN (62) 51041 
Santiago 1 Amman UNITED ARAB 
225-0193 42723 EMIRATES 
COLOMBIA KENYA Sharjah 
Bogota Nairobi (6) 354121 
212-44 (2) 558228 UNITED 
COSTA RICA KOREA KINGDOM 
San Jose Seoul Middlesex 
240651 12) 7781698 (1) 741-9050 
DENMARK KUWAIT URUGUAY 
Ballerup Safat Montevideo 
(23976700 453473 184642 
ECUADOR LEBANON VENEZUELA 
Guayaquil Beirut Caracas 
UR 331336 283-5243 
DAT MALAYSIA 
540011 Selangor 
(33575355 
MEXICO 
Mexico City 
533-3070 
THE NETHER- 
LANDS 
Leiden 
(71) 769245 
‘s-Hertogenbosch 
31122355 
NEW 
ZEALAND 
Auckland 
(9) 798345 
Wellington 
(4) 726007 
NORWAY 
Oslo 
(2)183585 
OMAN 
Muscat 
703802 
PANAMA 
239345 
PERU 
Lima 
129955 
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exclude the mass of population from the 
political and economic decision-making 
process. [They] fear that increasing par- 
ticipation by the poor would lead to [re- 
forms] which would be inimical to elite in- 
terests.” 

» “The record shows that military-domi- 
nated or -influenced governments are un- 
likely to follow through on pledges [to end 
corruption]. Frequently, they become as 
corrupt and inefficient as their civilian 
predecessors . . . [They] entrench the in- 
equitable conditions that were used to jus- 
tify military intervention.” 

» Such governments “expand the concept 
of national security to include internal sec- 
urity . . . to forestall radical re-ordering 
of society and wealth.” But the historical 
evidence shows they “are least likely to re- 
spond to the needs of the poor majority in 
the developing countries." 

» "Bilateral aid can be channelled in such 
a way as to strengthen the position of the 
armed forces, vis-a-vis civilian elements, 
while maintaining the fiction that aid is 
serving civilian-oriented economic pur- 
poses." 

That sums up what President Ferdinand 
Marcos' policies will leave his successor 
(in uniform?) with, once he leaves the 
scene. 
Kathmandu 


Why Lee stays free 


It is unfortunate that the Singapore Gov- 
ernment has refused to renew REVIEW 
correspondent Patrick Smith's employ- 
ment visa. 

Huo  Bide's arguments  [Letters, 
REVIEW, Feb. 24], presumably on behalf 
of the Singapore authorities, ring hollow. 
Huo mentioned, quite naively, the non- 
detention of Lee Siew Choh and J. B. 
Jeyaretnam as proof that the Internal Sec- 
urity Department is not a political tool of 
the government. Perhaps he should view 
their relative freedom in a more realistic 
light. 

While Prime Minister Lee Kuan Yew's 
lieutenants were consolidating the rule of 
the People's Action Party (PAP), Lee 
Siew Choh's most capable lieutenants 
were languishing in jail. Without an or- 
ganisation of able men and women, he was 
not, is not, and never will be, a political 
threat. Moreover, he is widely known to 
have a history of heart ailment. Detaining 
him would open up the possibility of mak- 
ing him an unwanted martyr. 

Opposition MP Jeyaretnam has always 
been an inconsequential threat to the 
PAP. This at least is the view of the Singa- 
pore premier. The frequently heard argu- 
ment is that Jeyaretnam is of ethnic Indian 
extraction and is, therefore, considered a 
political lightweight in predominantly 
Chinese Singapore. So there is no reason 
to detain him. 

Incidentally, it is not without basis that 
Smith referred to The Straits Times as 
government-supervised. For reasons 
known to the media industry, two Singa- 
pore newspapers, the Eastern Sun and the 
Singapore Herald, were forced to cease 
operations. And for speaking against offi- 
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We care enough to bring you a 
Business Class that has 
one feature others lack. Our name. 


"4 Dye 





Ааа... 


"| can tell that my passengers really appreciate our Business Class, especially the newly designed 
contoured seating. But | can also tell that they haven't forgotten the newness of our fleet, or our 
amazing on-time record or our high standards of training. Because | know they didn't just decide to 
fly business class, they decided to fly Lufthansa Business Class." 


© Lufthansa 


German Airlines 


126 destinations within 70 countries and 6 continents throughout the world. 


controlled with regard to ownership, it is 
| rnment-contro та оа to po- 


lations or producing a stimula 
'83 [КЕМП 


dismayed 


i that "the territ- 


. ory is still the world’s largest producer of 
7 Hongkong is indeed the 
‘garments in'the world, 
largest producer is 

ly; your asser- 


extile and gar- · 
to retrenchment 


We orkers lacked solid evidence. As а 
“matter of fact, the garment industry ex- 
pects to encounter.a shortage of skilled 

labour when business picks up. 
CONRAD LI. 


Secretary-general .. 


Federation of Hongkong 
Hongkong 





бацани. Manufacturers of 


"failed to mention the rulers of the st 


They are the most important elements in 


any discussion of the problem of Islamic: 
.revival in Malaysia in.as much as théy are 


the heads of the official religion in their re- 
spective states: 


. Magazines ea 


liest shack in the. 


Nothing religious can be decided ив |. d 


out their concurrence, and with it every- 
thing is possible — even the non-aliena- 


tion of burial lands for other religions. . 


That is why we in Malaysia are forbidden 
o speak, write or discuss their roles in $o- 


ciety: 
^^ A secular state should have only one of- 
ficial religion and that is. good govern- 


ment, be it democratic; socialist or còm- 


> munist. The present Malaysian Govern- 
"ment is feudal and totalitarian and the real 


power in this country lies with the rulers. 
Kelang, Selangor = 


Filipinos and filth 


Archbishop of Manila Cardinal Jaime 


' Sin's verbal rampage against the showing - 
of soft pornographic films in Manila | 


[REviEW, Feb. 17] is ridiculous. Why.pick 
on moviegoers who are old enough to 


ү judge for themselves what is moral or im- 


moral? 


He could have earned: plaudits had | fie | 





‚ CARSON’ | 





| your magazine. 


thoughts about the quality and г 
of any our future: pieces. Int 
Tales 


ASIAN DEVELOPME T BAN 


The Asian Development Barik is an international finance institution based in Manila, Philippines, ‘and established for the purpose of lending 
funds, promoting investment and providing technical assistance to developing countries, and, generally, for fostering economic growth in the Asian 


“gion. Sts membership comprises forty-five ¢ countries, thirty-one of which are from the Asian region and fourtee! 


The Bank offers challenging opportunities to highly qualified and experienced professionals who see) 
basis. Applications are invited for the following positions for which staff are expected to be required during 1983: 


AGRO-PROCESSING ENGINEER i i 
Pre-feasibility studies, appraisal and follow-up.of agro-indusirial projects based on crops, by-products, crop wastes and crop re-. к 


West Europe and North America. 


employment on a career or fixed-term | 1 


sidues of paddy, wheat, maize, other cereals, oil seeds, fruits and vegetables. Candidates should have auniversity degree in mechani-* 
cal engineering, preferably with special studies (or equivalent working experience) in agro-industrial processes; a minimum. of 5 years: 
of professional experience in an advisory or working position in agro-based industries; monde to — processes and най 
оду in the aforementioned Rene: 


PROJECT ECONOMIST (Social infrastructure 


ешеш, керк айу, e appraisal. and revi pjects i in the Social Infrastructure sector fe. g. health and population; urban 


ое and aralven oliin ci | 
vanced degree in economics, preferably with analytical work in development economics, especially in relation to social aspects of 
development; minimum of 7 years in t defelapiment economics with: experience in i project worki inless developed countries, preferably in 
the Asian region. . 


"Interested persons are o requedisd to 
REF, NO: HK31, to: 


HEAD. EMPLOY ENT SECTION 
© -PERSONNEL DIVISION 
ASIAN! OPMENT, BANK... 


HILIPPINES 

























| ustralian f food f processing equipment 
mal | 's you profit Ps. 


Australia is one of the world's largest 

' food-producing countries. So it is 

> logical that Australian engineers have 
developed a wide range of advanced ` 
equipment for the food-processing 
industry. Equipment of almost any 
„type, concept and application. For a 
multitude. of functions such as 


ng 

processing of a variety of 
. as dairy products, meat, bue С 
edible oils, confectionery and `° 
beverages... 


Australian Nonid-processin 
equipment has proved efficient, 

- reliable and competitive in many 
countries throughout the world. 
Find out how Australia can satisfy 
your particular requirements. 
Ask the expert who knows Australia. 


For details of suppliers phone or 
telex the Australian Trade 
Commissioner at: | 
Bangkok, 286 0411, Telex 82621 
Beijing, 522331, Telex 22263 
-Hong Kong, (5) 227171-8, Telex 73685 
Jakarta, 330824, Telex 46 214 Ў 
Kuala Lumpur, 41 3122, Telex MA 30260, 
Manila, 87 4961, Telex PN 63542... 
‘New Delhi, 690336, Telex 81 31 2356 
Osaka, (06) 2717071, Te 




















gapore, 737 9311, Telex 8521238 
тою 582 7231-9, Telex 2422885 





Using the occasion of the centenary of Karl 





was mainly on s 
tion, which by inference calls for. an. even- 
handed foreign policy. To this end, reports as- 
sistant regional editor V. G. Kulkarni, China is | 
“spreading its diplomatic network across the 
Third World — while making strong statements 


Marx's death, Chinese Communist Party Gen- 
eral Secretary Hu Yaoban 
for Chinese socialism t 


produced a model 
ay. Hu's emphasis 
jpeedy domestic modernisa- 


against superpower hegemony. Meanwhile, 
Foreign Minister Wu Xueqian, in an interview 
with: Kulkarni, stresses that China will develop its relations with the 
‘superpowers largely on the basis of Chinese interests. Pages 19-24. 


Cover: Morgen. Chua. 


. Thailand returns to full demo- 
;cracy after a humiliating. par- 
Нап itary daten tor tne army. 


akes third: attempt to 
ee 


_ Another bid to get talks is gola on 
“Cambodia ends up in trouble. 

Meanwhile, the 

Prince Norodom Sihanouk warn 
against. negotiation with Hanoi 
ang taos. | 


Page 33 

Despite another poll victory for 
Malaysia's National Front, the op- 
position Party Islam is far from 
vanquished, 


- CONTENTS. В 


_ Green atthe grassroots ... 
i Cover oe. Time for à new 


the:superpowers 
: interview/Foreign Minister 
m Wu Xueqian 
Foreigi relations: Too much 


| Page 36 


hinese апа 








Page 34 
Feelings run high as Hon kong’ 5 
Right makes its debut in t 
political debate. 


Indonesia's President Suharto 
gives his cabinet a transfusion of 


oung blood and diminishes the 
nfluence of the old power bases. : 


Page 38 


Soviet PoWs captured b Afghan | 


guerillas are placed in a Swiss de- 


tention centre. But does this con- | ` 


| Wa 


travené the rules of war? ^ 


Page 52 
China may go into Australian 


mining in its first direct industrial | 


investment overseas. Meanwhile, 
Premier Zhao Z de tes s trip south 
will эш ёт а trade ties. 


Afghanistan: Unconventional treatment 38 


Business Affairs 8 
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down under 
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Policies: India protests at a 
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Currencies: Ro ble spells trouble 
in Kabul 
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Page 

By liberalising imports, india 
seems to have unwittingly written: 
a dumpers' charter. 


Page 57 . 


|As Japan appeases Western. 
‘claims. of 
area, Washington levels a furthe 


rotectionism in one 


charge. | 





| Бодес 5-66 


leon image as ce company 
moves into oil exploration. : 


sebrony is being bu 
feted rom all sides: Bad weather 
8 rovided the latest blow. 


ritish Petroleum is first T: 


| queue for a Chinese е offshore il 


Poma 


Page 76 ^ 
The rouble hits trouble in Kabul 
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Airliners ^ from" Japan and 


flight-information region south 
of Cheju island shortly under a 
arrangement . agreed 
among officials of the three 
countries: © 

_. Regular flights through this 
ir corridor — which will mean 
horter flying time — could 
"begin as eatly as August 1, they 
aid. South Korean Foreign 
Ministry. отав hope the 

р will b i 

















gladesh's chief martial-law 
a d Lieut-Gen. H. 












d гати the obese 









shad, "who has offered to 


political post and is also resign- 





overnment. 

;, One of Lee's aides said the 
«decision stemmed from per- 
Sonal reasons, adding that the 
minister was tired after 28 
: years in politics, though he is in 
good health. Lee, 48, will an- 
“nounce the date of his depar- 
ture — expected to be in mid- 
ar — at. an MCA. central 
mmittee meeting оп March 






.25. He is also expected to step. 


down as MP for Seremban, a 
“move which would. mean à 


tough by-election for the gov-. 


ernment. 
Another cabinet” minister, 


Datuk Mohamad Nasir; has: ; 


also announced that he will res- 
0 








rough. the South Korean |. 








rt a dialogue with political | | 
arties to discuss constitutional |. 


ng аѕ minister of transport in | ! 
he National Front. coalition | 










ppopulation | award, 













.Imelda Marcos, wife of Philip- 
| pine- President Ferdinand Mar- 


ign his post of minister in the- 
| Prime Minister's Department, 


effective in June, to go into 
business. He is currently a sen- 
ator and president of the Ber- 
jasa Party, a splinter group of 


Party Islam. —JEFFREY SEGAL. 


Japanese protesters 
show little enterprise. 
Opposition to the first Japan- 


ese. port call in-15 years by the. 


American ^ nuclear-powered 


-aireraft carrier, Enterprise, 


was muted when the 90,000- 
tonne. véssel docked at Sasebo 
on March 21. 


Ап estimated 10, ,000 people, | 
demonstrated in the city, and. 


there were other public pro- 
tests in several large centres. 
But. crowds were generally 


d sparse; and no serious inci- 


dents were reported. 
Also on hand in Sasebo were 


j . | about 3,000 riot police and sev« 
- eral hundred rightwing de- 
,monstrators who welcomed the 


ship. Eight people were ar- 


-1 rested and accused of throwing 
-a smoke. bomb at a. police ses- 
|. cort. vessel. 

REVIEW, Feb. 24) hasi pa ; 
d a'major demand. of |} 


m MIKE THARP 

















nzhong,. ministër in: 


rge of China's National 
Family Planning Commission, 
was a unanimous choice for the 
first. annual United Nations 
sources 
said. „Не will share the 
US$25,000 purse with Indian 
Prime Minister Indira Gandhi, 
it was announced on March 18. 
~~ Indonesian President Suhar- 










to, who had been expected to 


win strong support, was under- 
stood to have received only two 
votes, and. sources said that 








ed no votes from the 
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(US$297 





Malaysia's oil-price 
cut may hurt 


US$5.60 a barrel in a move that 
could create severe balance-of- 
payments problems and force 
the government to reduce pub- 
lic spending still further. At 
current output levels, the price 


reductions will mean a drop of 0 
than M$1.2 billion. 


more 
(US$523 million) in this year's 


export earnings from crude oil; | fr 


1 businessmen 







Malaysia has cut the price of its. 
crude. ой by an average of, 


| statement by bank vice-presi- 












dent Ding Chaozong to a group 
of foreign bankers and 
in Peking on 
March 21. On Occidental’s 
financing of its share of the pro- 
ject, Ding said: “If the Ameri- 
an side intends to raise money 
on the international financial 
market, overseas branches of 
the Bank. of China. will Live [it] 
full consideration 
Thi: 































which has been Malaysia’s top. |. milli 


commodity export since 1980. | 


Overseas sales are currently 
running àt about 270,000 bar- 


rels a day (b/d) out of total pro- 


duction of some 330,000 b/d. 

The redüctions will also 
mean a fall of about 16% in 
total government révenue from 
crude oil. The state and federal 
governments and the national 
Oil corporation, Petronas, 
formerly «took ап average 
U$$23.50...ftom: each barrel 
produced. |. -JEFFREY SEGAL 








; routput 
Toyo Kogyo Co., maker of 


Mazda vehicles, expects to pro- 


duce 1.27 million cars in calen- | 
including 120,000 
knockdown sets. The projec- 
tion is а 6% increase оп 1982 


1983, 


and includes domestic sales es- 
timated at 420,000 units and 
overseas sales of 850,000. In 
Japan, the company expects its 
new :626 model, 


motoring magazine, to spur 
sales. The Hiroshima-based 
firm’s 1983 capital spending 
will be ‘about Y70 billion 
million), 
slightly from #75 billion in 
1982, Research and develop- 
ment ‘spending will be about 
3% of sales, <. ~MIKE THARP 


Bank of China will ` 


support coal project 

The Bank of China has con- 
firmed that it'will.give full sup- 
port to ће Occidental Petro- 
leum Corp, joint venture with 
the China National Coal Deve- 
lopment Corp. to develop the 
Antaibao coal mine at 
Pingshuo in-Shanxi province 
(Briefing, Review, Mar. 24) 


and thatit has agreed to pro- | 


vide funds "needed by. the 


Chinese partner, according toa 


| ing gold-futures trading, which 


recently | 
named car of the year in Japan | 
‚| and by-a leading United States 


sdown: 













Singapore has announced a 
new set of regulations govern- 




















‘has been plagued with unruly 
off-market trading since the 
Gold Exchange of Singapore 
was: established several years 
ago. The regulations were dis- 
closed in parliament on March 
18 by Deputy Prime Minister 








| Goh Keng Swee, who also said 


an investigation of 24 off-mar- 
ket gold traders had been com- 
pleted. The findings of the in- 
vestigation were not disclosed. 
The regulations establish an 
eight-member committee to 
run the exchange, with two 
members coming {тош the 
Monetary Authority of Singa- 
pore (MAS), the republic's 
quasi-central bank. Traders 
will be required to become 
members of the exchange, 
which now has 35 full and asso- 
| clate members, and their books 
will be subject to official au- 
ditors. The MAS assumed full 
authority over the market last 
October. — A CORRESPONDENT 


Komatsu a 
big Soviet deal 

Among the first major Japan- 
ese-Soviet transactions arising 
out. of the relaxation of the 
United States embargo. on 
energy-related equipment 
sales to the Soviet Union is an 
order for about 500 pipe-layers 
won by Komatsu and valued at 
some #50 billion (US$209. 8 
million). The deal was set up in 
Moscow in February by 
Komatsu executives who ac- 
companied the trade mission 
headed by the president of the 
Japan Chamber of Commerce, 
Se н & 
== HIKARU KERNS : 











The liquidity-short Development 

„ Bank of the Philippines (DBP) may 

"soon find it eas nurse its hordes 
ies back to life 

(REVIEW, Fe The Philippines 

Monetary Board is consic 

proposals to make t 

wholesale bank, g 

branch netwo: 

take corporate. 

"ОЁ credit ау 

- banking busin 

the ailing роу 


s, open letters 
H ot other 


institution a 
ow. Instead 


to maturity, ВГ 

to maintain its succ 

to generate funds for its 
development role. However, the 
shift would take several years to 
complete. 


SLEUTHS SLIP UP 

The decision to deny entry to 

Hongkong to Ali Kazak, head of the 

„ Australian branch of the ; 

- information service of the Palestine 

Liberation Organisation (PLO), is 
"ing Ч on over-eager sleuths 

? рон oh Fcb 


décision to bar Kazak was taken 
without referring to the British 
Foreign Office ee now seen as à 


BANGLADESH 

About 200 students гапа: politicians de- 
tained after student violence: in. February 
„меге released (Mar. 19). 


CHINA 
Three former Red Guard leaders were sen- 
` tenced to long prison terms, the Peking Daily 
reported (Mar. 17). China formally expressed 
. Opposition to proposals for talks on the Cam- 
bodia question among Asean, Vietnam and 
Laos (Mar. 21). : 
.HONGKONG 
-Singapore Prime Minister Lee Kuan Yew 
*. arrived for a private visit (Mar. 22). 


INDIA - 

2. 7 The army took over full control of Assam's 
асе capital, Gauhati, newsagencies re- 
por DA Sikh militant was killed in a gun 
"with police in-Amritsar, it was reported 

r. 16). Three bomb blasts occurred. in 
0,1 sorted (Mar. 19). Assamese 


strike to protest against 








blunder rather than a crude attempt F 


to deter the PLO from establishing 
an unofficial presence in 
Hongkong. 


NEW LIFE FOR DEAD WOOD 

A large number of China's 
demobilised soldiers and officers — 
who can neither be promoted nor 


| easily retired — are being inducted 


into the newly formed People's 
Armed Police Force (PAPF). This 
is seen as a convenient way of cutting 
out army dead wood as well as ` 
trimming the force's size. As the 
PAPF is responsible for garrison 


‘duties such as guarding government 


offices and vital installations — a 
task hitherto performed by the army 
— it would further reduce the army's 
formidable presence in Chinese 
cities. Significantly, the PAPF will 
be controlled by the Ministry of . 
Public Security and the local party 
committees rather thàn the People's 
Liberation Army. 


mpuchea coalition 
hich is not recognised by 
ustralia, mainly because it includes 
the Khmer Rouge — is scheduled 
to arrive in nearly April, He will. ча 


the first session of the newly elected state as- 


sembly, it was reported {Mar. 21). 
INDONESIA. © 


President Suharto named his new ‘cabinet 


(Mar. 16). 


JAPAN | | 

More than 1,000 people held a rally at the 
port of Sasebo to protest at the expected arri- 
val of the Атегісай nuclear-powered aircraft 
carrier Enterprise (Mar. 19). About 10,000 
people demonstrated in Sasebo as the Enter- 
prise arrived (Mar. 21). 


MALAYSIA 
The government proposed further changes 
to the controversial Societies Act (Mar. 16). 


PAKISTAN 
Seven people died in religious violence in 
Karachi, At was reported (Mar. 20). 


; PHILIPPINES 


Three senior officers of the Philippine Con- 


visit New Zealand. Although it is 
doubtful whether he will see Pri 
Minster Bob Hawke 


Den of Ma 
blamed oni 


Vietnamese troops re stringi 
barbed wire entangle 


‘| ditch-like barrier they hi 


vp paralel to the Thai-Càm 
order from Highway 5 to 





x жету the sprawling Nong um 
ee encampment. A igh f 
ай en mound already runs а 


What has yet Jeter 
whether the barrier is design 
keep Cambodians from reac 
border, to prevent resistance 
fighters striking into the interi 
to create a virtual no-man’s lan 





stabularj меге "packed for alleged кырг 
tices, it was reported (Mar. 16). EET 


SOUTH KOREA: 

A farmer. was sentenced to | death ат 
another to 15 years’ imprisonment for spy’ 
for North Korea (Mar. 16). Malaysia’s ruler 
the Yang di-Pertuan Agong, arrived or an of 
ficial visit (Mar. 22). ; 


THAILAND m 

| Malaysian and Thai aircraft bombed, com 
munist sanctuaries along the Thai-Malaysian - 
border in a joint operation, Thai sources said 
Parliament rejected proposals to: amend the 
constitution (Mar. 16). Air force commander- 
in-chief Air Chief Marshal Taklaew Su 
silavern and chief of staff of the Royal Тћа 
Fleet, Vice-Adm. Preecha Sanguansilpa 





tion on April 18 (Mar. 19). About 3,000 
people demonstrated in Bangkok against,th 
decision to dissolve parliament and. hold. a 
election м 21)... 








Bangkok: Short of direct military inter- 
ention.— which is doubtful under exist- 
ng- circumstances — Thailand is now 
Ocked'on a course which will return the 
ountry to full democracy next month for 
first time since 1976. In a humiliating 

feat for army commander-in-chief Gen. 









round him, а joint session of parliament 
n March 16 rejected two army-backed 
endments to the constitution which 
'uld have extended the current powers 
the appointed Senate and allowed mili- 
агу Officers and civil servants to hold 
inisterial posts. | 
In one way, however, it turned out to be 
ollow victory for lawmakers who had 
posed a continuation of transitional 
lauses in the constitution — all of which 
ill be automatically revoked'on April21, 
aid down when the charter was promul- 
gated under the Kriangsak Chomanan 
overnmentfouryearsago. . ^ 



































ree dissolved the House of Representa- 
ves: and set a snap general election for 
pril 18 — two months ahead of schedule 
nd, more important, three days before 
the provisional clauses lapse: 

This has had the effect of reversing the 
defeat of a third amendment which pre- 


ency individual-candidacy’ system of 
oting (used in Thailand's last elections in 
April 1979) instead of a new. formula 


ngle constituency with’ voters. casting 
heir ballots for a slate of candidates from 
each party. ; , 

‘King Bhumibol Adulyadej signed the 
decree after listening to advice from Prime 
Minister Prem Tinsulanond, who had dis- 
tanced himself from the constitutional de- 
bate all along because of his position‘at the 
‘head of a coalition government which in- 
cludes the Social Action and Democrat 
parties — the chief opponents of the 
amendments. 


consult his cabinet on the issue; but Social 
Action and Democrat leaders Kukrit 
;Pramoj and Pichai Rattakul refused to lay 
any blame on the retired army comman- 
and talked of the pre 
ndër from all sides. Kukrit, a former pre- 
ier. who has become: a Thai institution 
and who now finds himself once again in 
-the limelight he loves, would only remark 
“wryly: "People just won't accept defeat 

















з 


ence to the army and underlined the c 
viction held by many observers that while. 


42 





Barely three days after the parliamen- | 
ry showdown, an unexpected. royal de- 


bed adherence to the old multi-consti- -7 


nder which each province becomes a. 


Prem came under criticism for failing to 


ré he had been. 





éasily these days.” It was an obvious refer-- 






the бгаѕѕ тау have lost a battle, the war 
was far from over.» 

According to the text of the decree, the 
prime minister advised the king that dif- 
ferences of opinion over the new electoral 
system could lead to serious political con- 
flict and a subsequent deterioration in the 
country’s social and economic fabric. Al- 
though vague, the premier's argument did 
tend to reflect uncertainties over the out- 
come of an élection held along single-con- 
stituency lines. 

It is clear the smaller parties, including 
chief lobbyist Phol Roengprasertvit’s 
Siam Democracy group and Samak Sun- 
daravej's Prachakorn Thai Party, stood to 
lose ground under the new electoral set-up 
and were therefore prepared to go along 








































with the two other amendments. The 
major parties, on the other hand, ap- 
peared largely noncommittal.: ` 


S Action, for example, proposed a 
single counter-amendment that called 
for the retention of the old voting system. 
Deputy Premier Pramarn Adireksarn's 
Chart Thai group, the third partner in the 
government coalition, voted for the pack- 
age in its first two readings in the hope that 
army backers would agree to'a com | 
promise under which the party sought the 
slate candidature system within' divided 
constituencies. When that purely ‘self- 
Serving approach brought no résponse, 
Chart Thai swung in behind Social Action 
and the Democrats. y 

The failure of the amendments to 
achieve the required half of the votés from 










the Senate and the lower house in thé third 
` reading upset what many analysts are con- 
vinced was the cornerstone of the whole 






parliament’s decision will be loss of the Ѕе- 
















issue: an army blueprint to take the lead- 
ing role in political and.social. develop- 
ment in Thailand over the next four years 
and. perhaps beyond: Тһе гай legisla- 
tion, after passing the initial two readings 
with relative ease, fell 10 votesshortof the 
264 needed to negotiate the final legisla- 
tive hurdle, largely because of Chart 
Thai's reversal апа defections within the 
military-dominated Senate. 

In the end, it appeared to be motivated 
by principles rather than a response to 
any groundswell of popular opposition. 
Hunger strikes, small street demonstra- 
tions and the threat by опе MP.to commit 
suicide probably роѓ тоге publicity than 
they deserved, апа” there are serious 
doubts whether a highly controversial 
newspaper column written by Kukrit a day 
before the final vote had as significant an 
impact on the eventual outcome as some 
commentators believed. 

But the vote was fraught with irony and 
also raised questions over the interpreta- 
tion of the constitution. Bearing the nar- 
row margin in mind, it would appear Ar- 
thit made 2 serious. miscalculation in 
resigning from the Senate to demonstrate 
what he called his “pure. intentions” — 
even if he did continue to make public 
Statements in support of the amendments. 

It was a move which precipitated the 
resignations of 12 other officers from the 
upper house, including Bangkok-based 
Ist Division Commander Maj.-Gen. 
Pichit Kullavanich who, along with the as- 
sist hief of staff for opérations; 
Lieut-Gen. Chaovalit Yongchaiyuth, has 
been one of the most vocal advocates of 
the measures. : 

There was:also controversy over the 
outcome of the vote itself. The minimum 
264 ballots required to push the amend- 
ments through was based on the official 
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nate's right to take part in no-confidence 
debates or to sit in joint session with the 
elected lower house on anything but cere- 
monial matters. or.questions concerning 
the constitution or the monarchy — a situ- 
ation which will once again. bring the:full 
burden of national administration to bear 
on the fragile civilian political machinery. 

The government which emerges after 
the April 18 elections must stand alone as 
a result, but the haste: ich the poll 
is being organised allows little time for the 
major parties to gather enough support to 
guarantee any of them a majority in the 
new house. Another coalition is inevita- 
ble, as it would have been if the elections 
had gone ahead in June, and there appear 
to be few doubts that Prem. will return to 
head it — at least for part of the four-year 
term. 






i this sense the army has had its way, 
though in two unprecedented white 
papers issued at the height of the constitu- 
tional debate the opinion was expressed 
that all three amendments were.closely 
linked. Indeed, in what could be taken as a 
possible warning of things to соте, 
Chaovalit wrote in-the second document 
on March 9 that whatever the outcome of 
the vote, the army would persist in its cam- 
paign for what he called a full democratic 
system to expand the liberties of the popu- 
lation as a whole. 

It is Chaovalit, an astute 50-year-o old 
strategist with close advisory links to Prem 
and more recently to Arthit, who is widely 
believed to be behind a broadened- in- 
terpretation of a 1980 government policy 
guideline known as 66/2523, which placed 
politics before the use of force in battling 
communism. Under that thinking, the 
army sees the order, and a second more 


detailed directive issued in 1982, as justifi- | 


cation for its direct involvement in civilian 

politics, .. 
There is. a strong feeling in academic 
and other circles. that the.army, or. at least 
ofit, has made up its 












mind that as the country's major political 
force — something it has been for years 
but which it has never. fully utilised — it 
has a domina 

“There. is a 
Ana с ae bins 









minding the capture of the Khao 
trónghold' in northern : ай 
(REVIEW, May 8, "81) made it clear in pri- 
vate conversation, long before the con- 
stitutional amendments became an issue, 


that he felt his soldiers were in a better | 


position than civilian politicians to under- 
stand the aspirations of the rural popula- 
tion. As he pointed out in a recent inter- 
view: "If ме were dictators, we wouldn't 
speak our. mind as we. have been doing to 
reason things ош? 

One of the conundrums is whether the 
army is.merely.trying to consolidate its 
traditional hold оп power — an under- 
standable suspicion given its track record 
over the past 30 years — or whether.the 
1980s have. seen the emergence of a new 
breed of officer. genuinely committed to: 
the growth of democratic ideals.. 


- Ifthe latter is the case — and there are | 


many observers.prepared to accept. it in 
principle —- then the argument comes 
down to what the army's roleshould be, or 
whether it should:have:a role at all in fos- 
tering its still rather vague blueprint for fu- 
ture change. Chai-Anan's. view is that 
while the army has a certain ideology, it is 





‘pushing, it at the. expe е 


| think the problem 


„other things, made no provision for à 





| society, including political parti 





stitutions. ‘ 
“Political. parties,” he dr hé 
“are out of the equation... They 





monopolistic capitali 
to political panis 






.alive-and. well anions: sivii 
cans; But. supreme . commande 
Saiyud Kerdphol, who along with. 
Army regional commander, Lieut-C 
Harn Linanond — a classmate of Arthi 
andsignificant elements in the navy anda 
force formed an important anti-ame 
ment bloc, believes it is impossible for. 
military to build democracy even over 
period of 50 or 60 years. Although he. 
mits he once thought it feasible, Sai 
says. he. is now convinced it is self-c 
tradictory.simply because it is too m 
expect. Thai military men to construct. 
system under which they themselv 
would.submit to being governed... 72 
“As long as the.military sticks to its; 
fessionalism and is able.to keep.law.and 
order in the country, let the politician 
what they are doing," Saiyud said in 
terview with the. REVIEW last monti 
“They might collapse today and Бе ир 
morrow. Never mind, several count 
are going through just this." 
In none of their public pronouncem 
on the constitutional issue have army le 
ers addressed themselves to the. 
ance of political parties in: develo 
grassroots organisations that exist not 
at election time, but endure.as a re 
sive and uninterrupted line of. commi 
tion to the seat of power, ^. | ^. 
Instead, Аг шїп саар ‘has: d 
pend on what he terms “up; ma сары 
l 




















































land. “The Senate is an appoin 
which. can be made fully democra 
said in à revealing ТУ address in Janudt 
when.he announced his resignation fro 
the upper house. “In other. words, t 
nate will comprise people from all 
life in, a fair distribution. If tha 
саѕе, ће Senate. would in fact:be m 
democratic than the [elected] House 
Representatives." In a general electio 
he told: viewers 5 still difficult 
“genuine peop тезеп 
gain seats in the lower 
the clearest hint yet that Г 
view, political parties are indeed no 
of the equation. »., 
While the source. of his informatic re 
mains obscure, it is interesting that on 
„March 15 Kukrit, in his popular column in 
the respected Siam Rath daily, printed 
chart outlining a proposed administrative 
structure for Thailand. This, among 
















lower house. Instead, it proposed me 
a senate as a single legislature made up of 
members drawn. from all sectors 








| у 
; proposals to curb the activities of societies 


parliament by members of the Bar Coun- 
cil — the legislation was passed in April 
1981. The then home affairs minister, Tan 
Sri Ghazali Shafie, strongly defended the 
new law, particularly the categorisation of 
political societies. "What's wrong with 
calling. spade a spade?” he asked. 

_ The protests. continued, and the newly 
formed SCS gathered. 80, 1000 signatures 
for a petition. When the new government 
under Prime. Minister. Datuk Seri 
Mahathir Mohamad. took: officé їп July 
that year, the SCS's chances of success im- 
proved. Ghazali was removed to tlie 
Foreign Affairs Ministry, and the. repu- 
tedly more liberal Datuk Musa Hitam 
took over Ghazali’s portfolio. In March 


| Kuala Lumpur: The Malaysian cabinet 8 
third attempt in two years.to tighten legis- 
lation governing the country's various 
Societies has again run into strong opposi- 
tion. Representatives of the biggest of 

ysia's 30,000 societies — which range 
om: sports clubs and. Chinese guilds to 
benefit sptieties - — were lobbying 

































the (асе of the societies’ opposi- 
the withdrawal of a previous set of 
ецеѕ Act amendments in November 
the scrapping of the Tembeling Dam 
ject two. months later — were unlikely 
be repeated. 
e Societies (Antenidiént) Bill, tabl- 
d in the lower house: on: March 16, has 
hree main objectives. 
^ * Tosupersede earlier regulations requir- 
ing societies to register as either political or | |. 
on-political, a distinction that" deter- | 
mined their freedom to criticise ће. au- 
thorities. 
“To remove a requirement for societies 
seek prior approval of the registrar, a 
lome Ministry official, to affiliate with | 
reign groups. dd 
To stipulate the conditions under which 
е registrar or his staff can enter a socie- 





































P 
But the proposed legislation still left in- 
fact a number of highly controversial 
oints inserted into the original 1966 act 
о years ago. It immediately drew criti- 
ism from the Secretariat of the Confer- 
ence of Societies (SCS), an umbrella or- 
ganisation of 48 groups representing 
00,000 individuals, which declared itself 
isappointed with the bill and pledged to 
continue its efforts to change the law. 
* The Societies Act saga goes back. to 
March 1981, when the government intro- 
duced a set of restrictive amendments on 
_ the grounds that communist organisations 
were infiltrating some societies. The most 
drastic of the new rules was the one requir- 
jing every group to be classified as:either 
‘political or non-political, a move that ef- 
fectively barred all, except declared politi- 
‘cal. organisations, ‘from. ‘speaking out-on 
; public affairs. 
But the act also placed new limits. on 
overseas links and foreign funding; gave | 
‘the registrar sweeping. powers to search - 
and enter societies" offices; disqualified 
;; ex-political detainees or convicted crimi- | 
nals from holding office; denied societies 
the right to. challenge the registrar's deci- 
sions in the courts, and allowed the regis- . 
trär to remove office holders and: alter 
societies’ constitutions, | several of the restrictions previously im- 
Despite a storm of public protes : | posed only on the politicals. And the re- 
eluding an illegal demonstration outside | gistrar was given even wider powers == 
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Ghazali: "call a spade a spade.” 





1982, the tide definitely seemed to have 
turned. with the appointment as deputy 
minister in the Prime Minister's Depart- 
ment of Anwar Ibrahim, former leader of 
the Muslim youth movement, Abim, and 
the Societies Act's most vocal critic. 


process of consultation with the govern- 

ment began. In April lastyear, the SCS 
outlined its five main objections to the 
amended act in a memorandum to Musa, 
and in July the SCS met the minister. Four 
months later, the government's response 
came in the shape of a new set of amend- 
merits tabled in parliament. The new-mea- 
sures removed the SCS's biggest bugbear 
+= the regulation creating a category of 
political societies — but, according:to the 
SCS, they now extended to all societies 






















| first reading on November 4, but on De- 






















































. have been kepti 


amendmen were given their 











cember 7 they were suddenly withdrawn. 
Some analysts credited the government's 
retreat to the SCS campaign, though most 
put it down to the personal influence of 
Anwar, who was known to have taken his 
own objections {б {Һе bill straight to 
Mahathir. © 

Musa himself explained the unpre- 
cedented withdrawal by saying that the 
proposed amendments were “not in line 
with the government's liberal policy.” An 
entirely new. bill would go before the next 
parliamentary’ session, he said then. “It 
will be'a completely improved edition,” 
Musa explained, “to reflect the liberal at- 
titude of the governmen 
. The SCS: was hopeful, but came away 
from its second meeting with Musa in - 
January. sar with the impression that 
the new act would not be ready until Oc- 
tober. On March 9, the SCS even sent the 
Home Affairs Ministry à 23-point set of 
recommendations for the legislation. But 
two days later, Musa surprisingly an- 
nounced. that.the idea of à new act had 
been dropped and, instead, the govern- 
ment would shortly be tabling a third set of 
amendments. However, he stressed these 






| would incorporate the SCS's suggestions. 


The new list went before parliament 
within a week.:SCS chairman Kamarud- 


| din Nor’ said the secretariat was disap- 


pointed on two grounds; first, because the 
intended. new act һай been scrapped in 
favour of "a series of relatively. minor 
amendments” cand; secondly, because 
“the spirit of liberalism contained in the 
proposed bill is very weak." 

: The SCS still has four main grouses. 
The provisions of the new bill still denied 


. societies a right to challenge the registrar 


in court. His men could still enter.a socie- 
ty’s premises, without a search warrant, 
andhe could still, at any time, prohibit any 


| planned: or. existing links with - ‘foreign 


groups. : And: ex-detainees or prison in- 


mates would still be barred from holding 


office in societies: : : 

SCS members were cautious about what 
to do.next. “We have asked MPs to op- 
pose the new.amendments,” environmen- 
talist Gurmit Singh said, adding: “We still 
remain committed to anew act.” But time 
is running out. The second reading of the 
bill was due on March 24, and it was due to 
be voted on almost immediately afterthat, 
before going to the upper house for ratifi- 
cation; A second retreat by Musa was un- 
thinkable, Kamaruddin said. 

 Anwat's position in the recent chain of 
fast-moving events here has been difficult 
to gauge. А source who: spoke to him the 
day the amendments were tabled ‘said 
ith. their contents, 
but. analysts felt this. might be a way of 
saying his intervention in November was 
as much as he could do. It also was not 
clear how closely involved he had been in 
the drafting process; “Anwar might not 
ied of the details of 















what was happer 
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Dotted along these vac 
are resorts of an international 
standard. Rantau Abang, 
where giant leather-back 
turtles come ashore to nest 
between May and September. 
Tanjong Jara, Malaysia's 
newest resort,sited around a 
horse-shoe shaped lagoon. 
And Club Mediterranee, the 











fae. each ihe only resort of its kind in Asia. 
sandy of Malaysia's East and But if you wish to get away 
West Coasts. All running to the | from it all then visit our states 
edge of warm tropical seas. of Sabah and Sarawak where 
On the West Coast, not far the beaches are soft, golden 
from Kuala Lumpur is Port and unspoilt and where the 
- Dickson, where you could sunsets are without doubt 
— simply relax and collect a Some of the most enchanting 
| tan or sail, windsurf or in the world. 







water-Ski over the calm waters So why not experience them 
of the Malacca Straits. all by completing : 
The East Coast is blessed the coupon below. з 
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Each year, there are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers’ World Championship. This year's Motogard 
Rally in New Zealand was one. Thus it attracted and tested not only 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 


Toyota entered two new Celicas in the rugged 
Motogard Rally. After more than 2,220 km of fierce competition. 
Through day and night. Over paved highways, gravel roads, and icy 
forest paths... Only 31 out of a starting field of 64 cars were still 
running at the finish. Toyota's two Celicas were first and second! 


Not every entry in the Motogard stood a chance for 
overall victory, but of those that did, virtually all were “works” 
prepared and entered like Toyota's specially modified Celicas. But 
unlike any of the others, Toyota's new Celicas were making their 
official debut in World Championship Rally competition. 


' You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
long lasting performance are why Corolla is the world's best selling 
car. For winning performance you can count on, start by checking out 
all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 








In an extraordinary city, 
Mandarin International offers 





The Manila Mandanr 


For reservations at The Manila Mandarin please call: the nearest office of 
HRI. The Leading Hotels of the World, your travel agent, the hotel direct 
at 857811. telex 63756, any other Mandarin International hotel 


or any British Airways Office worldwide 


Hong Kong: The Mandarin. The Excelsior. The Royal Garden. Bangkok: The Oriental 
The Royal Orchid. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin (1984). Macau: The Excelsior (1984). Singapore: The Oriental (1985) 


I^ 


The Manila Mandarin 















Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address vour inquiries to:— 


Elaine Goodwin, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 








By V. G. Kulkarni | 
Peking: Commemora! 
of Karl Marx's death, С 
Party General Secret 
livered a major spee eh 15 at the 
. Great Най of the le. As expected, 
Hu's oration — running to more than 
10,000 words in glish translation — 
dwelt at length on the historical validity of 
Marxist theor its application to the 
Soviet and Ch volutions. Most of 
Ни кшт was taken up by his explana- 
nt brand of 

















the centenary 
se Communist 
Hu Yaobang de- 











u the successes of the 
mmunist movement, he 
nowledged its setbacks 
failures and its. turbulence 


hod: Mari dad. a great 
“deal to. say about relations be- 
tween coüntries, "and. -the 
Chinese have not shied away ` 
from quoting himin thepast: Hu * 
devoted only a few paragraphsto E 
Dong. various communist : 
‚ And significantly miss- 
were any enn to links 










por ance of its external relations for it is in 
seeking friends almost all over the 
world, irrespective of the socio-political 
systems of those countries. 
vU Peking’s. рете сопсегп is to: keep its 
: foreign policy on ап even keel so that 
domestic modernisation can „proceed 
apace. What is missing. from: current 
Chinese pronouncements on international 
issues is the sharp ideological edge of the 
Maoist era and a clearly defined world 
outlook in dialectical ог even traditional 
- Chinese terms —a phenomenon which re- 
-flects recent changes in Chinese society as 
эме as the extremely fluid international 
Situation which the superpowers cannot 
control as effectively as in the past. 

For the three decades. after.the com- 
munists came to power, Chinese foreign 
policy .had been defined in ideological 
terms after determining the principal con- 
tradiction, meaning the major enemy. Al- 
though theory and practice differed from 
time to time, giving way to tactical com- 
promises necessitated by the vagaries of 
the real world, the largely dialectical 
framework held good. By the early 1950s 
China was leaning to the socialist camp led 
by Moscow. 

As Sino-Soviet differences emerged in 
the late 1950s, Mao Zedong started to use 
the term intermediate zones which was 
formalised by 1964 in the official press. 
The theory then held that there were two 










TARFASTERN ECONIRC: BEAD a MABOR tony 





j went on: 





ће American and the. Soviet — | 











and two intermediate zones — the de- 
veloping world. апа Western .Europe, 
Canada, Japan, Australia and New Zea- 
land. By the mid-1970s Mao had evolved 
the Three Worlds theory, lumping the two 
superpowers into. the first world, Japan, 
Europe and Canada in the second with the 
developing countries in the third. . 
This Three Worlds. theory. held good 


until the end of 1977. Then after Deng 


Xiaoping’s re-emergence in 1978 — his 
third coming — China began emphasising 


openly that the Soviet Union was the pre- 
eminent threat and called for a united 


front against Moscow with the US as a 
main plank. 


B: in the 1980s China began reassert- 
ing its role as a Third World nation, a 
grouping to which it had largely paid lip- 


service. in the 1970s. Concurrently the 
the so-called. 


Chinese opposition. to 
hegemony of both superpowers started to 
figure prominently in official pronounce- 
ments. The current phraseology оп 
foreign policy is 5o devoid of militant 
ideology and so blarid that it.could come 
from any middle-sized, non-socialist, non- 
aligned country. 

For instance, the official weekly Beijing 
Review said in an editorial on January 24 
that China followed an independent po- 
licy of opposing hegemonism by any state 
and safeguarding peace. The. editorial 
“We formulate our foreign po- 
licy in light of China's specific conditions 
and in | the interests un world peace and 








































China's own national se 
not tag after any big 
powers.” s 

This is not to say that Peking d 
follow a set of principles. t 
policies or that world peace an 
national security. necessaril 
Even during the Maoist phase 
policies garbed in dialectical 
mainly suited Chinese inter 
also stresses the five principl 
coexistence. whic! 


Trade Agreement. on T 
April 1954, ironicall епо! 
during the height of th 
War and when Peking was | 
ing towards the Soviet. b 
“These. five principles. аге 50 
nocuous that they have 
common diplomatic parlance 
most Third World countries. 

Having joined the ranks of th 
Third World — both formal 
and in basic policy. postures 
China has been able t 
fences with East European co 
tries. and strength 
with many African and. Latin Ar 
countries. which’. had -for ‘long 
away from a distant Asi 
power. | 

; Thus, without abandoning the: ; 
can connection, since last year China. 
‘gone ahead with improving Si 
| relations. At the same time it has 
-other countries that overtures to. Mos 
are not directed against апу others, i 
ing the US, though it is quite clear th 
the strategic courtship with Washing 
blossomed, Peking would have beeni 
hurry to smile at Moscow. Although 
talks on Sino-Soviet normalisation wil 
evitably be drawn out, the pace at whic 
China is mending its fences with озсо 
allies. in. Eastern Europe: suggi th 
China is. serious about relaxing the ten 
sions with its northern neighbour, 

„Ап even-handed posture between. 1 
two superpowers has also helped C 
"image in the Third World. While Pe 
no longer has the ideological propensi 
nor the material wherewithal to. giv 
generous aid to select developing coun- 
tries it can at least strengthen ties with 
many Third World. nations which have 
Strong links. with either. Moscow - or 
Washington. The 11-nation African tour 
;by Prime Minister Zhao Ziyang and 

Foreign Minister Wu. Xuegian during 
December-January illustrated. the point 
Although the tour was not marked by ar 


















spectacular aid agreements, the € 
spread а lot of cheer among the: A: 
merely by.stressing their almo 






















































"China had mainly supported — 
long with the US — other guerilla groups 
during the Angolan war of liberation 
gainst Portuguese rule. hes 
Wu conceded in an interview with the 
REVIEW that after Angolan independence 
n 1975 “somehow a complicated situation 
merged at that time [meaning the Mos- 
ow links with the Angolan rulers] and the 
two countries did not recognise each other 
after that.” Years of patient negotiations 
“рай off in the mutual recognition on 
January 12. This approach is quite acon- 
rast — and probably a sign of maturity on 
«the part of the Chinese — to Zhou Enlai's 
Visit to Africa in the early 1960s when'he 


ent. 


the predominant liberation groups in 
amibia — Cuba, a Soviet ally, also backs 


‘most United Nations members which can- 
ot fail in the long run. Even inthe dispute 
ver the seating of Cambodia at the recent 
on-aligned summit in New Delhi, Peking 


ess to compromise. After unsuccessfully 
acking the entry of Prince Norodom 
anouk’s Coalition Government of 
Democratic Kampuchea, it then called on 
‘the movement not to be distracted by divi- 
ve issues — meaning Cambodia and Af- 
.ghanistan. Peking advocated that the 
movement should concentrate on larger 
trategic issues. E 
While it is convenient to 
monly accepted causes and make friends 
ith distant countries, Peking is finding 
that solving: vital problems: with: neigh- 
ours, even Marxist ones, is notthat easy. 
The Indochina situation is.a case in point. 
The Vietnam-Cambodia conflict.and the 
occupation of Cambodia by Vietnamese 
troops with massive Soviet backing in late 


backed Khmer Rouge regime, prompted 
the Chinese invasion of Vietnam in early 
1979. 

While China's action, described by 
Deng as “teaching a lesson to Vietnam,” 
“was couched in terms of revolutionary re- 
Ctitude, the point is not whether the action 
‚ was just. Of more.interest to the outside 
orid'is the fact that/China behaved like 
any other nation-state faced with acon 
in a proximate: area: igr 
cance. Now that. C joine 
mainstream of nation-states and no longer 
‘has its traditional inscrutability born out 
of a self-imposed. isolation and is shorn of 
its ideological enigma, its policies have be- 
come more predictable and hence easier 
for for other countries to deal with. And 
that is a healthy development. | 
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“had been backed to the hilt by Moscow: 


‘announced that "Africa was ripe for revo. 
lution,” raising the ire of many host ña- 
ions which had recently become indepen- 


ignificantly, the Chinese are backing | c 


these groups — а policy supported by“ 


howed a sense of maturity and willing- - 


support.com- - 


1978, plus the overthrow of the Chinese- . 









Peking: Of all China's external problems, 
none is more exasperating to Peking than 
the situation in Indochina, now domi- 
nated by Vietnam. The reasons are both 
historical and strategic. Memories die 
hard in China and Vietnam, which share 
similar, cultural traditions and have had 
long periods of both friendship and 
animosity dating Баск. centuries. Today, 
though neither side openly brings up his- 
tory’s rights and ‘wrongs when forging 
bilateral. policies,’ the ~ memories still 
rankle. — ^ | p NS 


* 


| 


West have: managed to maintain United 
Nations recognition of the Khmer Rouge 
tegime — later succeeded by the Coalition 
Government of Democratic Kampuchea 
| — 180,000 Vietnamese troops continue to 
keep the anti-Hanoi Cambodian coalition 
just inside Cambodia's border with Thai- 
land. | MT j 

But as the Cambodian military situation 


Asean material support, Peking turned to 
the Soviet Union — Vietnam's principal 
backer — for a solution to the imbroglio. 
At the first round of renewed Sino-Soviet 
consultations last October, Peking” put 
forward а five-point proposal calling in 
part for total withdrawal of Vietnamese 
troops from Cambodia and cessation of 
Soviet support for Hanoi's actions in Cam- 
bodia. For its part China agreed to under- 


jotake, along. with other. countties, a comi- 


mitment to refrain. from: interfering in 
Cambodia's internal affairs and called for 
‘free elections to: establish a neutral and 
non-aligned Cambodia. The Chinese also 
debunked an earlier Vietnamese offer of 
partial troop withdrawal in exchange for 
гап end to Chinese and other support to the 
anti-Hanoi guerillas in Cambodia and an 
»end to the alleged Chinese threat to Viet- 
nam. ; Ded 
“Chinese Foreign Minister Wu Xueqian. 













‘restated to the REVIEW Peking's position. : 





on the ground showed little sign of chang- | || 
ing despite considerable. Chinese and | 








‘economy "is.not merely on the brink of 


This was a counterpoint to the UN-spon- 









on the. normalisation of relations -with 
Vietnam. Wu said: “If they [the Vietnam- 
ese] cease their anti-China activities: and 
commit to withdraw their troops from 
Kampuchea, it would be possible for Sino- 
Vietnamese relations to be normalised 
very quickly." When it was pointed out > 
that the preconditions of both parties were 
mutually exclusive, Wu dismissed. the 
Vietnamese conditions as groundless and 
said they provided a pretext for Hanoi to 
continue its troop presence. ^I don't think 
Vietnam has sincere intentions of improv- 
ing Sino-Vietnamese relations," Wu de- 
clared. 


he Chinese continue to hold that if the 


С.й Soviets were to stop supporting Viet- 


nam, Hanoi would not be able to pursue its 
war in Cambodia because the Vietnamese 






Heng Samrin: a Hanoi ploy. 





collapse, it іѕ а collapsed economy,” as 


Wu put it. When it was persistently 
pointed out that Vietnam had not been 
bled dry despite decades of war, Wu 
showed signs of exasperation with the line 
of questioning — the.only time he seemed 
agitated in the 90-minute interview =- and 
said somewhat defiantly: “Then let the 
‘Vietnamese fight on. in. Kampuchea for 
another few years and letus see if they can 
sustain it." Su y oe 

So the Chinese seem. to be resigned to 
continue. their: less-than-successful. diplo- 
matic negotiations on Cambodia while the 
conflict drags on for years, as веет likely. 
For its part; Hanoi proposed early last 


‘year that regional negotiations, between 
- Indochina and Asean, be held to discuss 


the. security situation in Southeast Asia. 
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puchea, a forum obviously heavily weight- 
ed in favour of Democratic Kampuchea 
— a UN member. 

The regional meeting was turned down 
by Asean and denounced by China as a 
Hanoi ploy to legitimise the Heng Samrin 
regime in Phnom Penh. So at the recent 
non-aligned summit in New Delhi, Viet- 
nam and Laos agreed to talk to Asean 
without the presence of the Phnom Penh 
representatives. Vietnamese Foreign 
Minister Nguyen Co Thach told reporters 
on March 11 that the move was made at 
the behest of his Malaysian counterpart, 
Tan Sri Ghazali Shafie. Singapore and In- 
donesia seemed to think that the move 
was a positive development but Thach’s 
interest cooled once the idea became pub- 
lic. 

Even as Malaysian diplomats continued 
to believe in the possibility of holding talks 
with Vietnam, Prasong Soonsiri, secret- 
ary-general of the Thai National Security 
Council, did not appear enthusiastic over 
Hanoi's offer. The initial reaction from 
the Philippines also appeared to be nega- 
tive. As Thailand is the frontline state in 
the conflict, and Asean works on the prin- 
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Vietnamese troops in Cambodia: compounding the problem. 


ciple of consensus, the move may not go 
far. 


f Hanoi is trying to drive a wedge be- 

tween Asean and China, it appears to 
have failed, at least for the time being. Sig- 
nificantly, the Cambodian coalition criti- 
cised the offer of talks as a way of circum- 
venting UN resolutions, “ап old trick" of 
the Vietnamese. China also denounced 
Vietnam's proposal, saying “it does not in- 
dicate any sincerity" on Hanoi's part. 
However, the real achievement of Hanoi's 
move is that it elicited a favourable re- 
sponse from Singapore, the most vocal 
hard-liner on Indochina among the Asean 
members. 

Thus the stalemate over Cambodia is 
likely to last for some years, diplomatic 
observers in Peking suggest. The Sino- 
Soviet normalisation talks are also ex- 
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pected to be drawn out and, if Peking con- 
tinues to insist on linking those talks to an 
improvement in the Cambodia situation, 
Moscow may well drag its feet to buy time 
for Hanoi. 

Probably sensing the difficulty in this 
linkage, the Chinese have also opened up 
another channel in Bucharest to talk to the 
Vietnamese (REVIEW, Mar. 17). Al- 
though the REVIEW's dispatch on the 
Bucharest connection has encountered 
some scepticism in Western quarters, Pe- 
king has not officially denied it. It may be 
well to recall that even at the height of the 
Cold War, when China was heaping abuse 
on the imperialists, Peking was secretly 
negotiating, though unsuccessfully, with 
the United States in Warsaw. 

Whatever shape the eventual solution 
to the Cambodia problem takes, there is a 
possibility that even a nominally neutral 
Cambodian regime could turn out to be 
closer to Hanoi than to Peking. If Vietnam 
has managed to hold Indochina together 
in times of adversity — though with consi- 
derable Soviet help — it may well emerge 
as the pré-eminent power, if not the only 
one, in the peninsula once military hos- 





tilities have ended. It is also conceivable 
that Asean might prefer in the long run to 


have Indochina in the sphere of influence | 


of a smaller power like Hanoi, rather than 
the giant China, so long as US-Soviet 
rivalry does not continue to escalate in the 
region. 

In that event, though both Hanoi and 
Peking routinely forswear the concept of 
spheres of influence, Peking would be left 
in the position of sharing its clout in In- 
dochina with Hanoi. If Peking, with its 
history of treating Indochina and other 
contiguous areas in Southeast Asia as its 
backyard, can adjust to that new reality it 
would be a distinct departure for the mod- 
ern Middle Kingdom. This, more than 
anything else, could allay suspicions about 
China in the minds of some Asean coun- 
tries with large ethnic Chinese minorities. 

— V. G. KULKARNI 





Seeking a 
middle path 
between the 


superpowers 


Peking: In the aftermath of World War 
II, the United States and the Soviet 
Union, with their nuclear monopoly, were 
commonly called the Big Two. By the 
1960s China had popularised the term 
superpowers in the political lexicon of in- 
ternational propaganda, if not in diplo- 
macy. But those were the days of militant 
ideology a la Cultural Revolution, when 
China spewed strident invective on both 
superpowers. While the rhetoric — now 
more mellow — continues, China has 
since realised that its relations with the Big 
Two must be on the basis of national in- 
terest rather than long-term strategic al- 
liances or the application of dialectics to 
global politics. 

This realisation became particularly ap- 
parent early last year as Peking's relations 
with the administration of US President 
Ronald Reagan cooled, and China began 
to respond to Moscow's overtures. In 
early February 1982, top Chinese leaders 
reportedly held a meeting to review the 
country's foreign policy and decided to 
take the first steps to improve ties with 
Moscow. The timing was significant in 
that it was a year after Reagan had come 
to power, and there was still no progress 
on resolving the Taiwan problem. In- 
stead, the US had decided to continue 
arms sales to the Kuomintang regime, and 
Reagan's political advisers maintained 
their leader's campaign pledge to support 
Taiwan. 

While the Reagan administration's anti- 
Soviet stance was not unwelcome in Pe- 
king, it reflected the anti-communist hard 
line of the American Right — as much 
applicable to Washington's dealings with 
China as with its relations to Moscow. US 
leaders who still harped on the importance 
of a strategic relationship with China — 
Richard Nixon and Henry Kissinger, 
Jimmy Carter and Zbigniew Brzezinski — 
were now merely powers that had been. 

Consequently the Chinese leaders, who 
in the 1970s tirelessly called for a united 
front against the Soviet bear, ceased these 
appeals to visiting dignitaries. Although 
the Soviet and Vietnamese invasions of 
Afghanistan and Cambodia respectively 
continued to get tongue-lashings from Pe- 
king, the strategic consensus that China 
and the US had hoped to build came to no- 
thing. For the conservative governments 
of Western Europe, the China card turned 
out not to be an ace, but only a deuce. 

However, when the late Soviet presi- 
dent, Leonid Brezhnev, made his first open 
call on March 24, 1982 to improve state- 
to-state ties with China, it was met with 
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scepticism in the West because the Sino- 
Soviet rift was believed to be too wide to 
bridge. In order to avoid any belief in the 
West that Peking had made a volte face — 
which it had not — Chinese leaders put 
out several statements noting that there 
were three major obstacles to Sino-Soviet 
normalisation: the Soviet invasion of Af- 
ghanistan, the Soviet-backed Vietnamese 
military presence in Cambodia and the 
Sino-Soviet border dispute. 

At every stage of Sino-Soviet contact — 
official and unofficial — and right through 
the first round of Sino-Soviet consulta- 
tions in Peking last October to the second 
round in Moscow this month, the Chinese 
took care to make a distinction between 
possible normalisation of Sino-Soviet re- 


lations, which Peking sees as purely a | 


bilateral matter, and China's long-stand- 
ing opposition to hegemonism — a catch- 
word which currently pertains to both 
superpowers. While China denies that it is 
playing *a Soviet card," the deterioration 
of its American link has coincided with its 
efforts to mend fences with Moscow. The 
nature of China's problems with each 
superpower is different and there is no link- 
age between the two except in the overall 
strategic context. So Peking is trying to 
deal with them separately, seeking to keep 
as many diplomatic options open as possi- 
ble. 


n some areas of Sino-Soviet concern — 

for example, trade, cultural and scientific 
contacts — progress is visible (REVIEW, 
Mar. 24). So far all the open overtures 
have come from Moscow, but Peking has 
responded, albeit hesitantly. According to 
communist diplomatic sources, China has 
been held back in these secondary areas 
because it wants to gauge the progress on 
the Afghanistan, Cambodia and border is- 
sues in the bilateral consultations. 

For its part, Moscow is seeking a joint 
statement “оп the principles relating to 
the countries' relations," diplomatic jar- 
gon for the overall framework in which 
ties can be forged. Sources say that the 
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Chinese side is still not prepared for such a 
major step while larger problems remain 
unresolved. Thus even an atmospheric im- 
provement is bound to come more slowly 
than the Soviets would wish. 

Last month's visit to Peking by Alexan- 
der Bovin, a top commentator of the 
Soviet Government newspaper, /zvestia, 
who has direct access to politburo leaders, 
did help to brighten the mood somewhat. 
But Bovin's main task was to assess whe- 
ther Chinese moves towards normal ties 
were mainly tactical in nature — is the 
Soviet card to be played against setbacks 
in Sino-American ties or do the Chinese 
genuinely want to build a normal relation- 
ship with Moscow for its own sake? Bovin 
also asked foreign as well as Chinese 
analysts in Peking if the policies of 
Chinese strongman Deng Xiaoping will 
outlive the man himself. In May 1982, 
when Soviet Deputy Foreign Minister and 
top China expert Mikhail Kapitsa visited 
Peking on a similar mission, sources said, 
he thought Sino-Soviet normalisation 
would take five to 10 years. Analysts sur- 
mise that Bovin's view was more optimis- 
tic than Kapitsa's. 

While the Chinese and the Soviets size 
up each other's intentions, the two rounds 
of consultations in Peking and Moscow 
have been shrouded in secrecy. After the 
first round in October, Chinese spokes- 
men took pains to tell Americans that not 
much progress had been made. Chinese 
sources told the REVIEW merely that the 
atmosphere of the October talks was 
good, meaning basic differences re- 
mained. Most of the first round was taken 
up in talking about the talks or discussing 
the agenda. 

Initially the Soviets refused to discuss 
Afghanistan and Cambodia, maintaining 
they could talk only about bilateral issues. 
When the Chinese insisted that the two 
issues were matters of great concern to Pe- 
king, the Soviets reluctantly agreed to lis- 
ten. The Chinese put forward a five-point 
proposal on the Cambodia problem 
(REviEW, Mar. 3) which Peking made 








public after it had been passed on to Hanoi 
by the Soviets. Chinese Foreign Minister 
Wu Xuegian, in an interview, declined to 
divulge Soviet response to the proposal, 
maintaining the confidentiality of the 
negotiations. 

However, the Soviets are also aware 
that the Chinese have gradually shifted 
their emphasis on the three major issues. 
The prime Chinese concern now is the 
boundary dispute. The first open hint of 
this came last October when West Ger- 
man President Karl Carstens met Deng in 
Peking. Deng reportedly told Carstens 
that China “will not compromise" on its 
demand that the Soviets withdraw their 
troops from the Sino-Soviet and Sino- 
Mongolian borders. As for Cambodia and 
Afghanistan, Deng merely said China 
"opposed" the Soviet actions. 


үү" hindsight it can be said that China 
gave a similar signal in the summer of 
1981, a clue the Soviets could not have 
missed. In a Beijing Review article head- 
lined “The Crux of Sino-Soviet Boundary 
Question," China restated its long-held 
views. While including its routine criticism 
of the Soviet military threat as dem- 
onstrated in Afghanistan and Cambodia, 
the Sino-Soviet border issue received 
most emphasis in the article which ran for 
I0 pages. 

Stating that China did not demand the 
return of some 1.5 million kms of territory 
acquired by Tsarist Russia under treaties 
with Qing dynasty China, the article high- 
lighted the currently disputed areas in the 
Pamir mountain range in Soviet Central 
Asia along with islands in the Ussuri and 
Amur rivers. The article called for the dis- 
engagement of forces in these disputed 
areas and significantly did not seek a 
unilateral withdrawal of Soviet troops as 
had been sought before. 

China made yet another concession at 
the beginning of this year. An article in the 
official People's Daily on January 2 drop- 
ped an earlier stated precondition to nor- 
malisation that the Soviets acknowledge 
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ing, he said it would be а good develop- 
ment if the Soviets were to show such 
gns. It was learned that. at the Oc- 
tober round of talks, the. Chinese de- 
manded that the Soviets reduce their 
«troops to 1963 levels. 









reanwhile, the Soviets have been main- 
"Mtaining the position that there are no 
isputed areas — despite a 1964 agree- 
between. former. premiers Zhou 
nlai and Alexei Kosygin which acknow- 
реа the disputed areas — nor have they 
inded to the Chinese call for troop re- 
tions. Obviously both sides have taken 
eliminary negotiating positions, and 
atic analysts in Peking do not rule 

the possibility of some compromise on 









a few rounds of negotiations. ` 


ledgment of the unequal treaties 

a risky business forthe Soviets in view of 
Tsarist expansion in other parts of Central 
a. With that requirement eliminated 
nd barring other international complica- 
ons, the boundary dispute is solvable ina 




































mat. ! GT : 
the Sino-Soviet normalisation 
oves proceed at a snail's pace, US dip- 
mats — many of whom last year refused . 


ent — are watching the situation warily. 
fficialy the US State Department's 
d is that a reduction of tensions be- 
een the two communist giants is a 
y development in that it could make 
hina more secure and stable, arid thus a 
ore reliable country to deal with. As one 
e Department specialist put it: "We 
eal with China as an entity in itself; 
concentrating on bilateral.ties without 
worrying about shifts in global geopolitics 
hich. do not happen dramatically any 
Ore, given the complexity of a multi- 
polar world." However, many top-level 
. Reagan political appointees апа confid- 
ants from the pro-Taiwan Right remain 
; deeply suspicious of all communist powers 


"rapprochement. This strengthens the 
"Rights support of Taiwan and compli- 
cates the handling of US policies towards 
China, 

_._ The downturn in Sino-American ties — 
с despite valiant attempts to bolster the 


of state Alexander Haig —emanates from 
the clout of rightwingers in the US Con- 


tedly, the Chinese are not very adept at 


* making process in. Washington, involving 
the. White House, Reagans political 
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| US link, is treated by С 


ple of years," said one knowledgeable 


' accept the possibility of such a develop- | 


and are probably resigned to a Sino-Soviet | 


_ China connection by former US secretary 


gress and in the White House. Admit- 


_ following the complex maze of the policy- 





cronies, several departments of thé execu- . 
. tive branch, congress and the formidable | 
American press, which has generally been 


амап, the major 
hina as : 
issue, though it. is willing to. consult 
Washington on the matter because;.as the 
Chinese say, it is a problem "left over.by 
history.” For the same reason, Taiwan has 
Бесоте a problem of domestic debate. in 
the. US. Even the Sino-US Shanghai Com- 
munique of 1972, once hailed as a major 
breakthrough in Sino-American relations, 
was one of the most ambiguous docu- 
ments in modern diplomatic history. In 
their eagerness to forge’ a strategic 
partnership, both parties agreed to disag- 
ree on Taiwan ‘and. hoped time would 
solve the problem. | 

But time and Reagan have dashed those 
hopes. Ten years later, оп August 17, 
1982, another joint communique — dub- 
bed Shanghai II — wasissued, also leaving 
loopholes which the US has been exploit- 
ing to sell arms to Taiwan. 

Despite Shanghai II, Sino-US ties had 


reached such a low ebb by last October 


that then foreign minister Huang Hua said 
of the diplomatic climate: “Loud thunder 
but little rain." Showing China's ire, he 
asked: *Does the US Government regard 
China аз а friend or an adversary?"- 

That China was being treated as less 





No Sovie 


Peking: Chinese Foreign Minister Wu 
Xueqian, in the first interview granted to a 
foreign publication since he assumed of- 
fice last November, discussed a wide 
range of foreign-policy issues during a 90- 
minute meeting with REVIEW assistant fe- 
gional editor. V. G. Kulkarni on March 2. 
Excerpts: ~ i 





At the second round of Sino-Soviet con- 
sultations which are under way in Mos- 
cow, if the Soviets were to agree to pull 
back some. troops. from the Sino-Soviet 


; and the Sino-Mongolian borders, would 


you consider the move beneficial? 

This. is a hypothetical question and во 
far I have not seen any indication on the 
part of the Soviet Union to withdraw its 
troops from these areas. 


Unlike the Afghanistan-and Cambodia 


problems, the disputed Sino-Soviet bor- 


der is strictly a bilateral issue. According 


to some Chinese statements the disputed: 


areas are small. If the Soviets were amena- 


ble to minor adjustments of the border —: 
without bringing in the unequal treaties: 
made between Qing dynasty China and. 
| Tsarist Russia — would China 


favourably? 
The boundary talks started in.1 














respond 


69 апа: 


l nd | troops from the Sino-Mongolian border 
lasted until 1978. In these nine long years 


"and drastically reduces the troops: 





 ministration, in Contrast with its pri 


sor, treated Peking as a commun 
rather than as а potential al ес 
port of sophisticated technology requires 






jevetting. by several bureaucratic: organs, 


and as there аге so many grey areas as to 
what constitutes technology having a mili- 
tary application, any middle-level official 







-could delay, if not veto, a particular deal. 







Even the sale of computers funded by the 
United Nations for use in the Chinese cen- 
sus last year was-held up because some 
Pentagon officials ‘maintained that China 






















| could use the hardware to 









mtinue that policy, he 

miunist bias of the 

hawks. “The Reaganites want exchange of 
military delegations so that the US can 
learn more about: China's armed forces, 





















“but they don't want to sell sophisticated 


arms [to China]," ‘commented an East 
European diplomat in Peking. 

"Talks on military exchanges continüed 
after Haig's China trip in mid-1981, but 
made little headway because of US arms 
sales to Taiwan. Still the Chinese expected 

















.to buy or co-produce sóme defensive 


INTERVIEW/FOREIGN MINISTER WU XUEQIAN 





-no progress was made. The Soviet Union 


has not admitted that there are disputed 


_ areas and these actually do exist . . ; and 


these areas are outside the limits defined 
under the unequal treaties. 


If the Soviets were to propose that in the 
northeastern sector the Sino-Soviet bor- 
der should run along the median line of 
the Ussuri river, would that be acceptable 
to you? | 
The. first. question is. that the Soviet 
Union does not recognise that there are 
disputed areas, and an even bigger ques- 
tionisthat at present the Soviet Union has 
stationed a massive number of troops 
along the Sino-Soviet border, far exceed- 


dng the strength. during [Nikita] Khrus- 


chev's time. And during that time there 
were no Soviet troops along the Sino- 
Mongolian border. The presencé of Soviet 
troops in these areas constitutes a big 
threat to China. So we should solve this 
question first. с изу уы oe 








-But if the Soviets were to reduce their 


troop levels to those of the Khruschev era, 
or say to the 1963 level, would that be a 


If the Soviet Union does withdraw its 










y 
tween Shultz and Ch i 

"ter Zhang Aiping, "dt was not be- 
lieved to have been on the original 
agenda. The talks seemed to have been 
unproductive, leading’ Premier Zhao 
Ziyang to tell A can reporters that 
there were no Ch mihtary ties with 
the US. 












ut after Shultz eun to th US, offi- 






press of possible 
signed weapons in 
the REVIEW to co 






cussing such plans w i 

Shultz’ meeting with Zhang.. But when 
theysaw no progress on Taiwan and other 
issues, they must have-decided to call off 
orat least shelve such.projects. 

“If such weapons are on the top of 
China's shopping list; the: Chinese can 
‘easily buy them from "Western: Europe, . 
particularly France. and Britain who are 
eager [to sell]. If there is no. progress on 
Taiwan, the Chinese can'either wait for 
better times or buy them elsewhere," said 
a diplomatic source in Peking, The recent 
US reports could merely reflect wishful 
thinking on the part ofthe arms. manufac- 





the Sino-Soviet border; 
be a good sign, but so Mir there is no such 
sign. 


According to CIA reports, the Soviets 
have recently built yet another, the 12th, 
S820 missile site in Siberia. In addition, at 
.the Geneva disarmament talks, they have 
` offered to: move some 55205 from the 
Е ean theatre to Soviet Asia. What is 
your reaction to this? 
Actually,.disarmament is a matter of 
universal concern, and we are in favour of 
genuine disarmament. We hold that the 
two superpowers should drastically. re- 
duce their nuclear arms. If the SS20s are 
moved from Western. Europe to the Far 
East, it will not reduce the threat posed to 
Western Europe, but at the same time it 
will increase the threat to the Far East. We 
hold that the nuclear arms to be reduced 
should be destroyed rather than moved to 
other parts. What does the Soviet Union 
really mean by moving the SS20s to the 
Far East? Isn't that a contradiction? This 
has already caused uneasy feelings in 
Japan.and Southeast Asian countries. 





Xinhua newsagency commentaries have 
stressed that China will judge the United 
States by its deeds and not by words alone 
over Taiwan, Does this mean the US will 
have to seek the prior concurrence of Pe- 
king on the quantity and quality of US 
arms.sales to Taiwan and a specific date 
for ending US defence ties with Taipei? 

И has been China's consistent position 
that the US should strictly abide by the 
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the Chinese told the Americans that-they 
saw no point in the much-publicised visit 
of US Defence Secretary Caspar Wein- 
berger, «scheduled for mid-year. 
Washington has since leaked the news to 
Taiwan’s press that plans for Wein- 


berger’s visit had been shelved: Peking 
has also put off the visit by a high-level. 


Chinese ‘military delegation (оће US. 
Zhao, who had accepted Reagan’s invita- 
tion — delivered by Shultz — to visit the 
US, also said recently that he may not be 
going to Washington this year. 

Another continuing sore point is US ap- 
prehension over China’s alleged supplies 
of nuclear technology to countries such as 
Pakistan and Argentina, which have their 
own ambitions to join the nuclear club. 
The Americans wanted to put this item ón 
the Shultz agenda, but the Chinese are 
known to have flatly refused to oblige. Wu 
told the REVIEW that in his three sessions 
of talks with Shultz this matter was not 
brought up. Knowledgeable sources said 
that the matter had been raised by US 
Ambassador. Arthur Hummel with then 
vice-foreign minister Zhang Wenjin, who 
is now ambassador to Washington. With- 
out denying China’s nuclear cooperation 
with these countries, Wu denounced the 
nuclear Ма of the pd addi in 


principles embodied in | the joint com- 


munique establishing diplomatic relations 


between. China and the US, and in the 
joint communique issued on August 17, 

The commitment’ under: the. two 
communiques includes the sentence: “The 
two ‘sides will maintain consultations on 
bilateral as well as international issues of 
common concern.” 





But you treat matters concerning Taiwan 
as domestic Chinese issues. 

The US policy of selling arms to Tai- 
wan is an encroachment on China's 
sovereignty and that is why we are against 
it. Considering that this is an issue left 
over by history, we will give the US some 
time so that есап gradually reduce its 
arms. sales to. Taiwan, leading over a 
period of time to the final cessation of such 
sales. 


The administration of US President 


Ronald Reagan is not keen on transferring 


sophisticated and militarily sensitive | 


technology to China because it is a com- 


munist power. Would China be satisfied’ 


with the same level of technology the US 
sells to non-aligned countries like Yugos- 
lávia and India? 

We mainly rely on ourselves in develop- 
ing science and technology, including mili- 
tary technology. At the same time we also 


import some necessary advanced technol. 


ogy. At present the US is exercising some 
discriminative — unfair and unreasonable 
—— restrictions: on.China with regard to 
technology transfer. This US policy isun- 








ус соореганоп had been put on ice; 


; ports. Although US textile protectio 


. goods and its: sources for some sop 





, clear non-proliferation treaty [NPT] but. 


. Republic of China is entitled to Join tli 











ply cannot а the US. position 
the issue, or they.are refusing to un 
stand it in an effort to squeeze.as 
possible from the Americans inn 
tions. The Chinese argue that: Si 
trade is in favour of the latter and’ 
US is unreasonably limiting Chine: 











applies to many other developing col 
tries and isin part a productof the cu 
recession; the Chinese are pushing 
ensure a better deal for themselve 
future — if not immediate 
sumed negotiations will fore 
compromise on the textiles 1651 
vers feel it willnot be resolved 
satisfaction fór many years: 
Apart "from" diminishing the . 
threat and retaining thel | 
of building bridges with the Sovi 
the main reason for the latest. го 
Sino-Soviet consultations:could lie in 
lack of US willingness to help the mode! 
nisation of China's economy. In 











































China's export. -markets for. » 


cated technology. The. Soviet ор 
through. China's eyes, could thus balanc 
the American link without much adi 
ideology or strategic relationships i 
global context. _ — V. G. KULK 





























popular both with the Chinese peo f 
the American people: ' 


The US has expressed appre! 

Chinese aid to the nacien p pro 
Pakistan and. Argentina, both 
are known to Ве dev 
capabilities. Did US Secretary. of 


I had.three sessions of talks. with hi 
and at the three sessions we did not cov: 
this question. China is critical of the. 


this does not mean that it encourages pri 
liferation. China | opposes · nucle: 
monopoly by one or two. countries an 
also opposes their efforts to increase the: 
own nuclear armaments dase 

of the NPT. di 5 


Соны youcomment on reports of] 85 

ction: China of US-desig 
This, categorically put, 
groundless. 


Would China join the Asian Development 
Bank (ADB).while Taiwan, a foundi 
member of the bank, is still a part of it? 

Only the government of the People 


ADB as the. representative of Chiti 
China now has the qualifications require 
to be a member of the ADB. The Taiw: 
authorities are totally unqualifie 
be a member of the ADB. The Chines 
Government has officially notified 





The main obstacle to nonnalitátion lies 
n the fact that the Vietnamese authorities 
ave all along pursued an anti-China po- 
licy and have sent troops to invade Қат» 
chea [Cambodia]. If they:cease their. 
nti-China activities and commit [them- 
elves] to withdrawing their troops from 
‘Kampuchea, it would be possible for Sino- 
‘Vietnamese relations to be normalised 
very quickly. 































"Hanoi says it will not complete its troop 
withdrawal from Cambodia until the 
hinese threat ceases, and China says it 
will not talk of normalisation until Viet- 
am commits itself to a -complete 
pullback. How can both these conditions 
met at the same time? 

"The conditions put forward by Vietnam 
re groundless because we do not have. a 
ngle soldier stationed in Vietnam, while 
lanoi: has a large number of troops in 
puchea. By putting forward this con- 
ition, the. Vietnamese just want (о соп- 
ue their troop presence in Kampuchea. 
t the recent summit of the three In- 
ochinese countries they vilified China. I 
on't think Vietnam has sincere intentions 
f improving Sino-Vietnamese relations. 


Has the Cambodia question figured in the 
o-Soviet consultations? . 

t was covered, but I cannot say any 
е about the specifics. 


the Soviets help in influencing Viet- 
to reach a settlement on Cambodia?: 
_ Ifthe Soviet Union ceases its support of 
tnam; it will be impossible for Vietnam 
ustain its war in Kampuchea. The Viet- 
amese economy is in very bad shape. Itis 
ot merely on the brink of collapse, it isa 
ollapsed economy. 


'arious American administrations have 
ied to bring Vietnam to its knees but it is 
such a stubborn country that it has with- 
ооа all these external pressures. Do you 
think even if the Soviets were to withdraw 
their support, the Vietnamese would 
bend? 
Then let the Vietnamese fight on in 
Kampuchea for another few years and let 
us see if they can sustain it — by now they 
have already launched five dry-season d 
fensives. 


China's ties with Asean members have im- 
proved. considerably but: suspicions still 
persist. — especially in Indonesia and 
Malaysia — about Peking's intentions. 
Will Chína openly forswear both material 
‘and moral support to: communist move- 
ments in Asean to allay those suspicions? г 
<- We only maintain ‘political and moral 

relations with communist parties in South- 
‘east Asian countries. It has been our con- 
stant position that revolution cannot and” 











internal affairs. 











untry, it is aii IT 
that country. We do not interfere i in their 





; Fine, but just yesterday President Suharto 


said that Indonesia will not normalise ties 


“with China as long as Peking supports 


communist insurgencies. Is there any pos- 
sibility of China renouncing such support? 
. First of all, President Suharto has mis- 
understood China, if not distorted, the 
facts, We had no knowledge at all [of the 
coup in Indonesia] before September 30, 
1965 ..... It was a conflict between [army 
chief] Nasution and [president] Sukarno 
. The. Indonesian Communist. Pakrty 
[PKI] was on Sukarno's side and later on 
there was conflict between. Nasution and 


the PKI, We came to know about [these 


Wu: good atmosphere, poor progress. 


events] only afterwards. In Indonesia 


j there is some mistaken public opinion that 


China manipulated behind the scenes. It is 
a totally groundless accusation. Secorid, 
isn't the Chinese Communist Party enti- 
tled to give moral and political support to 


communist parties in these countries? = 


The Southeast Asians say no. 


Take the Muslim religion, for example. 
Muslims in different countries give religi- 


ous support to each other. Social Democ-" 


rats also have their international organisa- 
tion. 


The late premier Zhou Enlai also made 
: the same. argument to a visiting Malaysian 


delegation in 1973. 
Chairman Mao also said the same.thing.” 


But the Southeast Asians are not happy 


about it. 
We know that. At present China main- 


| tains: very. good relations with Thailand: 
and: there is à communist party in b uar a 
Лапа. 








по other way out except this one, 


o you think e Vieinaniese support- : 
ing the Thai communists? 

The Vietnamese may come up with any 
trick in order to serve their own interests, I 
don’t know whether they are giving sup- 
port to the Thai communists or not. 








How does China view the hawkish stance 
of Japanese Prime Minister Yasuhiro 
Nakasone? Do you approve of Tokyo's 
policy of defending the sea lanes up to 
1,000 miles from its shores? 

As a sovereign, independent country 
Japan 15 entitled to. certain: defence 
capabilities to cope with external aggres- 
sion or the threat of it. But such capability 
should be defensive in nature and [should 
not] constitute a threat to friendly neigh- 
bouring countries. Similarly, if Japan in- 


creases its maritime defence capability it 


should not [be of such an order as to] in- 
fringe on the sovereignty of its neigh- 
bours. The present Japanese Government 
should. remember. the , historical. lessons 
and not repeat the past mistakes, 


In the interests of stability on the Korean 
peninsula, would China. recognise Seoul if 
Washington were to recognise Pyong- 
yang? 

We are. against cross-recognition, which 
was put forward by the US and probably 
some other countries. The Chinese people 
firmly support the Korean people in their 
struggle for independence and peaceful 
reunification, and [North Korean] Presi- 
dent Kim Il Sung's proposals for the estab- 
lishment of [a] Democratic Confederate 
Republic of Koryo. The reunification 
should be realised free from external in- 
terference. To realise that, the US should 
first withdraw its troops completely from 
South Korea: 


Do you support efforts by United Nations 
special envoy Diego Cordovez to solve the 
Afghan problem? | 

The purpose of Cordivex? ‘shuttle diplo- 
macy is to seek a political settlement and 
we are in favour of that. However, any 
such settlement should. adhere to the re- 
levant UN resolutions. And the crucial 
point is the Soviet troop withdrawal from 
Afghanistan. So far, 1 have not seen any 
signs of'a possible Soviet troop with- 
drawal. 


Why has the progress been slow in the 
Sino-Indian border negotiations? 

' Although no substantive progress has 
been made during the talks on the Sino-In- 
dian boundary issue, the atmosphere has; 
however, been good, ‘China holds that 
both China and ‘India should set store by 
Sino-Indian friendship and proceed from 


. the actual conditions — the realities — 
' and seek a just, reasonable and com- 
- prehensive settlement in a spirit of mutual 


understanding. and ~ accommodation 
through peaceful consultations, There is 
a 











Good financial strateg y 
demands a bank 
that is well positioned. 


International business has dramatically shifted 
to greater and greater interdependence among 
all countries. Creating both opportunities and new challenges. 


Fuji Bank, through its ever expanding international network, i 
is more than able to assist you with strategically located branches, Independence Mglfument in Mexico City 
agencies, representative offices, subsidiaries and affiliates throughout | рК н н ыы 
the financial capitals of the world with assets of more than —— = 
87 billion U.S. dollars. 
Talk to our international staff. They're well prepared 
to offer you diversified financial services and 
the latest information on ever changing world markets. 
Fuji Bank. You can count on us. 


A FUJI BANK 


ми Токуо, Јарап 


Fuji Bank's Overseas Network 

Hong Kong · Singapore - Seoul - Jakarta - Manila - Bangkok - Kuala Lumpur · Beijing - Sydney 
Melbourne - New York · Chicago · Los Angeles Houston Seattle - San Francisco · Toronto 
Mexico : Sao Paulo : Bahrain: Tehran: London: Düsseldorf Zurich Luxembourg · Paris Madrid 
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Foreign exchange operations in Fuji Bank's Singapore Branch 





When we introduced our First E ıs 
we'd made it too big. We were mis! 





After only two months, we found out it was too small. We had totally 
underestimated the attractive combination of next-to-First Class comfort 
and service, all at the Economy Class fare. And not to forget our 
non-stop service Bangkok-Copenhagen with good connections to most 
of northern Europe. 

We are therefore happy to inform you that we have now alloted more 
space and another 22 seats but not at the expense of comfort or service. 


iess Class section we were afraid 
ken. 





You’re seated in a spacious, restful, private cabin. There are only 
eight seats across in our 747s. 

The legroom is increased by more than 10 cms. You dine on china with 
a choice of entrees. 


The only thing that is definitely not First Class 
is the fare. It’s all yours for the Economy price. 
No surcharge whatsoever. P 
First Business Class. 


EUROPE NONSTOP FROM BANGKOK. ONE STOP FROM SINGAPORE 


RSD039C 


“I refuse to go to 
Sydney unless I can stay at 
The Regent." 


In the heart of Sydney, overlooking 
the Opera House, stands The 
Regent. 

The bedrooms are the most spacious 
in downtown Sydney. Most of them 
have harbour views, and their bath- 
rooms surround you with marble. 
Of the many restaurants that adorn 
it, you may choose anything from 
nouvelle cuisine and the freshest 
Australian seafood to the best 
hamburgers in town. 

This hotel boasts an outdoor pool 
perched high above the harbour. 
Its meeting and conference facilities 
include Sydney's finest ballroom. 
And the services offered to guests 
rival the world's greatest hotels. 

It is the only hotel of its kind in 
Sydney. 

А hotel for perfectionists. 

A Regent. 


the 


A REGENT®INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. SYDNEY. MELBOURNE 
HAWAII. ALBUQUERQUE. NEW YORK 
CHICAGO. PUERTO RICO. MONTREAL 





SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 






ded to be) a recite) reaction 
ision by the Singapore au- 
t to renew the visa of our 
"bureau. chief there, Patrick 
described the action as falling 
the standards of intelligence and 
ашу. еді characterise Singa- 


















that bend. 
squabbling over any 
they may have had about his copy. 
@ SINCE then, however, the Singapore 
authorities have broken this gentlemen’s 
agreement. At the end of February, Sec- 
ond Deputy Prime Minister S. Rajarat- 
,;nam, ina meeting with a group of foreign 
correspondents, specified a couple of 
. Smith's articles, one of which was pub- 
“lished over a year ago. He alleged that in 
„опе case Smith had accused Singapore of 
“using arrests of dissidents to discredit the 
ition. Smith denied this. The re- 
passage certainly ascribes such a 
of Singapore’s actions to “many in 
opposition.” When Smith pointed 
Г t, Rajaratnam rejoined: “ат а 
К journalist. I know all the tricks." 
ndly, he complained that another 

ith. report on the release of dissidents 
^ iled to describe them as com- 
-] munists or pro-communists, In fact, the 

, article in question noted that they had 

been charged with communist or pro- 

e unist activities and identified them 
. as members of the Barisan Sosialis. 

Rajaratnam then exploited the dig- 
nified restraint we had attempted to 
maintain by alleging that our protest 
against Smith's expulsion amounted 
only to “а mild censure. 






















‘Singapore is evidently unimpressed by: 


people who stick to their word. More te- 
cently in parliament, Minister for 
Foreign Affairs and Culture S. 
Dhanabalan further defended the action 
against Smith. He said that Singapore 
was not prepared to allow the kind of 
free expression of ideas obtaining in 
other countries: “We in Singapore are 
not prepared to allow a situation similar 
to that in other countries where there is 
complete press license." He added 
gratuitously that Smith had written arti- 
cles on “sensitive” issues of which he 
` “knew nothing.” 

The REVIEW still intends to stick to its 
side of the bargain, remarking only that 
both Rajaratnam's and Dhanabalan's 
smears are unfounded and that Smith's 
coverage of Singapore affairs stands on 
^ its own merits. 

се IF my experience on a recent visit to 
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and d efficiet promoted by the installa- 
tion of a more modern telephone sys- 


tem. One morning I remembered E had ` 


to reconfirm my return flight to Hong- 
kong. Fearing the worst, since the tele- 
phone in the hotel room had provided 
only intermittent, communication with 
the outside world, 1 started dialling the 
airline. After half a dozen attempts, in- 
volving two wrong numbers and four en- 
gaged signals, I reached the operator, 
and was advised to ring the airline's of- 
fice at the airport. Perhaps a dozen calls 
later, the man at the airport told me to 
ring the original number (where the 
computer was available), since he would 
only accept reconfirmations on ibe ac- 
tual day of the flight. 

At this stage I started keeping a i count 
of the calls I made myself and of those 
which, with mounting frustration, I 


asked the hotel's operator to make for. 


me. I met with 18engaged signals, 14.0c- 
casions when- І could hear it ringing at 
the other end but there was no reply, and 
five completed calls to wrong numbers. 

On three occasions I actually got 
through to the airline. On the first two I 
was told to hold ori and did so for five.or 
10 minutes without further response, Fi- 
nally, I reached the elusive department, 
gave them my name and hotel and got 


.the booking reconfirmed. Then, for 


some reason, they demanded to know 
the hotel's telephone number (it was one 
of the capital's best-known hostelries). 

Puzzled, I asked them to hold on while I 
reached · ‘for some hotel stationery, 
picked up the phone and found that the 
call had been cut off. I decided to leave it 
at that, rather than begin the whole pro- 


cess again, nearly two-and-a-half hours 


having elapsed. 

It would have been quicker and 
cheaper to take a taxi to the airline of- 
fice, or to have done what Delhi's deni- 
zens do themselves — paid a peon to run 


the errand for те (thus. are pos 


created). 
e 1 ALSO ran foul of that other i insu- 
perable barrier to progress in India, the 
bureaucracy. Many: varieties of forms — 
from hotel receipts to lists of the cameras 
and watches carried by the. tourist — 
proliferate, in triplicate at least. Travel- 
lers’ cheques can only be changed by the 
hotel at which one is staying. 

Much has been written on India's diet- 
ary taboos and on its ridiculous "dry 
days" (when hotel guests cannot buy.a 
drink at the bar but can order one to be 
delivered by room service). As with pro- 
hibition in the United States, otherwise 
respectable citizens éxpend much time 
and energy obtaining booze somehow, 
the rich buying imported scotch апа the 
poor drinking themselves blind or dead 
with illegal distillations. 

While I was there, the REVIEW bureau 
decided to throw a small party for a few 


| consumed separately) and, if the appli- 
| drink. It would have been 


‚Мез Delhi airport (itself а  depressin 





, security are needed, India turns 





cence from the exis authorities. T 
form .— ап application for an L-20 
cence — required the name, addre and 
telephone number of the applicant; wh 
ther he was an individual, a priva 
mited company or a govern 
cern, whether he was paying incom: 

sales tax or wealth tax, the exact loca 
of the proposed party, its pu 
duration (with approximate timings 
the date, the number of people. pa 
ticipating, whether the gathering would 
include any foreigners (if so, the approx- 
imate number), whether any printed in- 
vitation cards had been issued, whether: 
the applicant intended consuming his 
own liquor (if so, the approximate quan- 
tity of the various types of liquor to be 












































cant was a member of a club; his me; 
bership number. ; 
All this just to invite a few friends for 












Peking! 
€ INDIAN hospitality | 
as warm and as generous. as e 










slum) managed to ensure one departe 
with a sour taste in the mouth. І can а 
preciate why, when both efficiency an 






armed forces, whether it is to mou 
Asian Games or to check travelle 
bombs or guns; but military per 
are not known for the type of im 
tion and flexibility which makes to 
feel welcome. < 
I had purchased a small pl 
one of the exhibits at the Nation 
Museum, which featured a magnificent 
display of early Indian bronzes from 
South India.. Only partly protected. by 
dirty washing, the statue made a small 
but fragile package which would по! 
into a briefcase. The airline desk assure 
me there would be no problem if I 
carried it aboard. However, after 
ing through customs and immigration, 
came face to face with. an Indian army 
captain. His security. duties involved 
striding about barking orders to passe: 
gers as if they were raw recruits under h 
command. Only one item of hand 
gage was allowed. That was the rule. 
exceptions. I consigned 
kindly airline official. 
check it through as baggage. Predi 
bly, it arrived in pieces. . : 
The army captain, о 
with the his-not-to-reason-why m: 
in which he was carrying out his-ord 
made a point of giving me his name a 
number. So 1 happily recall that Capt.. 
Shamshir Singh, No. 11951, was very ef- 
ficiently carrying out his duties (though 
his orders had evidently not been copied 
to the airline) and was busily ensuring : 
that. his visitors to India departed ab- 
ruptly shorn of their memories of his 
country’s warm smiles and hospitality. 











































FOREIGN RELATIONS 


Too much talking 


An apparent breakthrough made by Malaysia's 
foreign minister seems to have slipped away 


By Rodney Tasker 

Bangkok: Given the entrenched posi- 
tions of Asean and Vietnam on how to set- 
tle the question of the prolonged Viet- 
namese military occupation of Cambodia, 
any breakthrough on the complex issue is 
likely to come only through quiet, prag- 
matic diplomacy. But attempts by both 
parties to carry out such a strategy always 
seem to end up on the rocks. 

In January, a month-long diplomatic ini- 
tiative involving Belgium, as an accept- 
able go-between, and Vietnam with a view 
to arranging a discreet dialogue between 
Prince Norodom Sihanouk, president of 
the Democratic Kampuchea coalition, 
and Hanoi was wrecked by unfortunate 
leaks to the press (REVIEW, Jan. 27). 

Although the somewhat embarrassed 
Belgians are reportedly still anxious to 
pick up the diplomatic strings again, after 
their rather crass handling of the previous 
initiative — and are receiving tacit back- 
ing from Asean to try again — the Viet- 
namese are unhappy that any indication 
they may have given privately (that they 
were willing to have contacts with the 
leader of a resistance coalition bent on 
driving them from Cambodia) had been 
made public. 

Now, another apparently encouraging 
private exchange between Hanoi and an 
Asean country could come to nought be- 
cause of the public airing it has received. 
The exchange was between Vietnamese 
Foreign Minister Nguyen Co Thach and 
his Malaysian counterpart Tan Sri Ghazali 
Shafie, who had a quiet talk during the re- 
cent non-aligned summit in New Delhi 
(REVIEW, Mar. 24). 

Thach, who had already had similar but 
unproductive discussions with foreign 
ministers of two other Asean countries, 
Singapore and Indonesia, is reliably 
understood to have gone to the New Delhi 
meeting with no new initiative on the 
Cambodian problem up his sleeve. 

Yet when Thach had his chat with 
Ghazali, what was later described as a 
breakthrough on Cambodia emerged. Ac- 
cording to informed diplomatic sources, 
towards the end of the meeting Ghazali 
suggested that one way out of the impasse 
was to hold a regional meeting between 
Asean and Indochina, but minus the 
Phnom Penh regime of Heng Samrin, 
which was installed by Hanoi in 1979, or 
the Asean-backed .Democratic Kam- 
puchea coalition. The meeting, according 
to Ghazali's plan, would be to discuss 
Cambodia. 

Thach is reliably reported to have given 
a positive response to the proposal, even 
though it was doubtful he had any such 
mandate from the Hanoi leadership. 
Ghazali was understandably happy to 


have achieved 
what he perceived 
to be a diplomatic 
coup and, in the 
Asean way, imme- 
diately informed 
his Singaporean 
and Indonesian 
colleagues attend- 
ing the summit. 
Previously, Hanoi 
had insisted that 
Samrin should be 
represented at any 
meeting with the Asean countries. 

But what had seemed to Ghazali to be a 
diplomatic initiative quickly became blur- 
red when Singapore's Second Deputy 
Prime Minister (Foreign Affairs) S. 
Rajaratnam told the press about the move 
which he described as “positive and worth 
considering.” Thach was put on the spot 
when he was asked to confirm this at a 
press conference at the end of the non- 
aligned meeting. 

He did not deny the substance of his ex- 
change with Ghazali, but indicated that 
Samrin would have to be a party to any 
serious negotiations on Cambodia. He 
also said that any Asean-Indochina meet- 
ing would have to have an open agenda 
and no preconditions. 

This is the catch as far as Asean is con- 
cerned. Hanoi's previous calls for a reg- 
ional meeting with Asean have been 
treated with suspicion by the Five because 
the Vietnamese have always said that such 
a meeting would discuss security and 
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Thach and Ghazali: a quiet talk comes to nothing. 


foreign influence in Southeast Asia as a 
whole, and not just Cambodia. 

According to the Vietnamese agenda, 
American bases in the Philippines, Malay- 
sian and Singaporean involvement in the 
Five-Power Defence Arrangement with 
Australia, New Zealand and Britain, and 
perhaps the Indonesian absorption of East 
Timor would also be discussed. 

It was probably because of the influence 
of Vietnam and its friends that the passage 
on Cambodia in the final non-aligned 
summit communique referred only to ten- 
sion in and around Cambodia and the in- 
volvement of foreign forces regionwide, 
rather than a specific call for a withdrawal 
of foreign forces from Cambodia on the 
lines of the United Nations General As- 
sembly’s proposal. 

After Thach’s remarks at the press con- 
ference, which indicated that whatever 
Ghazali may have thought, Cambodia 
would not be the only item on a regional- 
conference agenda, Indonesian Foreign 





Dangerous dialogue 


Both the Chinese and Sihanouk warn 
against talks with Hanoi and Laos 


By Nayan Chanda 
hina is watching warily as signs of 
divergence emerge within Asean over 
the holding of a regional dialogue with 
Vietnam and Laos. On March 21 a com- 
mentary published by Xinhua newsagency 
indicated China's opposition to the talks. 
Earlier Chinese sources privately rejected 
the idea as “а ploy to get recognition for an 
Indochina federation." Replying to the 
REVIEW's question about the dialogue, 
Prince Norodom Sihanouk, president of 
the Democratic Kampuchea coalition, 
also sharply condemned Hanoi. 
The Chinese sources told the REVIEW 
that, by discussing Cambodia with Viet- 
nam and Laos, *Asean would be giving 





backdoor recognition to Vietnam's In- 
dochina federation." The sources argued 
that a dialogue with the two Indochina 
countries, even without the participation 
of the Phnom Penh government, would 
amount to Asean's acceptance of In- 
dochina as a bloc. 

Once it had been recognised that Viet- 
nam and Laos had the right to represent 
Cambodia, and thus all Indochina, the ób- 
jective of re-establishing an independent 
and neutral Cambodia would be unattain- 
able. China also sees this latest move as 
"yet another attempt to side-step the 
United Nations' call for an international 
conference [on Cambodia]." 
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: Green at the grassroots 


Party Islam, despite internal upheavals, carries off 
many votes in a rural Kedah by-election. 


the Philippines could not be discussed in 
talks with Vietnam. | 


| һай a brief 


eeting “with Ghazali in 
Bangkok on Ma 


17 but said afterwards 
ent on the purported 
with Vietnam оп Cam- 


By Harold Crouch 

Kuala Lumpur: Although the National 
Front, represented by the United Malays 
National Organisation (Umno), won a 
convincing victory over Party Islam (PI, or 
Pas, as it is commonly known in Malaysia) 
in the Hulu Muda parliamentary by-elec- 
tion in Kedah on March 16, the result once 


Asri’s leadership of PI had 
two major challenges duri 
the upheaval of 1973-74 the 
was the opposition : of some 


breakthrough 
bodia. His 


a régional mecing h 
meaningful wit 
troops from Cambodia а: 
Asean’s main worry is that it does not 
“want to be drawn into a conference with 
‚ Vietnam on all aspects of Southeast Asian 
security — а meeting which, while giving a 


of Vietnamese 


again demonstrated the resilience of PI as 
the major Malay ópposition party in 
Malaysia. The by-election was held while 
PI was in the midst of an internal crisis, but 
{һе party won 40,5% of the vote — only 


slightly less than the 43.4% it obtained in | 


last year's general election. 


· propaganda bonus to Vietnam і in its cam- 
paign to show the world that it is willing to 
iendly discussions with its non-com- 
үш, could Stes on inter- 


The present crisis arose from a success- 
ful challenge to the party’s so-called old- 
guard leadership, headed. by Datuk Asri 
Muda, from а new generation of “Young 
Turks.” Anticipating a move against 
them, Asri.and his close associates sud- 
denly resigned from their party posts last 
October, but it appeared, that they might 
be mobilising their forces for a comeback 
at the,party’s assembly due in April. In 
January, however, the new leaders expell- 
ed two of Asri's supporters and suspended 


party's Sabin ir 

port was shown most clea 

tional base area of. 
1977-78. crisis. Takin, antage 
disarray into which its erstw 

Front partner had fallen, the ge 

held a state election in Kelantan n M: 
1978. The National Front won an 
whelming victory, reducing PI to on 
seats in the. 36-seat state assembly . 
only 34% of the votes. But just. 
months later, when the 1978 national 





кесше! {оро 
ing with Viet- 


any. observers felt 
n at the moment 


їп agreeing to a dialogue with. 


on the Five’s terms. ` їй 


While frowning on the idea of a 

dialogue, thé sources pointed out that by 
agreeing to exclude Phnom Penh from the 
talks, Vietnam was implicitly. admitting 
that the Heng Samrin regime was a pup- 


left out of the 
Vietnam's 


pet: *If Heng Sa 
talks," theys sai 


te a's views by re- 
T Rouge s rejection of 


Security Council, and Philippine 
ign Minister Carlos Romulo. In con- 
Hie Chinese media has s op- 


to ' "counter 
ial communi- 





several others, including Asri himself. 


"Asri-has. now resigned from: PI and: an- 


nounced his intention of forming a new 
party, Hizbul Muslimin. 

While the ideological aspect has been 
prominent in the present conflict — with’ 
the Young. Turks. taking an apparently 
more uncompromising stand on religious 
issues than Asri’s group —- it should not be 
forgotten that PI, like all political parties, 
consists of factions whose interests are not 
limited to ideological.concerns alone. 


ty." The proposal “does not indicate any 
sincerity of Vietnam or any change of its 
stubborn stand with regard toa solution of 
the Kampuchean crisis,” Xinhua. said, 
warning. that Vietriam's aim was to “sow 
discord” in Asean’s ranks. 

Earlier, while reporting the Khmer 
Rouge rejection of the. dialogue, Xinhua 
excised remarks "implicity critical "of 
Asean, 

Meanwhile, Sihanouk has vehemently 
criticised the dialogue idea. Asked for his 
reaction, Sihanouk told the REVIEW in a 
cable from Pyongyang: “The Viets. of 
Hanoi are well known for deceit and.dup- 
licity. An eventual conference between 
Vietnam and Asean will not bring any 
benefit to Cambodia, a prey which the 
Vietnamese vulture would never like to 
drop. However, the. Asean countries are 
perfectly. within their rights to discuss 
with ‘Vietnam or others, the question of 
peace, freedom and security in Southeast 
Asia.” 





A financial partner, either an indivi 
ога company, is sought by an Austra 
lian businessman for am agricult 
risk enterprise. “The Company” wot 
purchase land that it has: 

the north of Queensland, Austr: 

the growing of Jojaba be 


The climatic and agrarian conside 
tions in this region.are 
extreme for this parficular vent 


The. beauty of North Queensland, the 
Australian ‘lifestyle’ and the success c 
similar operations south of the region : 
ensure a soünd and most. attractive j in 
vestment. 


A private company formed for the sol 
purpose will ensure all funds are use 


, Strictly for the financial enterprise. 


All enquiries will be strictly principal. 
principal only and are {обе directed to: 


" Mr. Ken Mathie 


C/- Mathie Commodities Pty. Ltd., 


|. 67 Adams Street, 
| Wynnum North, 


Queensland, Australia 4178 ' 








e penir 
where its strength is often ascribed to re- 
igious fanaticism and its ^ ; 
alist” outlook. But at the local level i inthe 
ural areas the party's supporters are.not 
obviously more religious than those of its 
main rival, Umno. That the two parties 
саге not irreconcilably divided ideologi- 
cally is shown during the weeks before 
ach election by the ease with whicli dissi- 
nt factions cross from one party to the 
ther. | 
-Rivalry between Umno and PI has al- 
ways been sharp in those regions where 
Malays make up an overwhelming major- 
ity of the electorate. In the west coast and 
outhern states, where Malays are either 
a minority or constitute only a small 
jority, the Malay community has not 
n able to afford the luxury of being 
plit between two parties. 

In these states, where Malays fear that 
they might be ‘swamped by the non- 
Malays, PI can rarely muster as ‘muchas a 
quarter of the Malay votes and usually at- 
racts far less while factional rivalries are 
ntinued within the dominant. party, 
Umno, itself. But in states such as Kelan- 
an, Trengganu, Perlis and Kedah, where 
lalays make up 75-95% of voters, there is 
no non-Malay threat and therefore little 
ressure on the Malays to unite politically. 
The conflict between Umno and PI at 



























HONGKONG 


Enter the Taiwan ca ard 
_Peking’s expected кшй Дд opposing 


Leftists react angrily toa 


While London and 


4$? Peking appear to Бе 


Bearing up fora new 


round of negotia- | 


“tions .on. Hong- 
< kong’s political fu- 


the year when most of the British. colony is 
to revert to Chinese rule under a 19th-cen- 
: tury Sino-British treaty — the activities of 
rightwingers in Hongkong are causing 
concern in both government and leftwing 
г circles. 

On March 4, 16 local youth groups as- 
< sembled at Government House, the resi- 
„депсе of Governor. Sir. Edward Youde, 
with a petition stating their: Opposition to a 
;.fakeover by China and to what they called 
< totalitarian rule, Wen Wei Pao, a leading 
leftwing newspaper which . generally ге- 
= flects Peking’s views, reacted angrily to 
© the move, claiming that the petitioners 
75 were Kuomintang (KMT) elements “who 
are all set to ruin the atmosphere of the 
`> Sino-British talks.” By tolerating such de- 


34 

















state National Front until 1977. 


T D thattime PI supporters айу 


enjoyed prefetence in the distribution 
of jobs, licences, contracts, land and ет 
other perquisites at the disposal of. state 
governments. When the National Front 
returned to power in 1978 it was equally 
natural for Umno supporters to get the 
lion’s share of whatever was being dis- 
pensed. | 
No thorough : Studies have yet been car- 
ried out on the nature of support obtained 
‘by Umno and PI, but impressionistic evi- 
dence suggests that the differences are not. 
great. Leaders of both parties in the rural 
areas are drawn mainly from land-owning 
“families, though’ government officials are 
naturally more prominent in Umno than 
in РІ. While some studies have suggested 
that the rural poor are more inclined to 
Support PI, others have pointed out that it 
is the very poor who are in most need of 
government assistance and therefore 
‘are more likely to vote for Umno. 7 
, In the predominantly. Malay. states, 
even when the PI does пої have much im- 
mediate prospect of gaining control of the 

























ture after 1997 — 












state government, it can nevertheless ex- 
pect to retain the support of “out” fa 
in village politics. Personal and family re- 
lationships. count for much at the village. 










тогай, the paper. added, the ad- 
ministration “will be asking for new prob- : 
lems and . . . create a political storm which 
will strangle Hongkong's ; prosperity." The 
KMT is thé ruling party in Taiwan. Pc 
^ Observers in Hongkong said that Wen: 
Wei Pao's warning of a ‘possible political | 
storm could be a veiled threat that Peking 
might counter апу KMT agitation by call- 
ing on leftwing trade unions to de- 
monstrate in support of China's claim to - 
sovereignty over Hongkong, a move 
which could lead to confrontation: 

Wen Wei Pao also declared: “China will 
not allow Hongkong to be used asia stage 
for the political farce of ‘two Chinas'," 

“reference to proposals that Taiwan retain 
indefinitely as a sepatate political entity 
from the mainland. After pointing out: 
that “there have never been any ‘groups 
ganging up outside Government House 
[before] to protest against China's 





“sovereignty claim,” the paper asked whe- 
ther there was “any unusual relationship” 
between the government and the petition- 





opposition in the rural Malay community, 
regardless of ideological or religious com- 
mitment, was shown most vividly in the 
1974 election after PI had temporarily 
joined the National Front. In that year the 
Malay-ba: ialist party, Parti Sosialis 
Rakyat M (PSRM), conducted: a 
major campaign in Trengganu: Although 
the party had not even bothered to field. 
candidates in the 1969 election, it won © 
nearly 30% of the votes in T rengganu in 
1974. 

In the absence of РІ as а focus for op- 
position, a substantial proportion of vot- 


































| ers turned tothe PSRM which, despite the — 


fact that its ideology was considered tobe > 
in conflict with that of PI, managed to take 


‘over much of the Malay opposition vote - 


from PI. In 1978, however, after РЇ had 
resumed. its opposition role, the PSRM 
was virtually annihilated as its 1974 sup- 
porters returned to PI, 

The PI has maintained its share of the 
votës in recent elections but’ with only 
16-17% of the overall peninsular votes it 
has no prospect of winning an election at 
the national level and could only partici- 


pate in a national government in coalition 


with other parties. 

Of more significance to the party, how- 
ever, are its prospects at the state level in . 
the predominant ly Malay states: But: even 


ers. and whether “some British who are 
still nostalgic over colonialism” were try- 
ing to “play political games by making use 
of KMT activities here." 

Меп Wei Pao is clearly over-reacting to 
the March 4 petition, as the Hongkong 
government is, if anything, over-sensitive 
to Peking's feelings with regard to matters 
involving Taiwan. In 1981, for example, 
the administration stopped the screening 





tof The Coldest Winter іт” Peking, a 


Taiwan-made film focusing on the injus- 
tices of the Cültural Revolution, because 
of its political content. Other films have 
been banned for similar reasons. Still, the 
Hongkong administration is caught in the 
middle of this Taipei-Peking wrangle. 
“What do the communists expect usto do, 
tear up such petitions in public?" asked 
one government official, The way to 
handle such demonstrations is for the 
authorities to stop them proceeding to 
Government House, countered a left- 
wing source. 
~ Apart from putting unnecessary pres- 
sure on the government, Taiwan's appa- 
rent entry, however indirect, into the 1997 
picture could also make things more dif- 
ficult for independent local groups who 
want Peking to keep its hands off the fu- 
turé administration. of Hongkong, but 
who do. not dispute Chinese sovereignty. 
So far, Taiwan's apparent rejection of 
Peking’s claim to Hongkong and its sup- 
port for the general public’s desire to 
maintain thes status quo have not caused any | 
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ntan and Trengganu, on the 
; where the non-Malay minor- 
nly 6:7% of the electorate, PI 
vith about 53-54% of the Malay 
| hit lost in both statesi in the d. 
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tives it is pr 
frustrated leaders | 


the party's rural base О 
Whichever г group p o 














the local pro-Pel ing А 
‚ However, the rightists. 












servers. believe that China would,not pre- 
cipitate a collapse of Hongkong because 
such a calamity would destroy all hopes of 
a peaceful reunification with Taiwan. Said 
Wen Wei Pao on March 18: "The KMT's | 
worry is that once Taiwan compatriots 
realise that with the recovery of 
sovereignty and the implementation of 
self-rule in Hongkong the system will not 
change. and prosperity is maintained, they | 
too will want. to follow Hongkong" s 
footsteps arid strive for a a return to the 
motherland,” 

Meanwhile, Youde was in London re- 
cently — his fourth trip since taking over 
as governor last May — for talks on the 
1997 issue with British Prime Minister 
Margaret Thatcher, Ambassador to Pe- 
king Sir Percy Cradock, who is the chief 
British negotiator, and Foreign Office of- 
ficials.En route back to Peking, Cradock 
stopped off in Hongkong to brief mem- 
bers of the government's Executive Coun- 
cil — the only body in Hongkong which 
has: an advisory role in the top-secret: 
negotiations. At the same time, Peking is 
starting a new round of consultations: 
here, and has. invited a group of 18 
academics from Hongkong’s two univer- 
sities and its polytechnic to visit Peking in 
April and ts to meet Chinese leaders. l 

















| to accept the Allies’ de- 
mand. for unconditional 





ld Japan Hands will applaud the 

publication by the University of 
Tokyo of a new study of the role and rule 
of Emperor Hirohito before and after 
Pearl Harbour. The work by Dr Mikiso 
Hane, professor of history at Knox Uni- 
versity. in Gatesburg, Illinois; quoting 
from translated diaries of Hirohito’s 
chief aide, Gen. Shigeru Honjo, stresses 
the emperor's futile opposition to the 


;| | militants from the 19305. 


“Then in his 30s," records Hane, “the 
emperor disapproved of anyone who 
was in sympathy with fascism and he did 


| not want an alliance with Germany and 


Italy." 

Indeed, as early as 1934, Hirohito had 
proposed to Honjo and other military 
advisers. that a non-aggression pact, 
should be signed with the Soviet Union: 
“Would it not be best.to adopt a liberal 
policy and deal with Russia in a just and 
honourable fashion, thus preventing it 
from harbouring hostile designs on 
Japan?” 


Hane says that the diaries show that’ 


the emperor “was not a, 
mindless puppet but had. 
strong convictions of his 
own. He may have been 
irresolute, but he was in- 
telligent, well-read and 
fully aware of the évents 
of the day." | 
It should be recalled 
that, after the two atom 
bombs, it was. Hirohito 
who made the overriding 
decision in August 1945 


surrender, despite. "the. 
strong opposition in. his 
divided Supreme War Council by Gen. 
Korichika Anami, the minister of war, 
and the chiefs of both the army and navy. 
Anami had demanded four impossible 





conditions for surrender: 
» The Japanese national policy should 
remain intact. and the emperor 








ү supreme, =“ 
>» Japanese forces dbroád should not be 
'| disarmed at those points but only by 


Japan on return home. 
» There should. Бепо occupation of 
Japan. . 
» No Japanese should be punished for 
responsibility for the war. 

Anami, who, weeping on his knees, 
had opposed the emperor's ruling, dis- 
missed himself as minister before com- 


| mitting formal seppuku three’ days 


later; . 

Military opposition to the emperor 
had, not diminished. There was ап at- 
tempted coup by desperate young army 
officers who murdered the commander 


iof the imperial bodyguard and vainly 


searched the palace for the emperor's re- 





‘gross offences by now comm 


























Hirohito: devotion. 














corded proclamation of surrend 
delivered to the nation later that-mo 
ing (August 15). The coup was squashe 
and the emperor's proclamation. broa 
cast was to a silent nation. E 
An eyewitness of — and participant i 
— Anami’s suicide described the event 
to me during the Occupation. Не w 
Col Masahiko Takeshita, who said th 
Anami had changed into “a white.shi 
which the emperor had generously give 
him after wearing only once when th 
general was his aide." Anami di 
want to disembowel himself indoors an 
stabbed himself in the stomach on th 
verandah after bowing thrice in the d 
rection of the palace, where the e 
peror’s recorded speech was about tobe 
delivered. 
Noting that he was unconscious but 
not yet dead, Takeshita kindly drove 
another short sword into. Anami's: 
ering throat. | 
He had left a short note: “T respe 
fully apologise to the emperor f 

















































suicide” and wrot | 
‘| thé reverse side: "With. 
; firm belief in dd 


eternal Jap 
by a verse: 
kit 






ing Japanese. devotion t 
j| the emperor ‘was. 
summed up by 
‘then foreign. ministe 
Mamoru Shigemitsu, who was a victi 
of a gross miscarriage of justice ; 
Tokyo "war crimes trial, T being. 
tenced to seven years' imprisonmen 
“having waged wars of. aggressio: 
which he had opposed... | 
I met Shigemitsu regularly after hi: 
lease and return to politics. His firs 
quest was to be driven to the Impe 
Palace, where he bowed. deeply i in reve 
ence. Once, accompanying him as he 
limped painfully on his old-fas 
wooden leg, I presumed to sugge th 
he could now buy a more comfortable a 
tificial limb. He was shocked: “| 
wouldn't dream of it! The emperor т, 
self gave me this leg.” od 
. He put me gently in my place when I 
once hinted surprise at worship by int 
ligent Japanese of a “divine” empero 
“The emperor divine?” he repeated with 
a smile. "What nonsense! He is our su- 
preme ruler.” 
{Perhaps those quotes should be} 
added to Hane's study. Meanwhile, a re- | 
verent bow to the Supreme Emperor.) 







































Suharto brings some new faces into his cabinet 
but retains most of the key technocrats 










Susumu Awanohara 
Jakarta: No one can accuse President 
Suharto of neglecting the problems of re- 
generation. In forming his new cabinet, 
arto temoved or weakened many of 
so-called pow пігеѕ of the top- 
"former cabinet, which, many obser- 
rs feel, had served their purpose. 
Ounger men in the old cabinet were pro- 
moted, and some new blood was infused 
о the new, expande 
At.the same time, outside the cabinet, 
eut-Gen. Benny Murdani was made 
commander of the armed forces — the 
first time an officer not of the so-called 
1945. generation has reached this level. 
Murdani’s appointment will "ensure, 











not linger on to hinder the transfer of 
power to the post-revolutionary genera- 


- The entry into the cabinet by Adm. 
domo: until now head of the command 
for the Restoration of Security and Order 
(Kopkamtib), suggests that Suharto has 
Берип taking concrete steps to phase out 
he powerful national-security organ, 


extra-constitutional. 
Suharto’s dominance has айе him 
make these changes. 





pointing the cabinet. Opinion is di- 









binet will be more capable than previ- 
us ones of achieving its objectives. This 
ime the main objectives include greater 
discipline in and internal control of gov- 
ernment bodies as well as a more even 
development of the economy and a fairer 
distribution of its benefits. Some dbser- 
vers feel that the new cabinet is more pro- 
fessional and technocratic than past 
cabinets and is thus better suited to prob- 
em solving. Others.are afraid that a 










ion and splintered into individuals, may 
prove ineffective in coping with the seri- 
Ous economic and social problems facing 
Suharto. A related question which is being 
asked is whether Suharto has now estab- 
lished a system which will identify and 
gain acceptance for the man who will 
; eventually succeed him. 

The departure of Widjojo. Nitisastro, 
ormerly both coordinating minister for 
| economic, financial and industrial affairs, 















ong other things, that older generals | 






ich has often been criticised as being. 






Experts. аге. 
agreed that more than ever before the pre- ` 
nt this time round had a free hand in | 


ded, however, on whether: Ше ‘new : 


:abinet of small men, without political vi- . 


an influential member of the so-called 
Widjojo group of ministers, is taking over 
from Widjojo as economic coordinating 
minister. He will also assist Vice-Presi- 
dent Umar Wirahadikusumah іп supervis- 
ing development. Bappenas' chairmari- 
ship was handed over to anotlier Widjojo 
man, the body's former vice-chairman, 


be minister for development planning —a 
new post. 

The coordinating ministers for political 
and security affairs, and for social affairs 
were also changed. The first position went 
from Gen. M. Panggabean to former 
coordinating minister for social affairs 
Gen. Surono Кекѕойітейјо. The other 
post went from Surono to former religious 
affairs minister | Alamsjah Ratu 
Prawiranegara. Together the three coor- 
dinating ministers will look after 21 minis- 
tries. Four economic ministries were split 
into two each, ostensibly for greater spe- 
cialisation and, thus, the number of minis- 
tries increased from 17 to 21. 









mong ministers in the political and 
security fields of the old cabinet, Gen. 
Mohammad Jusuf, who was also comman- 
der of the armed forces, gave up the de- 
fence portfolio to Gen. Poniman who, 
| ly, was the army ‘chief of staff. 
Former information minister Ali Murtopo 
made way for a new man, Harmoko, 



















‘tion, Gen. Amir Machmud, who was 






83 period, should be mentioned with Jusuf 
and Murtopo, though he left the old 




















nd: chairman of the National Develop- . 







ment Planning Agency (Bappenas), was 
among the most significant: changes іп 
Suharto's new cabinet. Widjojo, who was 
he mastermind behind Suharto's largely 


uccessful economic. policies, is said to 


ave left for family and health reasons. 


` Former finance minister Ali Wardhana, 


з 


Suharto; dominant influence. 


J. B. Stimarlin, who at the same time will | 


chairman of the National Press Associa- ; 


home affairs minister for most of the 1978- 


























g : 
Wardhana; development brief. 


‘cabinet late last year to become speaker of 
parliament. ^^ 

Abdul, Rauf Suhud, former industry 
minister, was among the económic minis- 
ters of the óld cabinet who left, апа Daud 
Jusuf, former education minister, was one 
of those who left from the social fields. 
Suhud and Daud Jusuf, both considered 
to be in the Murtopo camp were suc- 
ceeded by Hartarto, a long-time Industry 
Ministry official, and University of In- 
donesia rector Nugroho Notosusanto, re- 
spectively. 
. The four economic ministries, which 








ture and Forestry; munications and 
Tourism, and Manpower and’ Transmigra-: йе 
‘tion. Three of the six junior ministers in 
the old cabinet were promoted to look 
after some of these activities as full minis- 
ters. Some new people have also ‘filled 
these posts. For example, Sudomo was 
made manpower minister — perhaps in 
anticipation of difficult times and rough 
management- -labour. relations — and 
former’. Bank . Indonesia governor, 
Rachmat Saleh was put in charge of trade. i 
peo) The three ‘other’ former 
junior ministers from the old 

cabinet were also’ promoted, 
retaining similar jobs but now 
as'state ministers. Several new 
Osts were added, such as 
junior ministers for promoting 
the use of domestic products, 
of cash crops and for dairy 
farming and fishery activities, 
so that the total number of 
cabinet seats has increased 
from 30 to 37. 

Many observers are welcom- 
ingthe new cabinet, saying that 
the dissolution of the power 
centres will make it easier for 
Suharto to get on with his job. 
"For instance, critic рамат 
< Rahardjo argued in the mass 
‘circulation daily Korüpas that 
past cabinets had strong politi- 
"cal overtones, with: various’ 

"power centres “vying among 
themselves and making coordi- 
nation difficult. aS 
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Jusuf and Murdani; Surono: the importance of teamwork. 


The last cabinet was probably the most 
heterogeneous since the New Order was 
established in the late 1960s, and competi- 
tion among groups was beginning to slow 
things down. First and foremost among 
the power centres was the Murtopo group, 
which has now been largely neutralised, 
sources said. 

Then there was the Widjojo group, but 
the basis of this grouping has been in the 
economic expertise of its members and it 
has not tried to grab political power. Ac- 
cording to the sources, this group remains 
almost intact, despite Widjojo's depar- 
ture. For a time, it looked as though 
Minister of State for Research and 
Technology B. J. Habibie might become 
another power centre in the economic 
sphere, but this apparently has not hap- 
pened, Habibie's position has not changed 
in the new cabinet. 

The old cabinet also had one-man 
power centres in strong and confident men 
such as Mohammad Jusuf, Amir 
Machmud, Alamsjah and, some say, 
Foreign Minister Mochtar Kusumaat- 
madja. Mochtar has retained his position, 
but the others have all been “promoted 
beyond positions of power,” a source said. 
Jusuf has been made head of the State 
Audit Board — Umar's old job, which is 
outside the cabinet — and Machmud and 
Alamsjah in their new posts have lost 
strong power bases in the home affairs and 
religious affairs ministries. 

The sources noted that a group iden- 
tified with State Secretary, Sudharmono 
benefited from the changes of the new 
cabinet. Aside from Justice Minister Ali 
Said and Attorney-General Ismail Saleh 
— who is not in the cabinet, but is consi- 
dered to be of ministerial rank — the 
Sudharmono group has added at least two 
new junior ministers. Sudharmono him- 
self remains state secretary. Some see the 
strengthening of this group as significant, 
while others feel that Sudharmono is not 
the type to generate and expand power 
around himself. 

In announcing the new cabinet, Suharto 
underlined the importance of teamwork. 
This was sincerely meant, sources said, 
adding that in the three spheres of political 
and security affairs, economic affairs, and 
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social affairs there were serious conflicts 
of personality among former cabinet 
members. Ministries which should main- 
tain close coordination — for example, 
education and religion, or defence and 
home affairs — were not always able to do 
so because of this. 


here is a general feeling that the new 

cabinet will perform well, provided 
that, among other things, the three coor- 
dinating ministers do an effective job. The 
fact that some of the heavyweights have 
now left the cabinet may make it easier for 
Suharto to control the ministers. There is 
great expectation among experts and the 
general public that the government will fi- 
nally rid itself of waste and corruption and 
will pursue a more equitable development 
policy. 

At least in form, the new set-up is 
equipped to achieve these objectives. 
Umar, Wardhana and Mohammad Jusuf 
could together become a formidable team 


of comptrollers if they are allowed to do 
so. Also, cabinet positions responsible for 
enhancing the lot of small businessmen 
and other lesser participants in the econ- 
omy have been strengthened considerably. 

Sceptics are concerned that, as before, 
the positions of coordinating ministers will 
be largely honorary, and that the new sys- 
tem will require each minister to report 
more directly to the president himself. 
This could make Suharto’s job over- 
whelming, though the president is known 
for his command over policy details as well 
as over broad strategy. 

Such a concern is made more specific by 
economic analysts. The first worry is that 
Wardhana will not be directly in charge of 
Bappenas and will also lose control over 
the bright young officials of the Finance 
Ministry — one of the few ministries to 
conduct serious training for the up-coming 
generation. 

The second worry is that the new Fi- 
nance Minister Radius Prawiro may not 
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be strong enough to take painful deci- 
sions. Although considered a member of 
the Widjojo group and having consider- 
able financial background, Radius has 
come to be seen as a proponent of expan- 
sionary economic policies, not a fiscal con- 
servative. His views may change with the 
change in jobs, but he is not likely to fight 
strong political interests to do what is 
necessary for the nation as a whole, it is 
feared. A similar concern is expressed 
about the new Bappenas chief, Sumarlin. 

Whatever the overall performance of 
the new cabinet, its rejuvenation was in it- 
self a great accomplishment for Suharto. 
Retaining older members of the former 
cabinet would have made regeneration 
five years from now much more difficult. 
And there is a vague feeling that regenera- 
tion of the cabinet would have been dif- 
ficult to justify had Suharto not also 
pushed the regeneration of the armed 
forces (Abri), which he has done with 
vigour in recent months. 


uharto's appointment of Lieut-Gen. 

Rudini as army chief of staff in early 
March was the strongest sign yet of his de- 
termination to see an early and smooth re- 
generation of Abri. Rudini jumped over 
the heads of several more senior officers 
of the older generation to take up his new 
post. His appointment and the new de- 
fence law passed last year — which sepa- 
rated the job of Abri commander from 
that of defence minister and implied that 
the former post must be held by an active 
officer — paved the way for Murdani's rise 
to his new position. 

In many ways Murdani was a natural 
choice for Suharto. As head of intelli- 
gence at the Defence Ministry and at Kop- 
kamtib, and as deputy chief of the state in- 
telligence body, Bakin, Murdani has been 
arguably Indonesia's second most power- 
ful man. He is the youngest of the three 
most senior active officers in the army, 
and he is the most highly decorated soldier 
around, having fought in Irian Jaya in the 
early 1960s and commanded the 60,000- 
odd Indonesian *volunteers" in an opera- 
tion in Portuguese Timor, now East 
Timor, in the mid-1970s. The fact that 
Murdani is Roman Catholic must limit his 
political ambition in a country with a 
population nearly 90% Muslim. 

Murdani's predecessor, Mohammad 
Jusuf, 55, leaves the job with a mixed 
reputation. There is no question that Jusuf 
improved conditions for the common 
soldier and raised morale through inces- 
sant inspection tours throughout the coun- 
try. He is also credited with starting the 
modernisation of Abri weaponry. 

But some say that Jusuf did not have 
enough time for administration and plan- 
ning at the Defence Ministry. Others 
point out that he had become so popular 
' among the masses, and apparently so 
powerful, that it was feared he might be 
used as a rallying point by some groups, 
like the Muslims. A Виріпеѕе from 
Sulawesi, Jusuf was apparently not 
able to become the natural leader of the 
overwhelmingly Javanese senior officer 
corps. 





AFGHANISTAN 


Unconventional treatment 


Human-rights activists claim that internment of Soviet PoWs 
runs counter to the Geneva conventions 


By Therese Obrecht 

Geneva: Eight Soviet soldiers, captured 
by guerillas in Afghanistan and interned in 
Switzerland, are gaining good marks for 
industriousness as they toil in the work- 
shops of a detention centre at Parmont in 
the Valais area. 

They arrived in Parmont after the Inter- 
national Committee of the Red Cross 
(ICRC) suggested to the Soviet au- 
thorities and the guerillas that Soviet pri- 
soners in Afghanistan should be transfer- 
red to a neutral country because of the 
harsh conditions under which they were 
held — and following much-publicised 
executions of several Soviet PoWs. 

After a series of interviews with ICRC 
officials, some of the prisoners accepted 
the deal under which they will be interned 
for two years before being returned to the 
Soviet Union. But two of the first five, 
who arrived last September, promptly 
made two bids to escape during a Sunday 
walk, running off to the nearest village. 
They did not go unnoticed for long, since 
they do not speak any Swiss language and 
had neither money nor connections with 





the local population. Two more PoWs ar- 
rived in November and one in January. 

The Soviet soldiers’ detention has been 
sharply criticised by lawyers of the Human 
Rights League, who told the Swiss Gov- 
ernment that they would take the case to 
the Strasbourg Court of Human Rights. 
They hold that Switzerland is guilty of for~ 
cibly interning — together with common 
criminals — these people whose only 
crime is to have been captured by their 
battlefield enemies, 

They also believe that there is a legal 
loophole because the Soviet Union denies 
it is at war with Afghanistan and, there- 
fore, the Geneva conventions which cover 
the conduct of warfare do not apply to the 
Soviet prisoners. Other questions to be 
answered include: what will happen to 
them after their return to the Soviet 
Union? And what will happen if they re- 
fuse to return and choose instead to seek 
political asylum in Switzerland? 

At the ICRC headquarters a spokes- 
man maintained that the status of the 
PoWs, though unusual, nevertheless had a 
legal basis, even if 
the handling of their 
case required ingenuity 
rather than a strict, 
legalistic application of 
the Geneva conven- 
„tions. 

ICRC delegates pay 
regular visits to the 
Soviet internees who 
are also visited just as 
regularly by Soviet dip- 
lomats. Moscow pro- 
vides hard currency to 
pay for their two years' 
room and board in 
Swiss jails. Journalists' 
requests to visit the 
men have been turned 
down. 

Michel Evequoz, di- 
rector of the detention 
centre at Parmont, said 
that the Soviet prison- 
ers seemed to have 
adapted fairly well to 
their new surroundings 
and that their eager- 
ness in the workshops 
was satisfactory even 
by Swiss standards. 
And the two rebellious 
PoWs have not made 
further attempts to give 
their guardians the slip 
during the ritual Sun- 
day walks beyond the 
prison walls. 
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Ell ADVERTISEMENT SUPPLEMENT 


The German Democratic Republic — an efficient 


industrial state and a reliable trading partner 





“yp 








As a highly developed industrial state with 
dynamic economic growth, the German 
Democratic Republic (GDR) attaches great 
importance to its external economic relations 
being of high interest to the general develop- 
ment of its national economy. 


Since its foundation more than 30 years ago, 
the Chamber of Foreign Trade of the GDR has 
been considering it one of its most important 
duties to contribute to the exchange of com- 
mercial information between its member firms 
and businessmen from all over the world and 
to act as an intermediary in establishing and 
maintaining contacts between them. In our en- 
deavours for the promotion of trade and co-op- 
eration in the fields of economy, science and 
technology, the Southeast Asian countries 
today hold a very important place. In the 
course of our co-operation to date, they have 
turned out to be increasingly important 
sources of supply for the national economy of 
our country in meeting the demand for natural 
rubber, spices, coconut oil, rice as well as 
other domestic products. 


Preface by 


President 


German 


But stable and promising trends corresponding to the structure 
of the GDR's national economy have also been developed with 
regard to its export supplies. This refers especially to the GDR's 
textile machinery industry, the scientific instrument manufac- 
ture with high-precision products made by the Carl Zeiss JENA 
combine, the printing-machine industry, the heavy engineering 
industry with its diesel-driven generating sets, the machine- 
tools industry as well as accounting and typing equipment. 


The steadily growing, successful GDR participation in fairs and 
exhibitions in ASEAN 
member countries 
such as the 1982 
Djakarta Fair and the 
Technical Days of the 
GDR organised in the 
Philippines, Indonesia, 
Malaysia and Singa- 
pore; in the Metalasia 
held in Singapore as 
well as in other interna- 
tional and specialised 
fairs opens up new op- 
portunities for develop- 
ing trade relations of 
mutual benefit. 





In 1983, too, the 
Chamber of Foreign 
Trade of the GDR will š 
be organising Techni- T i 
cal Days in Thailand Berlin — Capital of the G.D.R. 








Dr. Otto Weitkus 


of the Chamber of 
Foreign Trade of the 


Democratic Republic 





and Indonesia. In Singapore and Malaysia, 
combines and foreign trade enterprises from 
the GDR will be presenting their production ca- 
pacity — above all in the fields of medical and 
laboratory equipment, teaching aids as well as 
human and veterinary pharmaceuticals — 
either at their own exhibitions or at interna- 
tional fairs such as Meditech and Medunion. 


When doing business with the GDR, it is highly 
important that our foreign partners take part in 
the traditional Leipzig Fairs held every year in 
March and September. An ever-increasing 
number of businessmen from all parts of the 
world, statesmen and economic experts of 
high influence avail themselves of the Leipzig 
Fairs to strengthen and extend their commer- 
cial relations with trading partners in the GDR. 
We are pleased that this includes leading per- 
sonalities from countries in Southeast Asia 
from where more and more companies, busi- 
ness delegations, specialists and representa- 
tives of the economic and trade press attend 
the Leipzig Fairs. 


Building on the solid basis of our economic co- 
operation so far, the GDR is ready to expand the exchange of 
commodities with Southeast Asian countries in the years to 
come. 


In this respect, contacts and relations between the Chambers of 
Commerce and Industry as well as between the industrial and 
business associations of our countries are steadily gaining in 
significance. We consider it one of our first duties to utilise and 
maintain existing contacts in the interest of improving our co-op- 
eration as is done, for example, with the Chamber of Commerce 
and Industry of the 
Philippines and the 
Board of Trade of Thai- 
land on the basis of 
agreements on co-op- 
eration. Numerous 
trade promotion events 
to be held in ASEAN 
countries have been 
planned by the 
Chamber of Foreign 
Trade of the GDR for 
the future, too. 


In this supplement, 13 
foreign trade enter- 
prises present their 
exports on offer and 
the Leipzig Ка 
Agency gives informa- 
tion on its range of ser- 
vices. 
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TEXTIMA 


240 textile plants in all 
parts of the world bear 
the TEXTIMA sign 


The TEXTIMA combine in the GDR deve- 
lops, produces and supplies machinery 
and plant for most of the technologies 
applied in the textile industry, i.e. from the 
production of natural or man-made fibres 
to ready-made clothing and cleaning. 
With the aid of VEB TEXTIMAPROJEKT, 
the combine’s own plant construction 
company, TEXTIMA is in a position to 
comply with the customers’ demand for 
complete system solutions. 240 complete 
textile plants such as cotton and worsted 
spinning mills, knitting, hosiery and weav- 
ing mills, finishing and ready-made cloth- 
ing installations, large-scale laundries 
and complete textile combines have so far 
been exported to over 30 countries. Plant 
comes complete from one source and in- 
cludes advisory service and project plan- 
ning, delivery, erection and trial running 
when completed, know-how and servic- 
ing. TEXTIMAPROJEKT also offers its 
experience and the services of its special- 
ists for the reconstruction of exísting in- 
stallations. 


The new cotton-spinning mill of Universal 


Robima in the Philippines is only one 
example of TEXTIMA's high efficiency. 
This plant is running with more than 
30,000 spindles: a total of over 3 million 
spindles are running in TEXTIMA installa- 
tions. Fibres may have lengths of up to 60 
millimetres. The open-end spinning sys- 
tem is used for specific fine grades of 
yarn. As far as worsted spinning is con- 
cerned, TEXTIMA supplies a complete 
range of machinery for the processing of 
wool, viscose and man-made fibres or 
their blends with fibre lengths of up to 220 
millimetres. From the extensive range of 
TEXTIMA machines for the manufacture 
of non-woven textile fabrics, the MALIMO 
stitch-bonding machines deserve special 
mention. This technique was developed 





MALIMO stitch-bonding machine, type _ 
Maliwatt 





in the GDR 30 years ago and has spread 
all over the world thanks to its extremely 
high productivity. 


More and more fresh fields of application 
are opening up. The latest type of 
MALIMO machines produces stitch-knit- 
ted fabrics with varying qualities which, in 
addition, may be dyed, printed, impre- 
gnated and coated. The finished products 
are suitable for decorative fabrics and 
walls, dress and blouse fabrics, interlining 
fabrics, cleaning rags, swaddling clothes 
and also as substrata for blind fabrics or 
carpets. With 1,000 revolutions per 
minute, this new MALIWATT machine — 
model 14012 — can produce up to 240 sq. 
ms of non-woven textile fabrics in one 
hour. 


The advantages of using stitch-bonding 
machines are quite obvious. Depending 
on the structure of production, use values 
required and material available, every 
user can choose from the several 
MALIMO variants that technology which 
is the most efficient for his particular re- 
quirements. 


Exporter: 

TEXTIMA Export-Import 

DDR — 1080 Berlin 
Johannes-Dieckmann-Str. 11-13 
Telephone 22 40 

Telex: 112861 





POLYGRAPH 


POLYGRAPH exports 90 per 
cent of its products 


The printing machine industry of the GDR 
is a very export-intensive branch of the 
economy. Based on long tradition and in 
close contact with both scientific institutes 
and customers all over the world, POLY- 
GRAPH designs and erects complete en- 
terprises including the necessary supply 
facilities, produces sheet-fed offset and 
gravure rotary printing presses, book- 
binding machines, high-speed guillotines, 
equipment and machines for forme pre- 
paration and provides its know-how in the 
form of licences. Within the scope of trade 
agreements concluded between the GDR 
and many countries in South and South- 
east Asia, POLYGRAPH has been sup- 
plying printing machinery and equipment 
to renowned firms in this region for more 
than 30 years to India, Japan, Thailand, 
Hongkong, Singapore and the Philip- 
pines. In Japan, there is even à Club of 
PLANETA Friends whose members — 
Japanese partners — meet at certain in- 


tervals to exchange experiences in work- 
ing with PLANETA sheet-fed offset print- 
ing presses from the GDR. 


The high efficiency of the POLYGRAPH 
printing-machine industry is particularly 
demonstrated by the example of de- 
liveries effected to the Republic of India 
which has received so far two completely 
equipped textbook presses. These print- 
ing offices have annual printing capacities 
of 12 million textbooks (Patna/Bihar) and 
18 million (Thrikkakara/Union State of 
Kerala). A third Indian printing office, the 
Government-Text-Book-Press in Hydera- 
bad, was reconstructed and newly equip- 
ped by POLYGRAPH-PROJEKT. Thus it 
was possible almost to double the capa- 
city and to increase itto 22 million books a 
year. POLYGRAPH-PROJEKT has fur- 
nished proof of its efficiency in about 125 
projects newly designed and erected, re- 
constructed or modernised on four conti- 
nents in France, Britain, Argentina, Egypt, 
Ghana, Indonesia, Burma and many 
other countries. The supply of complete 
plant and equipment includes also the 
training of prospective specialists which 
can take place either in the GDR or in the 
country concerned. 


With regard to the utilisation of scientific- 
technological documents (licences), India 
again can be quoted as a typical example. 
For some years, the firm POLYGRAPH 
India Ltd. Bombay has been manufactur- 
ing printing machinery on the basis of 
documentation obtained from the GDR. 
Today, POLYGRAPH India Ltd. is in a 
position to work absolutely on its own, in- 
dependent of sub-supplied parts from the 
GDR. 


To keep customers throughout the world 
informed of its supply range, POLY- 
GRAPH regularly takes part in numerous 
international specialised exhibitions such 
as the PAMEX '83 held in New Delhi in 
January 1983. At the moment, POLY- 
GRAPH is preparing for the large special- 
ised printing exhibition TGP 83 to be held 
in Paris next April. 


Exporter: 

POLYGRAPH Export-Import 
DDR — 1080 Berlin 
Friedrichstrasse 61 
Telephone: 2 00 06 01 
Telex: 112310 
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Vep Ce 


VEM Building-blocks 
in Modern Drive Systems 





GUTES DESIGN 


Please visit us at the Leipzig, 
Autumn Fair 1983, 
4th-10th September, 1983. 


VEM-Standard Motors 

Unified type KMER VEM standard 
motors. 

Degree of protection: IP 54 and 
variants. 

Universally applicable within a range 
of 0.12... 160 kW and an axle height 
0f63...315. 

Internationally examined and tested. 


VEM-Spur-gear Motors 

Series ZG 0 — ZG 7 

Spur-gear Motors of the VEM Group, 
standard enclosure IP 44 and 
modifications thereof, combine 
superior adaptability from 0.63 rpm 
to 400 rpm in a power range of 0.12 
kW to 45 kW. 





Representation: 


ELTE 


EXPORT-IMPORT 


VOLKSEIGENER AUSSENHANDELSBETRIEB DER 
DEUTSCHEN DEMOKRATISCHEN REPUBLIK 


DOR- 1026 BERLIN-ALEXANDERPLATZ 
«HAUS DER ELEKTROINDUSTRIE * 


VEM-Diesel Generating Sets 4... 
75 КМА 

They аге qualified to offer all 
advantages of modern Diesel 
engines and work reliably, safely and 
economically. 

The mobile Diesel generating sets 
are wired in a way that they can be 
connected for service at once. 
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Elekrrotechrik | 
On all continents and 


oceans as well as in the 
universe 





Since its foundation in 1951 the GDR 
foreign trade enterprise ELEKTROTECH- 
NIK has developed into an efficient and 
reliable exporter and importer of electrical 
and electronic products. The installations, 
equipment and products provide for the 
generation, distribution and application of 
electric energy and the wireless and 
wireline communication traffic. With a 
staff of 30,000 people, the combine ELEK- 
TROENERGIEANLAGENBAU Leipzig is 
one of the largest exporters in the GDR 
supplying its products under the VEM 
trademark to over 100 countries. They 
can be found on all continents, on all 
oceans and in the universe. The produc- 
tion range extends from systems for the 
transmission and distribution of electric 
energy such as transformer stations, 
overhead lines, complete electrical equip- 
ment for national electrification, industrial 
plants, for agriculture and municipal build- 
ings, over high-voltage test fields and 


for the production or repair of specific 
heavy-current equipment. Large quan- 
tities of power transmission and distribu- 
tion installations, transformer stations and 
pole-type transformers as well as over- 
head lines were delivered, for example, to 
Syria, Egypt and Greece. 


This year's range of goods to be offered 
by the combine ELEKTROMASCHINEN- 
BAU at the 1983 Leipzig Spring Fair will 
be orientated to the consistent application 
of micro-electionics to driving systems. 
Emphasis will be on precision miniature 
drives for the manufacture of scientific 
and electronic instruments and machin- 
ery. In addition to new precision d.c. 
motors, the combine ELEKTROMAS- 
CHINENBAU provides an extensive 
range of special drives for industrial 
robots. A new generation of synchronous 
generators with electronic control in a 
power range between 7.5 and 1000 kW 
will recommend itself as a top-level exhibit 
in the field of driving technology. 


One of the six combines represented by 
the foreign trade enterprise ELEKTRO- 
TECHNIK on export markets, is the com- 
bine NACHRICHTENELEKTRONIK in- 
ternationally known by the RFT 


trademark. On the occasion of the 1983. 


Leipzig Spring Fair, RFT will be present- 
ing to international experts some new re- 
markable system solutions in the fields of 
digital telephone switching and transmis- 
sion engineering, as well as radio-tele- 
phony and radio engineering. 


The GDR's communications industry has 
so far co-operated in large-scale invest- 
ment projects in over 30 countries. RFT 
has for years been participating with the 
sale of goods and services in the develop- 
ment of the communications industry of 
the United Mexican States. As far as the 
extent of equipment and the flexibility of 
engineering facilities are concerned, the 
radio-transmitting centre of Nopaltepec 
erected by RFT represents the largest 
and most modern installation of its kind in 
Latin America. For a short time, there 
exists a rural telephone network also in 
the Republic of Zambia installed by the 
combine NACHRICHTENELEKTRONIK 
on the basis of a wireless radio-telephone 
system. 


Exporter: 

Elektrotechnik Export-Import 

DDR — 1026 Berlin Alexanderplatz 6 
Haus der Elektroindustrie 
Telephone: 2180 

Telex: 112 844 





laboratories up to manufacturing plants 
Machine tools 
from the GDR are 


a hallmark of quality 


all over the world 


Under the WMW trademark the GDR's 
machine-tools industry exports its pro- 
ducts — both conventional machine tools 
and those equipped with numerical or 
computer-numerical controls — to more 
than 60 countries, among them the Coun- 
cil of Mutual Economic Assistance 
(CMEA) member countries, the FRG 
(Federal Republic of Germany), Britain, 
Japan, the United States, France and 
Brazil, to mention only a few. Over 66,000 
highly efficient WMW machine tools were 
supplied to renowned trusts and enter- 
prises in the FRG alone. Leading North 
and West European car makers rank 
among WMW's customers. 


The machine-tools industry of the GDR is 
divided into four major combines. The 
machine-tool combine 7. Oktober Berlin 
manufactures equipment for the machin- 
ing of rotationally symmetrical work- 
pieces, e.g. gear-working machines, in- 
ternal-grinding machines and automatics, 
special-purpose machines for the produc- 
tion of ball and rolling bearings, multiple 





Heavy-duty lathe for chuck and centre work 
in compact design, with microprocessor 
control, type DFS 500/CNC — $18 T 


automatic lathes, universal and external 
cylindrical-grinding machines, lathes for 
chuck and centre work as well as facing 
lathes. 


The machine tool combine Fritz Heckert 
Karl-Marx-Stadt makes machinery for the 
production of prismatic workpieces, e.g. 
vertical, horizontal, universal and special- 
purpose milling machines, horizontal- 
drilling machines, coordinate-boring and 
-grinding machines. The combine 
UMFORMTECHNIK Herbert Warnke 
Erfurt manufactures machines for non- 
cutting forming, e.g. shears, automatic 
metal-forming machines, thread- and 
form-rolling machines, сап-такіпо 
machines, machinery for sheet-metal and 
solid-blank forming, hydraulic and car 
body presses as well as plastics-injection 
moulding machines and other plastics- 
processing machinery. 


The tool combine at Schmalkalden makes 
tools for machine tools, e.g. pipe, milling, 
gear cutting, thread and sawing tools. The 
project-drawing enterprise VEB 
RAWEMA Karl-Marx-Stadt, belonging to 
the WMW industry, provides extensive 
facilities for the export of complete plant 
and equipment for the metalworking in- 
dustry. Its range of supply extends from 
planning and design through delivery and 
installation on to putting into service and 
technical assistance. 


WMW-made equipment is sold through 
agency firms in various countries. In Asia, 
WMW has established such firms in 
Japan, India and Singapore having at 
their disposal a widespread network of 
subagents in the other ASEAN countries. 
If required, technical advice is also given 
in co-operation with specialists delegated 
by the WMW suppliers. On the occasion 
of the Liepzig Autumn Fair, WMW will be 
giving a detailed insight into its-sales-and- 
service offer, with the most important 
exhibits to be presented in the Fair 
grounds. 


Exporter: 

WMW — Export — Import 

DDR — 1040 Berlin 

Chausseestrasse 111-112 

Telephone: 2 89 00 Telex: 112804-06 
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Machine tools, tools, plastics and elastomers processing machines from the GDR. 








A standard series of well-tried injection moulding machines for a wide 


range of plastics articles. 


Injection moulding machine 
KuASY 260/100 

Produced by VEB Werkzeugmaschinen- 
fabrik Johanngeorgenstadt, subsidiary of 
VEB Kombinat Umformtechnik “Herbert 
Warnke" Erfurt 


Main technical data 
— Diameter of screw 


plunger 45mm 
— Maximum injection 

pressure 1520 kgf/cm2 
— Stroke volume 178 cm3 
—- Plasticizing capacity 

for polystyrene and 

with a mean diameter 

of screw plunger 85 kg/h 


— Mould clamping force 100 Mgf 





Technological and financial advantages: 

— Injection pressure and speed, the first 
dwell pressure as well as dynamic and 
nozzle contact pressures are stepless- 
ly adjustable. 

— High speeds and great torsional mo- 
ments provide for a high plasticizing 
capacity. 

— Cleaning and exchanging of the screw 
plunger is considerably facilitated by 
Swivelling the injection unit towards the 
operator's side. 

— Swing-out and easily exchangeable 
feed hopper. 

— Centralized adjustment of the limit stop 
makes the setting-up of moulds easier 
and is capable of being extended for 
special programmes. 

— Preselection of individual basic rates 
of flow is possible. 

—Steplessly adjustable pressures and 
speeds. 

— Easy access to all adjusting elements. 





" VEB Kombinat Umformtechnik WMW-Export-Import 
tne ERFURT “Herbert Warnke” Erfurt Volkseigener Aussenhandelsbetrieb.. 
- der Deutschen Demokratischen Republik 





DDR 1040 Berlin 
Chausseestrasse 111/112 
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TAKRAF with a wide range 
of advanced hoisting and 
conveying equipment 


VEB Schwermaschinenbaukombinat 
TAKRAF is responsible, in the GDR, for 
the development and production of equip- 
ment for transport, materials handling and 
warehousing, TAKRAF offers a program- 
me of advanced hoisting and conveying 
equipment extending from individual 
appliances to complete installations. The 
manufacturing range is determined by 
large hoisting and conveying equipment 
for coal mining (approximately 50% of lig- 
nite mined in the world is extracted by 
means of equipment developed and pro- 
duced by TAKRAF enterprises). The 
TAKRAF combine is constantly develop- 
ing new variants of equipment enabling 
ores, hard coal and other minerals to be 
extracted in open-cast mining, too. 





Another main field determining TAK- 
RAF's range of production is constituted 
by truck-mounted and mobile cranes, rail- 
way and caterpillar slewing cranes as well 
as universal excavators. More than 3,500 
railway slewing cranes of various types 
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Harbour crane type “Sokol” with bunker 
and belt-conveyor system 


have so far been made by the specialist 
firm VEB Schwermaschinenbau S.M. 
Kirow Leipzig and exported to 22 coun- 
tries on four continents. These cranes 
meet the high requirements of many rail- 
way administrations and industrial enter- 
prises and operate reliably at both am- 
bient temperatures of —40'C and tem- 
peratures up to +55°C. The TAKRAF 
catalogue of supply comprises cranes 
with lifting capacities between 12.5 and 
250 tons. 


TAKRAF is also a major manufacturer 
and exporter of harbour and shipyard 
cranes, container-handling appliances for 
port operation, portal cranes and equip- 
ment for storage areas. Over 3,200 har- 








P 


bour cranes made by VEB Kranbau 
Eberswalde are at present operating in 27 
countries on four continents. Harbour 
cranes from Eberswalde have given proof 
of their serviceability in countries with the 
most varied climatic conditions. For cold 
and tropical regions these cranes are sup- 
plied in special designs and prove their re- 
liability both in Siberia at temperatures 
down to 50°C below zero and in Brazil at 
temperatures up to +50°С. 





TAKRAF's range of export goods is com- 
pleted by equipment for materials handl- 
ing and warehousing, special-purpose 
hoisting and conveying equipment and 
small-sized hoisting machinery. Through 
its foreign trade enterprise TAKRAF Ex- 
port//mport, the TAKRAF combine 
supplies its equipment to more than 30 
countries in Europe, Asia, Africa and 
America and regards it as its first duty to 
give technical advice to customers and 
prospective buyers and to provide pro- 
blem solutions which will meet future re- 
quirements, too. 


Exporter: 

TAKRAF Export-Import 
DDR — 1080 Berlin 
Mohrenstrasse 53-54 
Telephone: 22 40 

Telex: 112347-48, 114861 





Streamlined 
oonstruction 
with BAUKEMA 


VEB Kombinat BAUKEMA combines the 
GDR's major producers of construction 
and road-making machines. BAUKEMA 
machines have, for many years, been 
operating in all sectors of the building and 
building-materials industries, in the con- 
struction of motorways and arterial roads. 
The range of supply comprises machinery 
for earthmoving and roadmaking such as 
universal excavators, motor graders, roll- 
ers, road-finishing machines, plant for the 
preparation of bituminous mixtures as 
well as equipment for concrete fabrication 
and pouring, for the storage of cement 
and aggregates, complete mixing plants, 
silos, concrete-member finishers as well 
as external and internal vibrators. Further- 
more, BAUKEMA is also the general sup- 
plier of technological lines and complete 
plant for the production of large-size con- 
crete members for housing and public- 
building construction. 


Universal excavators made by VEB 
NOBAS Nordhausen, a member of the 
BAUKEMA combine, stand the test in 
road-making, housing and public-building 


construction just as for land improvement 
in agriculture and forestry. A top product 
turned out by this enterprise is the UB 
1256 hydraulic universal excavator. With 
this excavator, a piece of equipment has 
been developed for the first time in the 
GDR which represents a direct combina- 
tion of construction machine and hoisting 
gear. The UB 1256 has been provided 
with all necessary built-in units to make it 
usable as both a crane or dragline and/or 
grab excavator. Thus, the user can ex- 
change one outfit for the other within the 
shortest possible change-over times. 


Motor graders from VEB BAUMASCHI- 
NEN Halle ensure high accuracy of bed- 
ding, substructure and formation work on 
both road-building and large-area con- 
struction sites. Whether in temperate, 
subtropical or tropical climatic zones, the 
motor graders are everywhere equally ac- 
curate, reliable and economical in their 
work. Preparation plants for bituminous 
mixtures from the TELTOMAT standard 
series are also included in the BAUKEMA 
catalogue of supply. These plants with 
fully automatic operation provide for the 
preparation of macadammixtures, asphal- 
tic bitumen-coated gravel, fine-graded 
asphaltic concrete, sand carpet and mas- 
tic asphalt. 


VEB EBAWE Eilenburg, a specialised en- 
terprise of the BAUKEMA combine, de- 
signs, produces, supplies and erects 
complete panel-precasting factories, 
technological lines and individual equip- 
ment for the fabrication of large-sized 
concrete members for housing and pub- 
lic-building construction. BAUKEMA of- 
fers its customers also problem solutions 
for the implementation of large-scale 
housing projects or for the fabrication of 
precast concrete units. 


Last but not least, mention should also be 
made of rollers and highly productive 
bituminous road-surfacing finishers, con- 
crete fabrication plants as well as internal 
and external vibrators from BAUKEMA's 
manufacturing range. The economic effi- 
ciency of BAUKEMA machinery is closely 
connected with an extensive customer- 
advisory and after-sales service ensuring 
the regular maintenance of all equipment 
delivered as well as the rendering of addi- 
tional services which also include the 
training of specialists. 


Exporter: 

Baukema Export/Import 

DDR — 1080 Berlin 

Mohrenstrasse 53/43 

Telephone: 22 40 Telex: 114 861 
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75 per cent of SKET 


products are 
exported 


The heavy engineering combine Ernst 
Thalmann Magdeburg (SKET) has grown 
into one of the world's major exporters of 
industrial plant. Owing to the concentra- 
tion of specialised manufacturing firms, 
some of which are looking back on an 
over 100-year-old tradition and their use- 
ful combination with prominent assembly 
and engineering enterprises, SKET has 
built up a potential which is an essential 
prerequisite for meeting the customers' 
most varying requirements. SKET 
supplies complete plant and equipment 
for the metallurgical industry, in particular 
rolling mills, plant and machinery for the 
construction-materials and aggregates- 
producing industry, especially complete 
cement mills, plant and equipment for the 
machining and processing of wire as well 
as for cable production, plant and machin- 
ery for the extraction of vegetable oils and 
proteins. High-efficiency mills for the roll- 
ing of wire, small sections and medium 
plates made by SKET achieve annual out- 
puts of 1 million tons and ensure low 
operating costs, high quality of the final 
preduct and easy operation of the 
machinery. 





Cement mill in Adra (Syrian Arab Republic) 


Over the past 30 years alone, SKET has 
exported 355 hot and cold rolling mills. 
They have stood the test under extreme 
climatic conditions, in Vietnam's subtropi- 
cal rainy zone (Gia Sang) in the same way 
as in the highlands of Isfahan in Iran 
{2,000 m), at temperatures varying be- 
tween 50°C below zero and well over 
30°C, as these prevail at the West Sibe- 
rian metallurgical combine of Novokus- 
nezk or in the region of Tashkent en- 
dangered by earthquakes. Deliveries to 
Egypt, Nigeria, Turkey or Burma, where, 
for example, three duo cold-rolling 
machines made by SKET are in opera- 
tion, indicate the special interest of de- 
veloping countries in SKET rolling mills. 


As far as the construction of cement mills 
is concerned, SKET has given proof of its 
high production capacity also in this field. 
The programme comprises mainly com- 
plete cement mills primarily operating on 


the dry process and ensuring clinker out- 
puts between 1,000 and 4,000 tons a day. 
SKET-made cement mills are in operation 
on four continents, in the People's Repub- 
lic of China and the People's Democratic 
Republic of Korea as in Burma, Egypt, the 
USSR and many European countries. 


SKET also supplied machinery and 
equipment to the cable and wire-rope in- 
dustries of India, the People's Republic of 
China and Japan and to the cooking-oil- 
producing industries of Indonesia and 
Vietnam. 


However, the SKET combine in Mag- 
deburg is not only known forthe high stan- 
dard of its own production, but also for its 
ability to co-operate. 


SKET advises, plans, develops and de- 
signs according to the customers' require- 
ments; it produces, supplies and installs, 
offers licences and provides diverse 
facilities for co-operation such as the in- 
struction of technical personnel and on- - 
the-job training. Thus, SKET is a partner ..- 
with whom there is a good organisational 
relationship. 


Exporter: 
SKET Export-Import 
DDR — 1080 Berlin, Johannes- 


Dieckmann-Strasse 7-9 
Telephone: 22 40 
Telex: 112693, 112695, 112778, 113205 





chemieanlagen 


Air separation according 
to the cryogenic process 


The chemical plant-construction industry 
ofthe GDR has gained a wealth of experi- 
ence in exporting a wide range of chemi- 
cal processing plants extending from indi- 
vidual equipment to complete chemical 
works. A great number of oil refineries 
was exported by the GDR to the Soviet 
Union. PERFORM catalyst plates made 
in the GDR for a multitude of separation 
processes in the chemical and oil process- 
ing industries have already been fitted 
into chemical columns in Algeria, Japan, 
France, Britain and the Federal Republic 
of Germany. Upto now, the GDR's chemi- 
cal plant construction industry has sup- 
plied more than 250 plants for the produc- 
tion of industrial alcohol and alcohol for 
the beverage industry to indonesia, 
Egypt, Netherlands, Cyprus, Uruguay 
and other countries. These few examples 
show the high productivity capacity of the 
GDR's chemical plant-construction indus- 
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try and its international attraction. 


By putting into operation an air-separation 
plant from VEB CHEMIEANLAGENBAU- 
KOMBINAT Leipzig-Grimma having an 
hourly output of 9,000 m3 oxygen, the 
Hungarian ironworks of Ozd increased its 
annual capacity by 300,000 tons. These 
air-separation plants working according 
to the cryogenic process, which have 
been produced for more than 30 years, 
are operating under the most varying 
climatic condictions to the full satisfaction 
of their users. By means of rectification 
the air is separated into oxygen and nitro- 
gen. In all types of plant, the required 
amount of process air is sucked up from 
the atmosphere, liberated by a filter from 
coarse mechanical contaminants and 
compressed to the necessary process-air 
pressure by means of a non-lubricated re- 
ciprocating compressor. The compres- 
sion is effected without any lubrication of 
the pistons thus ensuring that the process 
air and the products obtained will not be 
polluted by oil. After each compression 
stage, the air is cooled and the steam pre- 
cipitated must be separated. The neces- 
sary cooling effect is produced by expan- 


sion of both the compressed process-air 
and residual gases. The apparati are 
suited for outdoor installation, with the 
controls arranged indoors. Erection of the 
necessary building requires only minor 
expenses. The degree of automation can 
be adapted to the respective conditions 
and requirements. 


By means or these air-separation plants it 
is possible to obtain oxygen and/or nitro- 
gen in gaseous or liquid state. According 
to use and field of application, a great 
variety of equipment for storage and 
further treatment of the products obtained 
can be connected to the plants, namely 
equipment for the intermediate storage of 
pressure-less, gaseous products for the 
storage of liquefied gases at low tempera- 
tures, for the bottling of oxygen and nitro- 
gen in commercial steel cylinders by 
using a high-pressure non-lubricated re- 
ciprocating compressor or equipping the 
plants with fluid pumps. 


Exporter: 
CHEMIEANLAGEN EXPORTAMPORT. 
DDR — 1055 Berlin 


Telephone: 435 20 Telex: 112 916 


When the engine's a problem, 
we get all the kinks out 

SKL's varied engine range can 
meet the requirements of many ap- 
plications. Robust engines, spe- 
cially designed for high reliability, 
have the potential for economical 
increases in output in industry, ag- 
riculture and shipping. Cost-effec- 
tive features of SKL engines in- 
clude simplicity in operation, 


longer intervals between servicing, 
sturdy construction and competi- 
tive fuel consumption. 

SKL's EDES electronically-ope- 


rated fuel injection system makes 
a further contribution to cost-sav- 
ing. The first application of EDES is 
in the 6VDS 26/20 ALE-2 medium- 
speed diesel engine. Overall, SKL 
offer diesel engines from 150 to 
9000 kW output and packaged 
diesel generating sets from 30 to 
1100 kVA. 


Please ask for more details. 











TechnoCommerz 


GmbH 
Equally competent 
for power and 
refrigeration 


Over the 25 years of its existence the 
GDR foreign trade enterprise 
TechnoCommerz has developed into an 
efficient exporter of the heavy-engineer- 
ing and plant-construction industry main- 
taining trade relations with customers in 
more than 70 countries of the world. The 
extensive supply range comprises com- 
plete diesel power stations, diesel en- 
gines and diesel-electric generating sets, 
air conditioning, ventilation, refrigeration 
and dust-removal plant and equipment, 
complete pumping stations for irrigation 
and drainage, pumps and compressors, 
hydraulic power packs and standard com- 
ponents of the ORSTA type, power-plant 
installations and equipment, fittings for all 
branches of industry, gearings and coupl- 
ings, castings and forgings. 


The manufacturing programme of the 
combine for diesel engines and industrial 
installations (SKL) in Magdeburg com- 
prises up-to-date, powerful four-stroke 
diesel engines in the capacity range be- 
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tween 100 kW and 5300 kW for varied ap- 
plications on shipboard and on land as 
well as diesel-electric generating sets for 
service on shipboard and on shore and 
turnkey diesel-electric power plants. The 
engines produced by the combine every 
year have a total rating of more than 1 mil- 
lion kW. The combine has primarily spe- 
cialised in manufacturing complete 
generating plants. For many years, 
diesel-electric generating sets have been 
used to a large extent for the power supply 
of many branches of economy in Asian 
countries such as in Indonesia, India and 
China. 


The combine provides its customers 
with a comprehensive after-sales service 
including the training of specialists in the 
combine's own training centres or in work- 
shops in the country concerned. The com- 
bine LUFT- UND KALTETECHNIK main- 
tains export relations with 25 coun- 
tries. 


Within the scope of the Council of Mutual 
Economic Assistance this combine is the 
coordination centre for the solution of the 
partial task Protection of the Atmosphere 
against Contamination by Pollutants and, 
since 1965, has been a member of the In- 
ternational Institute of Refrigeration (IFF) 
in Paris. 


“yp 


An eminent place among export goods 
is held by frozen-food storage compart- 
ments produced by VEB KUHLAN- 
LAGENBAU Dresden, an enterprise af- 
filiated to the combine. These frozen-food 
storage compartments made of St-PUR- 
St light-weight building boards have been 
designed according to a modular-building 
system using an assortment of basic 
units. These variable small chilling rooms 
are easy to install and have a usable stor- 
age space between 4 and 200 m3. The 
frozen-food storage compartments are 
distinguished by universal adaption to the 
space available. As they are insulated 
with 100 mm thick PUR foam, they can 
also be used in tropical climates. The high 
productivity of VEB Kombinat LUFT- UND 
KALTETECHNIK will again be de- 
monstrated on the occasion of the Leipzig 
Autumn Fair to be held in September 
1983 which will bring into focus the op- 
timum energy-economising design of a 
multitude of products in accordance 
with the demand for cold-heat coupl- 


ing. 


Exporter: 

TechnoCommerz GmbH 

DDR — 1080 Berlin 
Johannes-Dieckmann-Strasse 11-13 
Telephone: 22 40 

Telex: 114977-79 








Progressive technology 
from Fortschritt NAGEMA — 
high-performance machines 
and installations for 

the food industry 


In the field of food-processing machinery, 
the foreign-trade enterprise FORTSCH- 
RITT Landmaschinen Export-Import rep- 
resents the range of equipment made by 
VEB Kombinat NAGEMA. 


NAGEMA offers a comprehensive pro- 
gramme of packaging machines with 
good reputation in more than 80 countries 
throughout the world. They are working 
successfully in the packaging, chocolate, 
meat-processing and wafer-baking indus- 
tries. Furthermore, the NAGEMA com- 
bine produces bottling installations, 
weighing equipment and machinery for 
the catering trade. Technically advanced 
machines and complete packing lines, 
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Wrapping machine Type EW 8 for soft 
caramels, chewing gum etc. 


produced by NAGEMA backed by a high 
level of technology, know-how and de- 
cades of experience have for years been 
used by numerous manufacturers of con- 
fectionery in Southeast Asian countries 
as well as in the Near and Middle East. 


Hundreds of machines are operating in 
confectionery plants in this region con- 
firming their high standard of craftsman- 
ship, quality ease of operation and 
maintenance every day. As an example, 
we would like to show you the type EL 9 
wrapping machine for hard caramels and 
the type EW 8 wrapping machine for soft 





caramels, chewing gum etc. 


The type EL 9 wrapping machine for hard 
caramels will certainly interest you if you 
have to pack filled or poured hard 
caramels in two-sided twisted or folded 
wrap. Customary packing materials such 
as polypropylene, cellophane or waxed 
paper can be handled at a rate of up to 
650 cycles per minute. 


The type EW 8 wrapping machine for soft 
caramels, soft-boiled sweets, chewing 
gum etc. with a capacity up to 750 cycles a 
minute (folded wrapping) or 800 cycles a 
minute (twisted wrapping) is designed for 
fully automatic operation and is particu- 
larly suited for use in packing lines. It is 
distinguished by high safety of operation. 
If required by the customer the EW 8 is 
capable of making also picture by-packs 
and head-folded wrappings. 


Exporter 

FORTSCHRITT LANDMASCHINEN Ex- 
port — Import 
Volkseigener 
GDR 

DDR — 1085 Berlin 
Bruno-Taut-Str. 4 

Tel.: 6814031 

Telex: 112191 / 114493 
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JENA instruments provide 
for information gain 


Precision optical instruments are used for 
research, measurement and analysis all 
over the world. This applies to both highly 
developed industrial states and countries 
which have not yet advanced as far in 
their development. VEB Carl Zeiss JENA 
supplies products, instrument combina- 
tions and complete systems as well as 
know-how assisting emergent countries 
in developing their infrastructure and 
promoting scientific-technological pro- 
gress. Last but not least, this also includes 
the training and further education of spe- 
cialists. 


Microscopes are an integral part of the 
supply range of VEB Carl Zeiss JENA. 
The successful development of this sec- 
tor of production, being rich in tradition, 
led in 1982 to a new generation of micro- 
scopes under the designation of JENA- 
MIKROSKOPE 250-CF featuring 
parameters of highest optical precision. 
The new 1983 programme of universal 
microscopes will comprise the micro- 
scope series JENAMED, JENAVAL, 
JENALUMAR, and JENAPOL. 





JENAVAL microscope series 


The JENAMED transmitted-light micro- 
scope is suited, in the best possible way, 
for routine medical and biological exami- 
nations. This new microscope generation 
provides both more information at a 
glance and a more economical micro- 
scope technique. This is brought about by 
a new technological solution for the opti- 
cal and mechanical system as rep- 
resented by the auto-focussing dark-slide 
system and the fixed illumination, by the 
wide-field lens system for achromatically 
corrected fields of view up to 32 mm and 
by a novel, ergonomically appropriate de- 
sign of the control space. On offer are 
microscopes variable according to 
methods for laboratory and research 
routine work as well as training purposes, 
special-purpose microscopes for cytol- 
ogy, histology, hematology and fluores- 


cent incident-light excitation 
and a wide range of acces- 
sory equipment. 


The designation JENAVAL 
stands for a series of univer- 
sal transmitted-light micro- 
scopes for demanding micro- 
scopy varying with the 
method applied. Using an 
economical microscope 
method, this new microscope 
generation provides an easy 
and safe diagnosis with high 
information gain. Furthermore, JENAVAL 
represents an extensive programme of 
wide-field optical systems up to field-of- 
view number 32 with nosepiece-par- 
focalised objectives for a range of overall 
magnification between 6.3 and 2,000 and 
a field coverage of the object under 
examination of 25 mm as well as classic 
methods of optical contrasting with one 
convertible objective in the maximum- 
sized field. Further features are the high 
adaptability to the functions of illuminat- 
ing, guiding and imaging the object as well 
as the electronically based method for the 
evaluation of the object image. 


Exporter: 
DDR — 6900 Jena 
Carl-Zeiss-Strasse 1 


Telephone: 8 30 Telex: 5886242 





robotron 


There is better and 
easier typing with 
ROBOTRON 


The combine ROBOTRON is the sole de- 
veloper, manufacturer and exporter of 
data-processing equipment and office 
machinery in the GDR. More than 70,000 
workers, engineers, economists and sci- 
entists employed by the 19 enterprises 
associated with the combine perform 
creative work which is highly appreciated 
in this branch of industry both at home and 
abroad. Approximately 70% of the com- 
bine's final products are exported to about 
60 countries in the world. Services ren- 
dered by ROBOTRON also include, in ad- 
dition to the highly developed products, 
individual guidance of users and advice 
on projects, hardware installation and the 
training of experts. Every year 20,000 par- 
ticipants complete a great variety of 
courses in the training centre of ROBOT- 
RON, with the number of foreign particip- 
ants steadily growing. 


From the extensive sector of ROBOT- 


RON office machinery a traditional branch 
stands out that has contributed to the 
good reputation of advanced equipment 
in this field, namely the programme of 
typewriters. The wide range of ROBOT- 
RON typing equipment comprising a 
great variety of typewriters, has for many 
years been held in high esteem all over 
the world. The programme extends from 
the well-tried series of mechanical porta- 
ble ERIKA typewriters to electric- and 
electronic-typing equipment. This also in- 
cludes the sheet-fed Braille typewriter 
which has already been given repeated 
awards. 


Two new developments in the ROBOT- 
RON programme of typewriters are, 
among others, the S 2020 portable elec- 
tric typewriter and the S 6011 electronic 
typewriter. Special advantages for users 
in offices, at home and on journeys are the 
quiet running, the light touch and the con- 
venient keyboard of the S 2020 portable 
electric typewriter which, owing to the 
novel integrated-rhythm equalising, also 
ensures a harmonious and fine type-face 
for users unpracticed in typing. 


Much typing work which previously had to 
be done by a typist is now automatically 


handled by the S 6011 electronic typewri- 
ter. The control device is very easy to ope- 
rate. The very first typing trial leads to a 
good result. Electronic operations for text 
shaping, storage of formats and constant- 
text sections as well as easy correction 
are only some factors facilitating and 
speeding up typing. 


With its top product ROBOTRON S 6011, 
the ROBOTRON combine underlines its 
endeavours to make essential contribu- 
tions to progress in office-machinery en- 
gineering. It should by no means be left 
unmentioned that the range of typewriters 
turned out by VEB Kombinat ROBOT- 
RON includes also a great variety of 
keyboards, not only in English, French, 
Portuguese, Arabic, Spanish and Heb- 
rew, but also in Thai, Singhalese, Urdu 
and Bengali Well over 100 different 
keyboards take into account the re- 
quirements of users in all parts of the 
world. 


Exporter: 

Robotron Export-Import 

DDR — 1080 Berlin 
Friedrichstrasse 61 

Telephone: 2 00 03 11, 207 19 96 
Telex: 112311 
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Nearly two thirds of 
the international range 
of goods on offer 


The sales and service offer of VEB Kom- 
binat Medizin- und Labor-technik Leipzig 
and of the foreign trade enterprise IN- 
TERMED affiliated to it, comprises mobile 
clinics, doctors' and nurses' stations, re- 
habilitation centres, products of medical 
and laboratory engineering including 
radiological and biometrical engineering, 
complete laboratories for universities, col- 
leges and technical schools, equipment 
for vocational training. In the branch of in- 
stallations and equipment for public 
health service and education INTERMED 
supplies, all in all, about two thirds of the 
international range of articles. IN- 
TERMED's offer includes advice, plan- 
ning, project drawing, supply, erection 
and putting into service just as training 
and instruction of specialists, if desired. 


Among top products turned out by 


INTERMED are, for example, complete 
standard projects for the equipment of 
mobile clinics, doctors' and nurses' sta- 
tions for the basic medical care in rural 
districts, especially in temperate and trop- 
ical climates: 12 different variants are on 
offer. The turnkey building property in- 
cludes the outpatients' department with 
first-aid post, the departments of general 
medicine, surgery, paediatrics, gynaecol- 
ogy, stomatology, a clinical laboratory as 
well as a ward with 15 beds. Of course, 
the ward can also be enlarged to a greater 
number of beds as it is possible anyway to 
modify the range of medical or functional 
services. The mobile clinic can be fitted 
out with the most modern medical equip- 
ment from the GDR. INTERMED products 
are in successful operation in the public 
health services of Afghanistan, Algeria, 
Angola, Ghana, Iraq, Colombia and 
Nicaragua to mention only a few coun- 
tries. 


For the sector of education INTERMED 
provides a wide range of goods for all edu- 
cational levels beginning from pre-school 
education and ending with university 
training. The programme of supply ex- 
tends from the delivery of individual 







equipment through the supply of instruc- 


tional workshops to the export of turnkey. | : 


multiple-vocation — training centres: 


INTERMED provides a large assortment 4 
of supply, testing and measuring instru- <> 


ments, teaching aids, means of organisa- 
tion and working tools. In addition to the 
fitments, 
pedagogic know-how is also made ауайа- 
ble. Thus INTERMED supplies from one. 
source all services required for teaching « 
in complete training centres with smooth- 
functioning service facilities. p 


Evidence of the recognised quality of out- — 


fit and equipment delivered so far has _ 


been given, inter alia, by equipment for —— 
1,000 trade schools in Iraq, 800 schoolsin =: 


Ecuador, for universities and colleges in wu 


Brazil, Ecuador, Colombia and Syria; by 
training workshops for Ecuador, Colom- = 
bia, Nicaragua and Panama as well as. . 


turnkey vocational training centres sup- < 
plied to, among other countries, Mozam- © 


bique. 


Exporter: 

MLW intermed-export-import 
DDR — 1020 Berlin 
Schicklerstrasse 5/7 


Telephone: 214 80 Telex: 114 571 





For further details on the exports and 
services available from the German 
Democratic Republic and to establish 
business links, please contact: 


Embassy of the German Democratic 
Republic in the Republic of Indonesia 
— Commercial Section- 

Jalan Haji Agus Salim, 115 

P.O.B. 2252 

Jakarta / INDONESIA 

Telefon: 4 24 33, 4 54 41, 4 55 75 
Telegrams: HAVDINDO 

Telex: 46463 GERDEMI JKT 


Embassy of the German Democratic 
Republic in Malaysia 

— Commercial Section- 

2 A, Persiaran Gurney 

P.O.B. 2511 

Kuala Lumpur / MALAYSIA 

Telefon: 2 57 10, 8 87 79 

Telegrams: GERDEMREP 

Telex: 30311 GEDERE MA 


Embassy of the German Democratic 
Republic in the Republic of the 
Philippines — Commercial Section- 
1399 Campanilla Street, Dasmarinas 
Village, Makati 

Metro Manila / PHILIPPINES 

Telefon: 89 10 46-48 

Telegramme: DEDERFIL 

Telex: 64158 HPAFIL PN 
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Leipziger Messe 


4.-10.9. 1983 


Information and Fair Cards from: 


Fair Cards and information may be ob- 
tained from the agencies and repre- 
sentatives of the Leipziger Messeamt 
in 90 countries and at all frontier posts 
of the СОҢ. Further information from 
Leipziger Messeamt, DDR-7010 Leip- 
zig, Markt 11-15, Telex 512 294. 


The Door to the Stable 
Market of the Socialist 
Countries 


The developing countries of the world 

are welcome trade partners at the | 
Leipzig Fairs, and that is why they con- 
sider Leipzig the leading trade centre 
in the world. Here, they regularly meet 
representatives of all the member 
countries of CMEA and the GDR as 
the host country initiates, negotiates or 
concludes two thirds of her annual 
foreign trade turnover at the Fair. 


The wide-ranging yet well-planned dis- 
plays at the Fair, in which leading pro- 
ducers from all over the world take 
part, as well as expert lectures and 
technical presentations, give informa- 
tion about tested and new products, 
procedures, technologies and trends. 
This makes appraisals easy, decision- 
making fast and well-founded and 
creates an unrivalled foundation for 
trade. And in 1983 the Fair will have 
new dimensions, its theme being 
Programmed Productivity with Micro- 
electronics. 


Hundreds of thousands of visitors from... 


all continents are expected to.see for. - E | 
themselves what Leipzig has to offer. $3 


the appropriate vocational =: 









INFORMATION 


For further information please contact 
the mentioned exporters, our 
Embassies in Jakarta, Kuala Lumpur 
and Manila or the following firms 


Textile machines and plant of Textima 
Export — Import | 


INDONESIA 
Euroasiatic Jaya Р.Т, 
Jl. Hayam Wuruk 95 
Jakarta 

Tel.: 271551, 271552 
Telex: 42787 


P.T. Sintex Trading Company 

Jalan Gunung Sahari 2 No. 10 
Jakarta 

v Tel.: 350810, 360317 

5. Telex: 456166 Sintex ІА 


ОРТ, Inwood 

`7. Jalan Науат Wuruk 99 
с Jakarta Barat 

“Tel: 627147 

Telex: 41146 Inwood JA 


г PHILIPPINES 

г Equitable Inter-Comm. Co., inc. 
Cattleya Condominium 
v S/Floor room 310 
.... Salcedo St., Legaspi Village 
Макай, Metro Manila 


C. Шеѕ & Co. 
Gansemarkt 45 
2000 Hamburg 36 
Telex: 0211841 


SINGAPORE/MALAYSIA 
ooi Premac SDN, BHD 
Воот 401/402 Kwang Tung 


' Association Building 


744, Jalan Pudu 
_Kuala Lumpur 
Tel.: 21253, 299288 
Telex: Forex MA 30040 


THAILAND 

Elite Enterprise Co., Ltd. 

46/5 Soi Pramot 2 Mahaesak Road 
Bangkok 5 

Tel.: 2335953, 54 


Printing machines and plant of 
Polygraph Export — Import 


MALAYSIA 

interchem Toyo 

5 A, Jalan Barat 
Petaling Jaya Selangor 
Malaysia 


PHILIPPINES 

Suter Inc. 

7423 Yakal St., Makati P.O.Box 668 
3117 Metro Manila, Makati 


Electro-Graphics Corporation 
Suite 501 SMS Building 
Buendia Ave. Makati, 

Metro Manila 


THAILAND 

C. Brothers Ltd. Part 
735/6 — 8 Chula Soi 4 
Charoenphol, Bangkok 5 


SINGAPORE 

Interchem Toyo 

(S.E.A.) Ltd. 

No. 8, 10 Fan Yoong Road 
Jurong Town Singapore, 22 


Tool machines and tools of WMW 
Export — import 


SINGAPORE 

A, Johnson & Co. (S.E.A.) PTE. Ltd. 
RM 1507, 15th Floor 

Robina House 

1, Shenton Way Singapore 1 


Machines and plant for producing 
salad oil and lecitine of SKET Export — 
import 


INDONESIA 

Fa. Tópfer Intern. 

Wisma Cosopoie Jakarta 
Tel.: 320568 


SINGAPORE 

Fa. AC Tópfer Intern. Pvt. Ltd. 
24th Floor, Ocean Building 
Suite 2410 
Singapore 0104 
Tel.: 2208433 Telex: RS 24537 
MALAYSIA 

Fa. Laiman Corporation 

Senoitian Berlareat 

19th Floor, Oriental Plaza No. 3 
Laland Party Kuala Lumpur 


Diesel-electric generator sets and 
marine diesel engines of 
TechnoCommerz GmbH 


INDONESIA 
Euroasiatic Jaya P.T. 
Jl. Hayam Wuruk 95 
Jakarta 


G.P.P.T. Timur Jaya Raya Utama 
Ji. Pinantsia Timur 22 B 
Jakarta 


THAILAND 

Loxley Bangkok Ltd. 

Gpo. Box 214, 304 Suapa Road 
Bangkok 1 





SINGAPORE/MALAYSIA 
Jumabhoy R & Sons (Pte) Ltd. 
No. 9 Battery Road, 10-01 
Straits Trading Building, 
Singapore 0104 

Tel.: 912-511 


Machines and plant for foodstuff and 
luxury industries of Fortschritt 
Landmaschinen Export — Import 


THAILAND 

Tectrade Co., Ltd. 

5th Floor, Chongkolnee Building 

56 Surawongse Road 

Bangkok 

Tel.: 233-3078 

Telex: TH 81160, 82938, 81038 
Attn. Tectrade 233-3078 

Cable: TECTRADE BANGKOK 


INDONESIA/PHILIPPINES 
MALAYSIA/SINGAPORE 
Mapak Industrial (Pte) Ltd. 
Room 910, Tat Lee Building 63 
Market Street 

Singapore 0140 


Office computer and electronic 
accounting machines of Robotron 
Export — Import 


INDONESIA 

Fa. P.T. Cahaya Wijaya Pura 
Cantai BSB, Gedung S. Widjojo 
Jl. Jen Sudirman Cav. 57 
Senayan 

Jakarta 

Telex: bsb 46384 

Tel.: 586151 


THAILAND 

Fa. LMC Company Ltd. 
969 New Road, P.O.B. 991 
Bangkok 

Telex: lek bkk 81087 

Tel.: 2333820 


PHILIPPINES 

Fa. Datamation International Cooperation 
102 Aguirre St., Legaspi Village, 

Makati 

Metro Manila 

Telex: Isecor pu 64023 

Tel.: 8179218 


MALAYSIA 

Topfair Marketing (M) 
SDN, BHD 

Lot 319, 3rd Floor 
WISMA MPI 

Jalan Raja Chulan 
Kuala Lumpur 

Telex: RS 34545 
Tel.: 410460 
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ECONOMICS 


The present, but not the future 


Financial Institutions and Markets in 
the Far East edited by Michael T. 
Skully. MacMillan. No price given. 

The Economies of the Asean Coun- 
tries by Brian Wawn. Macmillan. No 
price given. 

THE eternal problem of producing books 
dealing principally with facts and figures is 
to make them readable as well as informa- 
tive. If the style is attractive, the analysis 
tends to be dismissed as superficial; if it is 
dry, the sheer effort of reading makes it 
difficult to remember the content. Neither 
of these books successfully bridges the 
gap, but then how many do? Issued as 
companion volumes by Macmillan; the 
two provide a sweeping and fairly up-to- 
date account of the economies of South- 
east Asia. 

Wawn surveys and analyses the 
economies of Indonesia, Malaysia, the 
Philippines, Singapore and Thailand and 
comes to no startling conclusions. The re- 
sources and government policies of the 
Asean countries mean that prospects look 
good, if there is steady economic growth 
in the West, external threats to the coun- 
tries are absent, and Asean governments 
continue to push through “necessary re- 
forms,” which he believes they will. 

Wawn provides maps, statistical tables, 
and thorough surveys detailing the ag- 
riculture, industry, economy and role of 


government in each country, rounded off 
with a performance assessment and a few 
cautious predictions resulting in a worthy 
and well-researched, if somewhat turgidly 
written, reference book. 

Skully’s study looks at the economies of 
China, Hongkong, Japan, South Korea 
and Taiwan through their financial institu- 
tions. Skully writes the sections on China 
and Hongkong and is jointly responsible 
for the section on Taiwan. As editor, he 
has ensured that Hiromitsu Ishi on Japan 
and Sang Woo Nam and Yung Chul Park 
on South Korea are presented in the same 
style and format. 

Skully provides brief histories of each 
country and goes on to describe in detail 
the workings, past and present, of its gov- 
ernment, banks, and non-banking finan- 
cial institutions before looking at trends 
and probable future developments in the 
economies of each country. Like Wawn he 
emphasises past and present fact, and re- 
mains as non-committal as possible about 
future possibilities — particularly in the 
case of Hongkong — in this well-re- 
searched work of reference. The book is 
somewhat more readable than The 
Economies of the Asean Countries, but 
again holds no surprises. For information 
on the financial machinery of the Far East, 
look no further —for an assessment of the 
region's future, look eslewhere: 

— ROBIN LYNAM 


Adam Smith rides again 


The Money Game by ‘Adam Smith.’ Vin- 
tage. US$3.95. 


"NOTHING," said John Maynard 
Keynes, “is so disastrous as a rational in- 
vestment policy in an irrational world,” 
and from this premise “Adam Smith” 
takes a quizzical look at the psychology of 
Wall Street. This edition of The Money 
Game appears 15 years after the first. And 
-though the names have dated, the be- 
haviour patterns have not, 
and most apply as much to 
any other stockmarket in 
the world as to Wall Street. 
The market, “Адат 
Smith" contends, is a game, 
and attracts gamblers. The 
purpose of the game is not 
to win or lose but to keep 
playing. Drawing on a col- 
lection of apocryphal but 
delightful Wall Street anec- 
dotes the author examines 
the systems of “Chartists,” 
*Random Walkers," com- 
puter analysts and amateur 
‘market psychologists, and 
concludes that the only per- 
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Keynes: an irrational world. 


manently viable approach is one based on 
crowd psychology. 

“Adam Smith” is clearly less interested 
in writing a commentary on Wall Street 
than in allowing free rein to an irreverent 
sense of humour, making the book largely 
a vehicle for a collection of humorous 
sketches. In the first chapter he writes of 
Keynes: “Here is an economist with. a 
sparkling style, something rare enough in 
itself." And a "sparkling style" is the main 
achievement of the book. 
How many other eco- 
nomists would use “What 
the hell is a random 
walk?" as a chapter 
heading? 

The Money Game is a 
refreshing and readable 
look at the humorous 
side of the stockmarket. 
If its lightness of tone 
often obscures its in- 
sights or leaves them 
undeveloped, that is not 
too high a price to pay 
for a book on the sub- 
ject which is enjoyable 
to read. RSR L, 




























Do-it-yourself — | 
in Tokyo 


Japan Unescorted. Japan Air 
US$2 


ж ^2 7 
Tokyo Shopping & Dining Guide. — 
Japan Air Lines. US$2. T. 
SUBTITLED “А practical guide to dis- | 
covering Japan on your own," Japan Un 
escorted is a slim, 150-page paperback 
packed with tips for travellers who wish to. 
find their way around the country at low 
cost but independently of tour groups. Itis _ 
recognised that despite the inundation of - 
the-globe by their products, the Japanese 
still tend to spend their lives regarding — 
foreigners as quite alien to their own. 
world. This leads to difficulties in relating. 
to them at all but the most formal 
levels. e 

The visitor anxious to break into thisin- - 
sulated preserve is given detailed tips on | 
what to expect at Japanese inns and res- 
taurants; he is also initiated into the mys- 
teries of travel by coach, or the maze ofal- — 
ternatives before him if he should try to - 
buy his own tickets at a railway | 
station. 7 

Prices quoted were valid in mid-1982. _ 
While 10 chapters are allocated to indi- 
vidual cities scattered throughout Japan, a 
third of the book covers the various d 
tricts of Tokyo. ^ 

Among the “do-it-yourself” recomr 
dations are instructions for saunte 
round the Ginza, Asakusa, Shinjuku a Ы 
Ueno areas of Tokyo (with appropriate | 
restaurant selections). It is pointed out 
that in the National Railway exit halls at 
Shinjuku Station, “through which pass. 
more than 1.3 million passengers per — 
day,” there is not a single sign in Roman - 
letters. T 

The hotels listed are all relatively low- - 
priced Japanese inns with convenient (but — 
not central) locations. The do-it-yourself - 
tourist is assumed to be budget- 
conscious. 

„As a supplement, this isa good standard _ 
guide, good value and cheap. Rely on it 
alone and you will get lost somewhere — 
but then everybody is always getting lost _ 
in Japan. ^ 

Less spartan in appearance, the Tokyo — 
Shopping & Dining Guide is well sub- — 
sidised and worth buying for its colourful — 
district maps alone. The departmentstore — 
list is particularly helpful as it mentions 11 
companies, which close on different days 
of the week. Colour pictures illustrate six — 
popular Japanese dishes, and selected res- —— — 
taurantsforsamplingthesearethoroughly — — 
described, without forgetting less adven- — 
turous palates hankering after Western — — 
meals. Thisisanexcellentintroductionfor _ 
a first brief visit to Tokyo. wk 
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China goes down under 


By David Bonavia and Robert Delfs 


— Hongkong: Despite a low political pro- 
— file, Chinese Premier Zhao Ziyang's plan- 
T ned visits to Australia and New Zealand in 
_ April are regarded as a major economic 

. initiative in which China may for the first 
— time participate in direct investment over- 
seas. 
— A Zhaois scheduled to arrive in New Zea- 
— land on April 13, leaving four days later 
for Australia, where he will be able to ac- 
-~ quaint himself with the new Labor Party 
. administration of Prime Minister Bob 
— Hawke. It was the former Labor govern- 
= ment of Gough Whitlam which opened 
. diplomatic relations with China in 1972. 
— Zhao has recently indicated interest in 
joint-venture participation in Australian 
- iron mines which could secure ore supplies 
for the huge, trouble-ridden Baoshan 

_ steel plant under construction near Shang- 

hai. China may also be interested in 
= alumina production in Australia and a 

... paper-pulp plant in New Zealand. If these 
— projects materialise, they would be the 
_ first Chinese industrial investments in 

= sovereign countries of the capitalist world. 

— China, however, has many direct and indi- 

.. rect investments in Hongkong and Macau. 

- . Zhao indicated his interest in Austra- 
- lian ore projects during a meeting on 
— March 16 with a visiting delegation of 

Australian media representatives headed 

— by newspaper executive Ranald Mac- 

i donald. Zhao was quoted as saying: ^We 

4 do not exclude the possibility of running 

_ joint ventures with other countries, so I 

— think we can explore this issue during my 
visit to Australia. I would like to discuss 

$ E ventures and joint exploration of 
. iron ore." Similar proposals have been 

= mooted in the past, but Zhao’s statement 
. is the most positive high-level indication 
_ so far that such a move may actually be im- 

JA minent. 

At first glance, the prospect of a re- 
source-rich but cash-poor underdeve- 
loped country investing in resource-ex- 
traction projects beyond its borders seems 
strange. China has extensive reserves of 
iron ore — estimated at 44 billion tonnes 
— and bauxite. Moreover, China is itself 
seeking large foreign investments in coal, 
oil and other resource-extraction projects 
to help finance its ambitious 20-year mod- 
ernisation plan. 

Despite its huge reserves, however, 
China still needs to import 7-9 million ton- 
nes of iron ore each year from Australia 

! and North Korea to supplement its own 

production of approximately 120 million 

tonnes of ore a year. Moreover, most 

Chinese ore is relatively low-grade (about 

30% iron content) and requires extensive 
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beneficiation before it can be used in mod- 
ern smelters. China still lags behind in in- 
stallation of pelletising facilities to pro- 
duce iron-ore concentrates, while higher- 
quality Australian ore can be used di- 
rectly. 

Given these limitations and the in- 
adequacy of China's internal transporta- 
tion system, the controversial decision to 
build a steel complex at Baoshan near 
Shanghai that would be dependent on im- 
ported ore made sense, according to a 
study of Baoshan by American expert 
Martin Weil, published in 1982. 

The first 3 million tonnes-a-year stage 
of the Baoshan steel plant was originally 
scheduled for completion in 1982 but was 
delayed when Stage II was indefinitely 
postponed owing to political opposition 
and the *readjustment" policies cutting 
back capital construction investment and 
heavy industry. 

Stage I is now scheduled to go into full 
operation by September 1985 and Zhao 
reportedly told Japanese envoy Susumu 
Nikaido in February that a decision had 
been made to proceed with Stage II as 
soon as Stage I is completed, though Ja- 


panese sources indicated that this phase 
may have been scaled down from the ori- 
ginal plans for a second 4,000 sq. ms blast 
furnace and a 4 million tonnes-a-year hot- 
strip mill. 

As the completion date for Baoshan I 
draws nearer, the value of long-term ar- 
rangements to secure access to high-qual- 
ity ore increases, By investing directly in 
Australian mines, China could assure 
supplies for both stages of the Baoshan 
plant with protection from future price 
fluctuations. 


oreover, the timing of Zhao's talks 

with Australian mining concerns 
could not be better — world recession has 
driven down steel demand and ore prices 
and Japan is stalling on a decision on whe- 
ther to participate in the development of a 
new iron-ore mine in the state of Western 
Australia. 

The importance of advance arrange- 
ments for Baoshan is also underlined by 
the surprising resurgence of steel demand 
in China in 1982. Steel output rose only 
4% last year to 37 million tonnes, but im- 
ports of steel and steel products from 





Sights set on 
the south 


New trade ties are 
likely to strengthen 
China's Australasia links 


Hongkong: While there is still some un- 
ease in Peking concerning the ruling Au- 
stralian Labor Party's policy over 
humanitarian aid to Vietnam, there is not 
much else wrong with present political re- 
lationships between China and both Aus- 
tralia and New Zealand. Indeed, Chinese 
Premier Zhao Ziyang's visit to the two 
countries in April is likely to result in in- 
creased trade. 

In addition to paper pulp, wool is high 
on China's shopping list in New Zealand, 
especially since the administration headed 
by Zhao and elder statesman Deng Xiao- 
ping has emphasised the need for better 
supplies of clothing, among other con- 
sumer goods, for the mass of the Chinese 
people. There are also possibilities for 
Chinese imports of high technology from 
Australasia, since such purchases from the 


United States too often get delayed or 
banned by American technology export 
controls. 

And by increasing its trade with Austra- 
lia and New Zealand, Peking can cock a 
snook at Washington, with which it is 
quarrelling not only about technology 
transfer but also about protectionist re- 
strictions on imports of Chinese textiles. 

Australia and New Zealand have pro- 
tectionist tendencies, but greatly in- 
creased purchases of their raw and semi- 
finished materials, machinery апа 
technology would enable China to put 
pressure on their governments to buy 
more Chinese goods. The New Zealand 
Government is reported to be pleased that 
Zhao's short trip will be divided roughly 
equally between New Zealand and Aus- 
tralia, since the tendency of many visitors 
to New Zealand is to skimp with their 
time, because of its smaller size and 
wealth. 

Neither Zhao nor anyone else has so far 
mentioned a figure for the proposed in- 
vestment in Australian ore, but judging by 
Japanese activity in the field, the pros- 
pects are impressive. The new tack in 
Chinese trade policy is also a useful move 
to shore up the position of Zhao and his 
patron, Deng, in any domestic debate 
about the merits of foreign trade. 
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Japan, buoyed by the recovery in heavy 
industry, rose to 2.9 million tonnes, an in- 
crease of 23% in value terms to 3323.5 
billion (US$1.3 billion). Japanese steel 
sales to China this year are expected to top 
the 1980 total of 3.4 million tonnes on the 
basis of preliminary orders for shipment in 
the first six months. 

There has also been speculation that 
China may be interested in Australian 
alumina, though there has been no confir- 
mation as yet from Chinese sources. This 
too would seem an odd proposition — 
China is a significant bauxite exporter 
with reserves of the order of 1 billion ton- 
nes. 

Expansion of aluminium production in 
China, however, has encountered prob- 
lems analogous to the shortage of high- 
grade iron ore or pelletising facilities in 
the iron and steel industry. China has im- 
ported large amounts of alumina through 
Japan in the past year to feed the Japan- 
ese-built 80,000 tonnes-a-year aluminium 
plant їп Guizhou, though that plant 
should become self-sufficient when an as- 
sociated alumina plant comes on stream 
later this year. 

China is reportedly discussing the pur- 
chase of used aluminium smelters with 
Mitsubishi and other Japanese concerns. 
Two projects — a 600 million tonnes-a- 
year bauxite-refining facility in Shanxi and 
a 2-300 million tonnes-a-year smelting 
facility in Gansu — may be the subject of 
formal inter-governmental talks within 
the year, according to the Japanese finan- 





cial newspaper Nihon Keizai Shimbun. 

Since the early 1970s, Japan has retired 
several sophisticated smelting plants 
which have become uneconomical to ope- 
rate because of high energy costs and de- 
pressed aluminium prices. Guaranteed ac- 
cess to Australian alumina could allow the 
Chinese to install used Japanese smelters 
in industrial centres where demand is 
highest before new alumina production 





This has been a controversial issue since 
the 1950s — one could even say the 1840s 
and earlier. The erstwhile radical leftists 
headed by Mao Zedong's widow, Jiang 
Qing, openly abused those who called for 
more foreign trade, especially imports of 
advanced technology. In the years 1975- 
76, such people were often called “slaves 
to things foreign.” 

Deng and Zhao are opposed to this 
economic xenophobia, but they were not 
above blaming the now-demoted former 
premier and party chairman, Hua 
Guofeng, for spending too extravagantly 
on grandiose imports of whole plants and 
ultra-modern equipment in the late 1970s, 
creating a foreign-trade deficit which has 
only now been corrected. 

Bureaucracy and irrational delays still 
plague China’s foreign-trade programme, 
and visiting Australian newspaper mag- 
nate Ranald Macdonald took the opportu- 
nity to remind his hosts of this in an ad- 
dress to the Chinese People’s Political 
Consultative Congress — a cosmetically 
“democratic” body composed largely of 
superannuated party leaders and United 
Front figureheads. 

“I have to say that dealing with China is 
hard — harder than any other country or 
region I know. Results come painfully 
slowly, and often not at all," the Austra- 
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lian businessman told the assembly. 
“When there are results, the economic re- 
ward is not necessarily any better than 
might be obtained in another country." 
He also pointed out that Australia has 
big business interests in Hongkong and 
that its businessmen needed to know more 
clearly what the future of the British-ad- 
ministered territory would be after expiry 
of the New Territories' lease in 1997. 
— DAVID BONAVIA 
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capacity comes on stream and without 
further taxing the already overloaded in- 
ternal railway network. 

Chinese investment in a New Zealand 
pulp plant is also a distinct possibility. 
New Zealand has been selling wood pulp 
to China for the past 10 years, but a big in- 
crease in shipments is hoped for as a result 
of Zhao’s visit. 

China’s total imports of pulp and waste 
paper soared 163% to US$188.3 million in 
1980 when the full extent of China's de- 
forestation problem was realised and 
domestic logging cut back — at the same 
time that newspaper and publishing indus- 
tries in China have experienced rapid ex- 
pansion. Sources said arrangements might 
include Chinese participation to the ex- 
tent of 5% in the funding of a large new 


pulp plant. 


» Brian Robins writes from Sydney: 
China's announced intention to seek di- 
rect equity in an iron-ore project in Aus- 
tralia could not have come at a better time 
for potential local producers. 

There are five potential new mines on 
the drawing boards and each of the pro- 
posals incorporates plans to offer substan- 
tial direct equity to the Japanese or other 
potential purchasers. The Japanese have 
been advising China on dealing with iron- 
ore producers, and given the Japanese 
preference for equity in new iron-ore pro- 
Jects, it was not surprising that the 
Chinese would become interested in such 
direct investment themselves. 

Initial indications are that the Chinese 
will be seeking to secure the supply of 
around 10 million tonnes of iron ore a 
year. However, corporate sources here 
are sceptical about the possibility of China 
buying into an Australian mine. They 
doubt that Chinese demand would be suf- 
ficient to justify development of a new 
mine, reckoning that base demand well 
above 10 million tonnes a year would be 
needed, particularly given the limitations 
on additional markets. 

Of key interest to the Australian pro- 
ducers is whether the Chinese will team up 
with the Japanese in future ore-price 
negotiations, or act independently. 

CSR Ltd is proposing the development 
of its Yandicoogina iron-ore deposit, BHP 
has the Deepdale deposit, CRA in 
partnership with Hancock and Wright 
holds the Marandoo deposit, Cliffs Robe 
River has the West Angelas deposit while 
MIM, Utah and Consolidated Goldfields 
have the Area C deposit. 

A key consideration among these sites 
will be the degree of existing foreign own- 
ership in each consortium. Under existing 
foreign-equity regulations, Australian 
Ownership in any new resource project 
must be 50%. The Labor government has 
yet to indicate whether there will be any 
hardening of its attitude towards foreign 
ownership of domestic resources projects, 
though this is considered unlikely. 

Of the five possibilities, BHP’s Deep- 
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dale and CSR's Yandicoogina are there- 


fore considered the front runners in terms 
of government equity limitations, since 
both BHP and CSR are Australian- 
owned. Each of the other proposals incor- 
porated a substantial degree of foreign 
ownership, which would restrict their flex- 
ibility in offering new equity to the 
Chinese. 

In the initial round of discussions with 
the Japanese steel mills, BHP indicated it 
was prepared to offer a 35% equity share 
while CSR was considering around 30%. 
Sources said that CSR might have been 
keeping its options open with regard to of- 
fering further equity to other overseas 
groups. The Deepdale deposit has esti- 
mated proven reserves of 500 million ton- 
nes of ore, while Yandicoogina is esti- 
mated at 443 million tonnes. Both have 
substantial probable and inferred re- 
serves. 


I early 1981, CSR estimated that it 
would cost A$815 million (US$700 mil- 
lion) to develop its Yandicoogina deposit 
to an annual output capacity of about 20 
million tonnes. The estimated construc- 
tion cost of the Deepdale mine is approxi- 
mately A$600 million. However, of the 
two, it was expected that Yandicoogina 
would have a lower operating cost. 
Chinese officials have already studied 
closely some aspects of the Australian 
iron-ore industry and in early 1981 two of- 
ficials spent some time observing the port 
and loading facilities in Western Austra- 


lia. At present, port facilities limit ship ca- 


pacity to about 140,000 dwt, though the 
state government has a committee review- 
ing the overall infrastructural limitations 
of the Pilbara port with a view to position- 
ing the industry for the 1990s. 

A key recommendation is expected to 
be a deepening of the present port capa- 
city, to enable the handling of ships of u 
to about 250,000 dwt. Beilun, the new har 
bour near Shanghai which was built to 
handle iron-ore imports for Baoshan, can 
accommodate ore carriers of up to 100,000 
dwt. 

At present about 70% of Australia’s 
iron-ore exports are shipped to Japanese 
consumers. Producers would like to re- 
duce their dependency on the Japanese 
who now are capable of playing off com- 
peting producers to gain maximum price 
advantage. 

Japanese support to new mine develop- 
ments in Brazil and Australia’s dwindling 
share of the suppliers’ market are also 
sources of concern. Some Australian min- 
ing interests have also viewed with envy 
the Cliffs Robe River joint venture, with 
35% Japanese equity, which in recent 
years has maintained high shipments, 
while the stockpiles of other producers 
continue to grow. 

Only recently, directors of Hamersley 
Holdings, operator of the Tom Price and 
Paraburdoo mines, estimated that as of 
December 31, 1982, it held 13.4 million 
tonnes in inventory — enough for six 
months of normal sales. In 1982, ship- 
ments of iron ore stood at 28.3 million ton- 
nes — only 60% of installed capacity. 


ш v 2x " M? TOM A 17 + y т т ТОНУ Г ЧЕ rv m p TO 


A dumpers’ charter 


Some exporters are taking advantage of India's IMF-prescribed 
liberal import policies to offload surplus goods 


By Mohan Ram 
New Delhi: India's efforts to liberalise its 
imports — an International Monetary 
Fund prescription — have begun hurting 
several sectors of the economy and adding 
to the foreign-exchange drain. A regime 
of liberalised imports was initiated in 1978 
when India had ample foreign-exchange 
reserves (Rs 2.86 billion [US$287.4 mil- 
lion] in 1976-77, rising to Rs 4.5 billion in 
1977-78). But when they began falling 
(from Rs 5.2 billion in 1978-79 to Rs 4.82 
billion in 1980-81) New Delhi was forced 
to seek a loan of 5 billion special drawing 
rights, or SDRs (US$5.4 billion) from the 
IMF asa three-year cushion to enable a re- 
structuring of its exports: 

One of the conditions was that “the im- 
port policy for 1982-83 and 1983-84 will 
contain significant steps aimed at liberalis- 


reat. 





Weaving synthetic fibre: imports are a 


ing imports where appropriate in the in- 
terest of economic efficiency." The Com- 
merce Ministry denies that the continua- 
tion of the 1978 policy has anything to do 
with the IMF. It is defended as a means of 
stepping up processed exports and bring- 
ing about efficiency in domestic produc- 
tion. 

Trade bodies maintain that the policy 
has resulted in virtual dumping in certain 
areas by countries hit by recession. Soda 
ash, polyester staple fibre, rayon-grade 
pulp, polyvinyl resin, dyestuffs and spe- 
cial steels are among the areas cited. 

Soda ash cost Rs 1,700 a tonne, ex-fac- 
tory, in January 1982. The price dropped 
to Rs 1,500 a tonne in six months and 
stabilised at that level. But the domestic 
industry was badly hit. The complaint is 
that Bulgaria, unable to export soda ash to 
the West, has been dumping it in India at 
US$80 a tonne against the normal import 
quotation of US$220 a tonne. Domestic 


production was 540,000 tonnes in 1980 
and 641,000 tonnes in 1981 and the pro- 
jected output for 1982 was 720,000 tonnes 
against an estimated demand of 680,000 
tonnes, 

India's five production units together 
produced 24,717 tonnes of polyester fibre 
in 1981. Production in the first six months 
of 1982 was about the same as during the 
first half of 1981. Domestic output has 
been sufficient to meet demand, but im- 
ports totalling 4,000 tonnes were con- 
tracted in 1982 against 2,700 tonnes in 
1981 and 5,000 tonnes in 1980. Foreign ex- 
porters have been drastically reducing the 
price, from US$1.95 a kg. (including 
freight to Bombay) at the beginning of 
1982 to US$1.38 a kg. by the end of the 
year. Even with 165% import duty, 
foreign fibre is still cheaper than 
the domestic product. 

In the case of rayon-grade 
pulp, trade circles maintain that 
the imported price, inclusive of 
all imposts, is Rs 8,820 a tonne. 
The installed capacity is 212,000 
tonnes and production in 1981 
was 138,000 tonnes, which could 
meet the entire domestic de- 
mand. 

The five units manufacturing 
polyvinyl resin have an installed 
capacity of 93,000 tonnes against 
a demand of 100,000 tonnes. A 
new unit with 55,000 tonnes ca- 
pacity is to be commissioned 
shortly. But imports have been 
liberal, with the price falling 
from Rs 10,500 a tonne to Rs 
8,100 a tonne in the course of 
1982. A similar situation obtains 
with regard to viscose staple 
fibre and special steels. 

Even if imports did not hurt local indus- 
try, there would have been less cause for 
concern if exports were growing at a suffi- 
ciently high rate to narrow the trade de- 
ficit, now running at an annual level of 
more than Rs 5 billion. Despite an adverse 
global trading environment, an export 
target of Rs 8.65 billion was set for April 
1982-March 1983 and this, if it has been 
realised, would represent an 11% increase 
over the previous year's exports. 

The trade deficit is likely to be around 
Rs 5.40 billion in 1982-83, lower than the 
1981-82 gap of Rs 5.79 billion and 1980- 
8I's Rs 5.81 billion. Invisibles, especially 
remittances, can cover only a part of this 
gap. To compound the payments difficul- 
ties, the problem of servicing debt will 
grow after 1984-85 when repayments will 
have to begin on the IMF credit and some 
of the commercial loans taken at high in- 
terest rates. Uu 
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Japanese саг plant: a new agreement eases friction. 





TRADE 


А few steps further 


Tensions between Japan and its Western artners have eased 
slightly but Washington is now attacking from a new angle 


By Mike Tharp 

Tokyo: Japan's trade friction with its 
major trading partners seems to have 
eased considerably, based on the govern- 
ment's recent agreements to curb exports 
of its most highly visible commodities — 
cars and videotape-recorders — to the 
United States and Western Europe. But 
the Japanese remain in the eye of the pro- 
tectionist storm. 

Although some irritants have been as- 
suaged, the impression remains strong in 
both Washington and Brussels that 
Japan's market is still unfairly closed to in- 
dustrial and agricultural products from its 
trading partners. The American side, in 
particular, has begun to attack what it sees 
as the basic problem in the trade im- 
balance — Japanese industrial policies. 

Speaking on March 15 at a Connecticut 
symposium, Clyde Prestowitz, assistant 
secretary of international economic policy 
in the US Commerce Department, re- 
peated a charge fast becoming the signa- 
ture theme in the trade policy of the ad- 
ministration of US President Ronald 
Reagan — that by coordinating industry's 
trade efforts and supporting develop- 
ment, the Japanese have seized the advan- 
tage over other countries' industries. 

Prestowitz added that, for example, 
Japan's machine-tool industry has re- 
ceived support from the government in 
the form of laws, export cartels and sub- 
sidies. “It has had a devastating effect on 
industry here and in Europe," he said. 

From the US Government point of 


view, the recent approach is understand- 
able. Despite signs of a mild economic re- 
covery, American industry continues to 
lag behind several Japanese sectors in in- 
ternational competitiveness. Unemploy- 
ment hovers above 10% and there is little 
chance that many US workers in so-called 
smokestack industries will ever be re-em- 
ployed in their former jobs in cars, steel 
and related supply fields. Japanese domi- 
nance in such areas as vehicles, steel, 64K- 
RAM semiconductors and machine tools 
has led many US policymakers to resort to 
any tactic that will provide relief to be- 
leaguered Americans. 

Reagan himself remains publicly com- 
mitted to the free-trade philosophy, and 
many of his harder-line appointees re- 
sponsible for trade policy have been trying 
new methods of pressuring Tokyo without 
violating the letter of their leader's law. 
There seem to be three key elements in 
their approach: 

» Criticism of Japanese industrial policy, 
including allegations of Japan's targeting 
of certain industrial sectors for special 
support and protection, as well as a review 
of Japanese policies that might violate US 
anti-trust laws. 

» Constant pressure on Tokyo to open its 
industrial and agricultural markets still 
wider to provide more business oppor- 
tunities for foreigners. 

» Recommendations that the Japanese 
authorities liberalise capital markets in 
order to promote the appreciation of the 








yen, whose imbalance against the US dol- 
lar has been widely cited as the main factor 
affecting bilateral trade. 

The last two courses of action, particu- 
larly market-opening demands, have 
yielded tangible results. In the past year, 
the Japanese Government has taken a 
series of steps designed to remove formal 
and informal barriers to foreign goods 
(REVIEW, Feb. 5 and June 4, '82). Aver- 
age tariffs on industrial products are at or 
below the level of those in the US and the 
European Economic Community. At 
least as important, there appears to have 
been a political commitment made by 
senior Japanese bureaucrats and some 
Liberal Democratic Party politicians to 
maintain this liberalisation process. 

Citing these and other developments, 
Kent Calder, a lecturer in government at 
Harvard University, wrote in Foreign Po- 
licy magazine last year: “These and other 
significant long-run changes in the domes- 
tic Japanese economy have made Japan, 
for all its complex remaining non-tariff 
barriers, the only major industrial nation 
moving further away from rather than 
closer to protectionism." 

Other recent studies support that view. 
Two of the most thoughtful and com- 
prehensive are a report, Japan Business: 
Obstacles and Opportunities, completed 
in February by McKinsey and Co., the US 
consulting firm, for the US-Japan Trade 
Study Group, and an October 1982 study 
by the Hudson Institute, Japanese Indus- 
trial Development Policies in the 1980s. 

The McKinsey report weakens severely 
many of the arguments presented by those 
US trade officials who, during the past two 
years, have railed at the closed nature of 
the Japanese market. “Evidence suggests 
that exporters and investors are being 
needlessly discouraged by misleading as- 
sumptions about Japan's business prowess 
and domestic-market entry problems," 
the report states. 


he report is even more trenchant in de- 

bunking another pet theory of Reagan 
administration trade officials — the *un- 
fairness" of Japanese policies. “Real and 
significant barriers to success in many cases 
have stemmed from a foreign corpora- 
tion's failure or inability to recognise and 
accommodate the Japanese market's inor- 
dinate size, depth, complexity, special 
needs and conditions and traditional Ja- 
panese business customs, practices and 
approaches to business relations," it said. 

Faneuil Adams, chairman of Mobil 
Sekiyu and one of the report's strongest 
advocates during its year of preparation, 
said many of the public statements by US 
Government officials have tended “to per- 
petuate in the US this growing atmos- 
phere of bitterness. It makes it seem to 
someone not knowing Japan that it's an 
impossible place to do business." 

Funded by the US Trade Representa- 
tive's office and the Departments of State 
and Commerce, the study by three Hud- 
son Institute staff members seriously chal- 
lenges the effectiveness of any concerted 
US Government action against Japanese 
industrial policies. Rather than attempt- 
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ce on March 18 that J apanese jndus- 
I policies are no longer working as ef- 
zely as they once did and that attacks 
em were counter-productive. . 

A recent controversy with Washington 
procurement policies illus- 
ortünate habit the two sides 
lave of talking past each other. The issue 
oncerns Nippon Telegraph and Tele- 
hone Public Corp. (NTT), the Japanese 
ommunications monopoly, and its stance 
_over the ability of foreign telecommunica- 


















formal opinion among. Hongkong's 
nufacturers is that the worst of the re- 
cession is over, at least as far as domestic 
Xports — which fell 3% in 1982 — are 
concerned. However, the. statistical evi- 
ifor any revival (which always lags 
the event) is still scant. -Expecta- 
гоЁ recovery in American consumer 
ending may be running ahead of the ac- 
ent. 
But there is a degree of confidence that 
upturn in the United States is real and 
t a still strong US currency combined 
th a weak Hongkong dollar puts the ter- 
тогу in a strong position to take fullest 
advantage of an upturn. 

However, other markets remain de- 
ressed. No early rise in demand from 


ms fell 4% in 1982 — is expected. at 
east until mid-year. The British market, 
which was even weaker in 1982 (exports 
ell 10%), remains problematic — though 
modest gross domestic product growth is 
expected in 1983, the weakness .of the 
pound has eroded import .competitive- 
“ness. 
Among second-tier markets, Canada 
“should follow the US upturn, but probably 
.only after a significant delay; the Austra- 
lian market appeared to be worsening as 
consumer spending power fell and the cur- 
4,rencygwas devalued; Southeast Asian mar- 
kets remained affected by low commodity 
г prices, as did the Middle East and Africa. 
*. So more than ever Hongkong needs 





covery.. For the three months. ended 
January, domestic exports: were up 4.4% 


pian both in exports an тр rts after.a 
very bad final quarter of 1982. The import 
‘rise suggests a lengthening of order books. 
However, currency movements and the 
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est Germany — where sales in real. 


North American and West European re- | 









gover 


| negotiations: In 
| reed on an objective = 


procurement processes to US firms — and 


key, often highly technical bargaining to 
fashion a detailed settlement." As a re-, 






sult, NTT president Hisao Shinto told re- 


porters in February, the corporation has 
doubled the amount of its purchases from 
overseas сотрапі 


in the financial year ending March 31 and 
Shinto projected a further doubling in the 
next financial year. 

However, only 10:days before Shinto 
spoke, US Trade Representative William 


timing of the Lunar New Year holiday 
mean the January statistics required 
cautious interpretation. There were also 
some brighter prospects for growthrin the 
re-export trade, which had dropped to 
zero in.1982. Chinese imports seemed 
likely to start rising again — though 
growth in the Shenzhen special economic 


zone has slowed markedly, 


` For the year as a whole, Financial 
Secretary John Bremridge forecast 5% 
growth in domestic exports leading ап 
overall GDP. growth of 4%. (REVIEW, 
Mar. 10). But most of the export E 
sion is likely to be seen. in the second half 

owing both to. the timing of the US fe- 
covery and the fact that the second half of 
1982 was especially weak. | 


hile the economy as a wholë awaited | 


an export-led upturn, the only signi- 
ficat factor sustaining overall demand on 
a relatively even keel was the public sector 


where consumption spending rose 8% and 
capital spending 25% in 1982: For. this 


year, however, public capital Spending 
will be kept. on a tighter leash. Govern- 
ment consumption-grówth is targeted: to 
slow to 6% but will still grow faster than 
private consumption or private invest- 
ment. To try to encourage investment in 
the uncertain political and economic cli- 


mate, most banks began to offer 20-year | 


mortgages on purchases of flats and some, 

including the Hongkong and Shanghai 
Bank and the Bank of China, promised 
more help for small industries. 

However, both the property and finan- 
cial markets remained clouded by the 
severe problems of several major groups 
and the collapse of several deposit-taking 
companies. Domestic credit growth 
slowed to 3.5% in the three months ended 
January, Meanwhile, the Hongkong dol- 
lar M3 deposit base continues to increase 





then “proceeded over.20 months of low- . 


each of the past two . 
years. They totalled nearly US$40 million 
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ome hints of recovery 





jre-slowly than loans, reflecting some 





. cial market forces th: 


which is a matter of increasing concern to 
the US and to me." 
“But Shinto, a former shipbuilding-com- 


pany president, vigorously defended the 


agreement and NTT's implementation of 
its terms. Maintaining that NTT had done 


„even more than required by the pact, the 
"company's president said he believed that 


*we have. been pressured with some kind 


: of political pressure, and this is most re- 


grettable to me.” He indicated that US 
firms are not comi ve with Japanese ri- 
vals in price and t officials focused 
only on sales resu ot on commer- 
o' affect NTT's 










purchases. 


















































shift by both depositors апа borrowers 
into other currencies. However, Hong- 
kong dollar МЗ did rise 3% in the period 
after having slipped slightly between 
January-October 1982. 

“The: currency was. relatively steady 
against the US dollar at around HK$6.50- 


| 6.70-to US$1 but оп a trade-weighted 


average it declined 1%. Although the cur- 


-rent account of the balance of payments 
continued to look quite healthy, it was be- 


“| stockmarket rebound which pushed the 


lieved that local residents continued to ex- 
port substantial amounts of capital. 
Against this flow, the government re- 
patriated some fiscal reserves to meet its 
deficits, and early this year there was a 
substantial inflow of portfolio investment 
Which. was the. principal factor. in a 


Hang Seng Index up from around 750 іп 
mid-December 1982 to above the 1,000 
mark by late February, before. slipping 
back. 

The rateof consumer-price increases 
‘continued to fall despite the effect of the 
decline of the Hongkong dollar. The 
January index was up 8% опа year. earlier 
and less than 1% up onthree months. This 
was the first time in three years that the 
annual rate was in single figüres. How- 
ever, even if the rate for the whole year 


- falls below the budget forecast of 9%, the 


underlying rate remains significantly 
above that of most of Hongkong's leading 
trading partners. А further upward shove 
“was given by heavy indirect tax increases 
in the February budget. These were likely 
to cut into real wages, already tending to 
slip behind price rises, 

Interest rates; on the other hand, re- 
main at very low. Teal levels, in contrást to 
those overseas. The. best lending rate 
came down in.two steps to 10.5% from a 
late November 1982 level of 12% , roughly 
‘in line with US rates despite Hongkong’ s 
higher inflation rate.. Allowing local rates 
io fall in line with US. dollar rates was 
another reason for the very slow grows in 
Hongkong dollar deposits. 

— PHILIP BOWRING 
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Theinternational 
bankingservices 
you expect, 


Corporations doing business with 
us benefit from dealing with an inter- 
nationally integrated commercial and 
merchant bank. 

We help you trade through our 
network of branches spanning the world's 
main trade routes. We provide the 
finance, settle payments across the 
exchanges, handle the documents and 
keep you informed. 

When you need domestic banking 
overseas, turn to us for a first class 
service. We are experienced, and have 
one of the widest ranges of local 
currency available from an international 
bank. 

Through our experts in the inter- 
national banking centres, you gain 
access to their markets for syndicated 
eurocurrency lending and eurobonds. 

If you are promoting a major capital 








fromasingle 
integrated source 
-Lloyds Bank 


project, come to us for the design of 
finance and assembly of funds. We can 
handle the most complex international 
financing schemes. 

When we work together ona financing 
problem, you will find our professional 
advice realistic and responsible, our 
solutions precise and perceptive. 

An integrated approach internation- 
ally sets us apart. 

Wherever you deal with us you lock 
into a geographic network and range of 
services matching the best; you tap a 
fund of expertise and reserve of know- 
ledge second to none; you secure 
the fast and sure response that 
gives you the edge. 
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Announcing the arrival of Thais new word. Bigger. Wider. More comfortable. 
Royal Executive Class. | i 55 Not surprisingly, we 

Designed to improve needed more room to put them. 
Business Class, we started out So we created two 
where a passenger spends spacious areas. One located 
most of his journey. - upstairs where the First 

On his seat. UY y Class lounge used to be 

The result, on our The other downstairs 
747 Jumbos, is a First Class with only twenty-four seats 
seat in every sense of the — ——i instead of thirty-five. 





ness С a 
to m. 


БА 





A 





—— m 4 n. a 
Sy eS M se Ra A 


í 3 
A CEE s y 


This means the йе: is not only 
wider, but theres considerably more space 
between your seat and the one in front. 

Catching forty winks is 
also easier because the new seat | 
reclines a full twenty inches. 

Enough on seating. 

On to eating. Part of any great ў 
service is serving great food. — 

In Royal Executive Class 
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we go one better and give you a choice 
of menus. 
So now you can choose between 


the Chicken Legs and the Beef Stroganoff. 
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Served on elegant china with fine cutlery 
and table linen. 

Other niceties in the air include a 
selection of excellent wines and liqueurs, 
cheeseboards and baskets of tropical fruit, 
electronic headsets for your ears and 
comfort socks for your feet. 





On the ground we offer speedy check- 
in at special Royal Executive Class counters 
plus lounge facilities at most airports. 

What's more, all this can be enjoyed 
for just the full economy fare, or a little 
more on certain intercontinental routes. 

Royal Executive Class is also available 
on our DC10 flights to the Middle East 
and our A300 [| routes throughout the Orient. 
So even if you change planes, you 

start and finish your 

journey in style. 

Forthe ultimate in 
Business Class, fly Thai's 
Royal Executive Class. 
We think you'll 

appreciate it from top 
to bottom. 
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cut to 
trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
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Fall and rise of a chameleon 


The high-flier that became known as 'Plummet Bhd' is 
aiming high again — and still changing corporate coats 


By Patrick Smith 


Singapore: Promet Bhd has never suf- 
fered from lack of attention. Chameleon- 
like, it has moved from one sector of the 
offshore oil-service. industry to another 
since it was founded їп 1971, averaging 
compounded growth in pre-tax profits. of 
40% a year over the past decade. Then,:as 
one of the high-flying stocks of the 1981 
bull market, Promet led the market down 
in late June of that year — and became 
known as "Plummet Bhd" for a time. 

Even now, a Malaysian analyst refers to 
the company — along with its vibrant, en- 
trepreneurial managing director, Brian 
Chang — as a kind of DeLorean of South- 
east Asia: a company full of verve and am- 
bition, but one that has at times left inves- 
tors and analysts wondering just how 
realistic its ambitions were. 

Most of the market's concerns, have 
centred on Promet's ability to meet its 
capital commitments. "I saw an over- 
stretched company, in the manner of 
Dome Petroleum," said one analyst who 
has followed Promet closely. Indeed, the 
market in 1982 was rife with rumour about 
a required issue of new shares. Other ob- 
servers believed Promet would publicly 











float or sell some of its most promising di- 
visions. On. the operating side, industry 
sources said the company would begin to 
suffer a shortage of technical and manage- 
ment expertise — and be forced into pro- 
fit-eating joint ventures with larger over- 
seas firms. 

These concerns were never more evi- 
dent than late last year, as Promet had 
begun to take another quantum leap in its 
brief history. A latecomer to the oil-rig 
fabrication business, Promet had grown to 
become the leader among Singapore's 
four major rig-builders by 1981 — only to 
decide that the industry in Singapore was 
in for.a more-or-less permanent decline. 

Chang's solution was to transmute the 
company into what it is only now becom- 
ing in terms of: profit generation: a con- 
struction, property-development, mining 
and diversified marine-engineering con- 
cern with a significant new presence in 
Malaysia. Add to this Chang's most am- 
bitious undertaking to date: an oil-explo- 
ration programme in Indonesia, Malaysia 
and China intended, as one company offi- 
cial said, "to make Promet Asean's first 
significant international oil company." 









































| shares to Fawanis Sdn Bhd, the inves 









































Hence the questions. Promet answ re 
them, to the surprise of many analys 
going to neither the market nor the bank: 
In December 1982, Chang announce 
40.3 million share subscription by the 
London-based Kuwait Investment Office 
at M$2.92 (US$1.28) a share, along witha: 
similarly priced issue of 21 million new 


ment arm of Promet's Malaysian chai 
man, Tan Sri Ibrahim Mohamed. Т 
cash injection over the next 18 montlis is 
to be M$179 million. 2 

“A. deal of that scale, at that price 
with those people must be seen as a maj 
coup — and enhance one's view of t 
management," an overseas analyst s; 
Indeed, this source had one month earlier 
predicted a publicly offered share issue of 
M$200 million if the company was to meet 
its foreseeable cash requirements. 


number of other influential analysts 

have changed their minds since. th 
Kuwaitis bought in. Perhaps because: 
revived institutional interest, the shar 
price has climbed nearly 50% over th 
past few weeks. On March 18, Promet äi 
nounced its results for 1982: pre-tax pro- 
fits were up 57% from 1981, to M$65.7 
million, on a 17% fall in revenues,’ 
M$307.2 million, The Singapore shipyar 
company officials indicated, is respons; 
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ov 
g to air and marine tr: nsportation 
ffshore шаш "Turnover in 
3 million (US$1.45 

‘about: 5% of rë- 


the company was then called, tó 

Matheson (Southeast Asia). Two 

er the company moved into its 24 

ion yard’ (and current head- 

arters) on Singapore’s west coast: It was 

ing this move that Promet grew into 

ie rig business, delivering its first (of 15) 

979. The company also moved. into 

nstruction of jetties, dredges, barges 

and other items of advanced marine equip- 
ment. 


Phe first hint of Promet's future direc- 
| tion came іп 1979, when Chang bought 
k his 40% interest as part of a 14-com- 

ny  divestiture programme еп 
unched by Jardine. Partly to maintain 
e company's capital base, Chang sub- 
ntly sold a 2696 share to Ferrostaal; 
est German plant-engineering and 


turnkey basis. Although Promet is now 
idding on several projects with Ferro- 


iuse Promet has been too busy with its 


seat on Promet" S enlarged 10-member 
board. 
But Promet's first substantial move 
iy from the waterfront came in 1980, 
vhen Chang launched à complex takeover 
of Bovis Southeast Asia, a. loss-making 


construction concern. Through its holding 
company, Chang gained control of 80% ‘of 
‘Bovis’ shares, and immediately placed 
30% of them with Fawanis. In June 1981, 




























agement company that functions on a ` 
staal, nothing has yet come of the link =; 
hiefly, corporate officers: indicate, be- : 


rine. work. Ferrostaal's interest has. 
ом been reduced to 4%, but it will retain © 





Malaysian affiliate of the British-based . 


what his company is doing now is not 
nearly so important as what he wants it to 
do in the medium and long term. Since he 
left his marine-equipment marketing job 


to form Promet Pte. Ltd in 1971, it could 


be argued that the 39-year-old managing 
director has had a single preoccupation: 
“Understanding the marketplace," as he 
says, and being in the right placeinit at the 
right time. 

Long-term planning is thus accorded a 
high priority at Promet and is something 


.of a hallmark of the group's management 


style. Within this context, however, future 
strategy is very much the preserve of the 
managing director — who took the phrase 
"progressive methods" and contracted it 
into his company's name. *We have to be 
progressive, we have {0 Бе on tthe гип,” 


Chàng injected Promet Pte. SERE 


and changed the restructured | company’ 5 


name to Promet Bhd. 

At.a stroke; Chang thus laid the 
groundwork | for the company’s current 
shift in emphasis. Long concerned w 
the highly cyclical nature of thé oil 
iness, Promet gained a new [ l 
property development; construction and 
building materials. The Bovis takeover 
also gave the company an asset base in 
Malaysia and a public listing on the Kuala 
Lumpur ahd Singapore stock exchanges. 





Ву transferring a third of shares, to 
Fawanis, Chang also satisfied Malaysia's: 


local-participation . requirements under. 


the New Economic Policy. Fawanis’ те- 
cent share purchase was intended chiefly: 


to maintain the bumiputras’ (indigenous 
people's) stake at the required level. 

‚ Chang says he has no intention. of leav- 
ing either the rig business or Singapore, 


despite the company’s obvious drift into: | 


Malaysia. “The rig business is something 
much closer to my heart than that,” he in- 
sisted in a recent interview. At the same 


| time it is well.understood that 1982 will 


mark the peak coritribution to profit by 


"the Singapore marine divisions. “The rig 


business will probably drop to che of our 


PROMET'S SHARE PRICE - 


End-otmonth closings 





REVICWHART by Fork Тат 


‘Chang says by way of explanation. “We 
have to take something and learn how to 


t is easy to-form an impression in any | 
conversation’ with Brian» Chang that. 











do it better.” 

Indeed, Chang: appears to bea master at 
building on th 
own personal ici: Born in South Af- 
tica and graduating from London Univer- 
sity i in 1965, Chang then ‘assumed a succes- 
sion of jobs i in Asia with Mobil Oil, Vos- 
per Thornycroft and Far East Shipbuild- 
ing (now Far East-Levingston). Thé expo- 
sure afforded by. these positions was in- 
strumental in. ducing Promet’s early 
successes. 2 

Now Chang views the group's future as 
resting firmly on ipi two legs blocks it 















business by the end of the decade,” Chang 
acknowledged. 

In its place Chang has assembled an 
array of new subsidiaries that will begin 
contributing significantly to the group this 
year. “We want to rise with the market, 
wherever the market is," Chang says, 
“rather than hang on to an industry an 
chase it up and down like a roller coaster.” 
The strategy is thus to keep the: company 
highly flexible — or fast and loose, critics 






> would argue — while remaining rooted in 


the areas of Promet's technical expertise. 
The main components: 

» In 1982, Promet's fabrication yards in 
Singapore contributed roughly 60% of 
pre-tax profits. There are now three rigs 
under construction for d in 1984, 


from next year’ 8 fist quarter onwards. 
Unbilled business now totals about S$150 
million. The main yard's activities include 
a number of associated companies as well 
as Promet's small, traditional operations 
such “as shotblasting. The latter contri- 
buted about S$1 million to 1982 profits. 
Continued investment in the Singapore 
yard has kept it highly flexible and contri- 


` buted greatly to gains in productivity. In 


the future, company officials indicate, the 
yard. will be used to handle the group's 
more advanced technical projects. 

The adjacent Asia-Pacific Shipyard has 


handled many of the group's smaller pro- 


jects since being acquired in 1981. Asia- 
Pacific ћаѕ built about; 15-supply boats 
under Promet's ownership; there-are cur- 


|| rently: five under construction, all sche- 
Ff duled for delivery t this year. "The current 
"| order book i is wort 





ughly S$40 million. 


||.» A 5096 share of PT Karimun Granite, 
‘| | which leases. right: 





the largest granite 
quarry in the region, was acquired as a 
subsidiary of Bovis: Cumulative losses on 


с миа, 880 a FAR EASTERN ECONOMIC REVIEW. 





| ing expe: Anything we want to 
oo into, w ‘to utilise these two as- 
" Chang says confidently. “Out of 
б. two materials ме can do just about 
everything.” 
‘Chang remains closely involved in all 
aspects of the group from an operational 
standpoint. But it is clear his mind does 
not stray far from the offshore-marine in- 
dustries in which he matured.as an execu- 
“Not doing much in the rig business 
‘does not mean we. are out. of it сот» 
pletely,” he says. “At the right time we 
will be back in there again.” As marketing 
manager at Far East in 1967, Chang points 
out eagerly, he was responsible for bring- 


































Chang: pushing his favourite projects, 


the operation, south of Singapore in In- 
donesian territory, had reached S$40 mil- 
lion by the end of 1980. Promet has trans- 
formed the company dramatically by im- 
proving management, expanding produc- 
tion to take advantage of strong demand 
in Singapore and introducing more effi- 
cient transportation barges. Transport has 
historically been linked to Promet's Inter- 
seas Shipping subsidiary. 
Last year Karimun contributed slightly 
; more than 20% of pre-tax earnings, ac- 
cording to estimates by company officials. 
Analysts expect pre-tax profits to reach 
$$30 million beginning this year. But once 
historic losses are fully paid off — which 
could also be this year — taxes could go 
from zero to as high as4596.  ; 
>. Promet's entry into.the construction in- 
dustry also came about through the Bovis 
takeover. In 1982 construction activities in 
Malaysia, chiefly made up of old Bovis 
contracts, contributed roughly 10% of 
group pre-tax earnings. This year they will 
remain steady in. dollar terms, but their 
share will drop as other divisions expand. 
About half of Promet Construction's 
. Order book, now estimated to be worth 
about М5600 million, is taken up by in- 
house development projects. The other 
half is heavy with government work. 
While now accounting for less than 10% of 
Malaysia's large. projects, by the group's 
own reckoning, it is widely expected this 
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“will be altered significantly in the not-too- 
distant future. Although inter-company 


shallow-water petroleum reserves are de- 
pleted. More broadly, he mentions fabri- 
cation and installation of offshore produc- 
tion systems — and Promet's own plans in 
the offshore exploration and production 
industry. The group is now developing 
low-cost early production systems to drill, 
produce and store petroleum in offshore 
locations previously judged economically 
marginal. 

Chang is said to push hard within the 
company for projects that attract him, 
such as the feet-first plunge into oil explo- 
ration —- a niove, it is said, some Promet 











contracts will keep the company busy, 
they will also have a depressing effect on 
margins — in an industry that has tradi- 
tionally had low margins in Malaysia. 

» Promets property-development = ac- 
tivities contributed nothing to group earn- 
ings in 1982. Beginning this year, how- 
ever, development. projects will dwarf 
some of the group's traditional activities. 

The group's first project began with the 
Bovis subsidiary's acquisition of the par- 
tially completed, partially pre-sold -and 
bankrupt Belmont Centre in Kuala Lum- 
pur. With a re-designed office structure of 
33 storeys to be completed in July, Promet 
has kept six floors for its new corporate 
headquarters and has pre-sold virtually all 
of the remaining 310,000 sq. ft — “into.a 
rising market," a company executive ad- 
mitted. Projected profits are more than 
M$50 million, a small portion of which * 
may be deferred to 1984. 

Although Minara Promet, the re- 
named building, was widely viewed as a 
one-off project, Promet has since dem- 
onstrated its commitment to the sector, at 
least over the medium term. There. аге 
three main projects currently under deve- 
lopment and some analysts expect more to 
be announced. Two features are common: 
Promet Construction gets the contract and 
each project tries to finance itself through 


meet pni de demand in the: region as 





| political connections in Kuala Lumpur 








usly 
the group is undou 

close despite Chang's pre-eminence: 
cludes Chang's brother, Benety; aqi 
ified physician who joined Promet 
years after its founding and is now exi 
tive director in Singapore; Tan Sri 
rahim Mohamed, who has known С 
since university and has been chairma 
since 1980, and Ibrahim's brother Da 
Abdullah Mohamed, who is executive. di- 
rector in Malaysia. | 

Indeed, because of Chang’ ѕ ba 
ground in: offshore marine indus 
there is something approaching ‘a shar 
of power on the landward side 
group. Construction and property de 
lopment are squarely in the hands o 
chairman and his brother, with divis 
managers. reporting directly. to 
“Brian is not heavy in the: 0 
businesses," one observer notes. Bu 
deferment to Chang's Malaysian p r 
must also be seen as a reflection of th 




















































and the importance Promet places: 
them, — PATRICK SMITH 







marketing campaigns to pre-sell space 

The group's main sites now are both 
East Malaysia (Kuching and К 
Kinabalu), both are office and com 
cial complexes and both are scheduled 
completion in 1984. The construction« 
tracts together are worth M$250 mi 
Profits on the projects are forecast 
M$60 million. 
>. The group has also made a substan 
commitment in Malaysia on the m 
side with the establishment last year 
Promet Fabricators at Telok Ramuni 
southeastern Johor. The 140 ha. site, 
which Promet is currently investing М; 
million, includes bauxite and granite. 
posits. which: the group intends to: 
exploiting this уеаг Last year: Te 
Ramunia made no contribution to profits 
this year it is expected to add M$6 milli 
rising to M$8 million or more in 1984. 



















































he. new yard is designed as а Кс 

cost, lower-margin complemen 
Singapore site. Labour and machine 
move between yards, and the Joho 
able to handle many of the marine pro- 
jects that would be uneconomic (or impos 
sible for space reasons) in Singapore. T 
sites are also complementary on the ac- 
counting. side: depreciation allowances. 
are disappearing quickly in Singapore, but 
the new yard will enjoy a tax holiday for 
the next five years. Group tax charges,” 
analysts calculate, will fall until епа-1984. 
Promet has invested in Fabricators only. 
according to the work the yard has con 
tracted. The site is now roughly 40% 
utilised, according to company officials. I 
is currently building six jackets (tri 
supports) for the state-owned. Sabah 
Energy Corp. and three others for Р 
ronas, the Malaysian state oil comp 
Together these are valued at. 
lion. Fabricators recently тай 






performing pipe-coating. operati, io 
United States-based Morrison-Knudsen 
for M$16 million. Promet-Pipe Coatings, 
‘the renamed subsidiary, is to be're-located 
‘at Telok Ramunia in the future: Margins. 
an thé business, which provides concrete 
shielding for underwater pipelines, can be 
significantly higher than other types. of 
work in the new yard. At present the com- 
pany: has one new conttact for the Sabah 
раз project worth, M$14.5: million.. De- 
pending on how many.others it gets; 
analysts estimate: future earnings at 
M$1-10 million by 1984. . ; 
n 1981. Promet took its most ambition 
tep away from its.traditional businesses 
ith the founding of Promet Energy Ltd 
s- an 80%-owned oil-exploration: and 
evelopment vehicle. The company, in: 
orporated in Hongkong. with paid-up | 
apital of USS$S million, . combines 
'romet's limited experience in operating 
hallow-water.oil rigs with the seismic; 
унс and technical support of Gaffney, 
ne and Associates, a Dallas-based con- 
tancy with 20 years experience in the 
nergy field.. ' 
` Promet: Energy is now managed in Sin- 
apore by an executive of Gaffney Cline, 
hich owns the other 20% of the com- 
exploration budget over the next 
irs is scheduled at a top-end figure 
156.2 million. The group has not 
ctored potential revenues into its. in- 
e forecasts. 
omet's planners had two bine e 
mbitions in reshaping the company. as 
adically as this; One was to cushion the 
roup against the damaging downturns in- 
table in its traditional activities. ^We 
е been flattening out the business a 
said chief financial officer Anthony 
hackel, “by covering as many cycles of 
Xploration and production as we: cam.” 
ut Shackel acknowledges the group will 
155 the 13-1596 margins available in the 
business. For jackets and modular con»: 
truction, the businesses of the new yard, 
rhs are generally пеагег8-10%. 7 
group has also sought to accelerate 
rowth by developing new businesses, in. 
cular to underwrite the group's rapid | 
jump into exploration. This meant moving 
n several directions at once: downstream 
.in the marine-engineering industry, into 
“construction and property development 
and also into Malaysia. “We will benefit 
from: our. Malaysianisation," Chang said, 
"because. we really don’t have апу local 
competition in the things we do." ^. 
Against its overseas. co 
Chang і is confident the group will 
its growth rate by keeping closer to the. 
‘ground and maintaining tight cost control. 
*Where.we can still make a profit, the 
- foreign companies will be losing," Chang 
said. ^We have a better understandin = Í 
local costing and we have no agency f 
and so on,” Part of the reason is the 10% 
bidding advantage un салу е е joyed by. 
local companies. =! 
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"selves: the group will borrow against 


| in. 1981 with energy consultants Gaffney 
could run to US$156.2 million before the: 


| financial well runs dry. That budget was 


| &-In China, Promet Energy has became a 


Aquitaine and Total in the Gulf of Bohai 


; pecte gnificant benefits for the 
construction and development divisions. 
Only afew; weeks: аро, for instance, Ib- 
-rahim became a major shareholder (and is 
a potential chairman) in the re-organised 
Selangor Properties (Selprop), a major 
Malaysian developer. “The scope for re- 
current construction profits has been ex- 
panded,” one analyst said бшу, citing Ib- 
rahim's new position in Selprop as a factor 
in Promet's recent share-price gains. 
Despite.Promet's attractive new Malay- 
sian pedigree, thereare critics of the direc- 
tion in which Chang has taken the com- 
pany. The move from. marine fabrication 
to oil exploration and construction has 
been too fast, it is argued, bringing the 
group into areas where it is largely un- 
proven, аса time: 'when major new capital 
‘|, commitments have been assumed. Con- 
struction, moreover, is as cyclical as the 
marine side. | onger term, it must remain 
question of whether the group's future is 
too intimately tied to the. political fortunes 
of the present. administration in Kuala 
Lumpur. о. 
Chang i is anything bur ‘worried by such 
concerns. Indeed, while Promet's current 
activities. represent. long-term. commit- 
ments, the groüp "is just going through a 
different stage." By the end of the de- 
cade, Chang said, ^I see construction to 
bea; small part of the group. We will be in 
investment, oil exploration. and equip- 
ment rental — that kind of thing.” . W 





thing: m pr operty ; í 
the new marine industries. The advan: 
tages are several: capital requirements are 
réduced; the technology. transfer is much 
facilitated, and any shortages of technical 
staff will. be less likely to retard FER 
sion: 





jer is a political dimension to 

Promet’s expansion in Malaysia, and 
Chang explained it із мау: “Prior to the 
Bovis-Promet daysthere was very little-ac- 
tually done: in Malaysia: supporting the oil 
industry and the coming of Promet has | 
transferred tremendous know-how into; | 
the country. We ате the first company to: 
do that. And we are not just.an agent or: 
broker, we are there to do something sub- 
stantial.” | 

Indeed, Prime Minister Datuk Seri 
Mahathir Mohamad's. government has left 
little. doubt where its sentiments lie: the 
prime minister has already made a private 
visit to Promet's Singapore yard and will . 
preside over the opening of Minara 
Promet on July 15,.Deputy Prime Minister . 
Datuk Musa Hitam has stopped at the. 
Telok Ramunia site, even though the rib- | 
bons have not yet. been cut. More substan: 
tially, ‘Mahathir was instrumental із | 
Promet’s participation in the mostly Ja- 
panese consortium that is to build Sabah's 
natural-gas grid. : 

loser: to the ground, Prome 
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Hands across the sea _ 


Joint ventures are underpinning the big plunge into 
oil exploration — in China, Malaysia and Indonesia 


By Patrick Smith 


Singapore: Promet's decision to move 
into oil exploration is in several ways 
typical of senior management's approach 
to expansion. The group used joint ven- 
tures to make its entry into an entirely new 
piece of turf — both in forming its explora- 
tion subsidiary and in securing. all but one 
of its concessions. © 

Initial: investment is to be financed 
‘within the group, and the extraction stage 
will be a modified version of Promet's ef- 
fort to make new projects finance them- 


and the Beibu'area of the South China 
Sea, near Hainan. Elf is among the 32 
foreign oil companies currently bidding on 
concessions in the Pearl River basin. 
Awards are expected this autumn, and 
Promet will'entér into these concessions 
up to a maximum- of 10%. 

Elf drilled a: number of dry holes in its 
Bohai concession before Promet came in; 
Promet officials say; they are likely to 
begin drilling again this year. Beibu is 
Promet Energy's first find, but the size of 
the reserve, and when ог whether-to deve- 
lop it, will be decided after further tests. 
An announcement on its second Beibu 
well is anticipated soon. 

Promet's outlays in. China have so far 
been 08817 million, of which US$11:5 
million was in Веи. The group has:set'a 
limit of-US$34 million more over the five 
years to the end of-1987, E 
>». In November 1982 Promet Energy took 
а 20% share of Elf's portion of à produc- 
tion-sharing contract with Petronas for a 
| concession off the coast of Sarawak, East 
Malaysia. Promet is to contribute just 
1096 partner with Société Nationale Elf | under a quarter of all costs, which are esti- 
‘| mated.at чо million between 1982-85. 


» AREAS N economi ней E 


proven oil reserves in order to pay the pro- 
duction bills. 
Promet Energy; the subsidiaty formed 


Cline, has four separate. concessions in 
three areas of operation. Together costs 


approved ata board. meeting on March 18, 
Managing director Brian Chang says the 
group has budgeted roughly 20% of group 
earnings yearly to cover anticipated costs: 


















































Consolidated results for the ear ended ::. CRT 
31st December 1982 and 1982 final dividend hes 


The au audited consolidated results of Эмі té «терпе Limited for the year ended. 819 


Year ended 31st December. É 








1982. 1981 
. .HK$m HK$m 





Turnover 
Operating profi 





1,1036 14309 


22868 6230 














- Pro / Ж M v (1728 < 1256 
. Sale of investment properties. pe IR kR о BRB 1914 
Total operating profit - Hon eet c 4392 | 9400 - 
Interest charges — net- · | ' Coo Hl _108.3 259 ` 
Net operating profit — | * оу. 309 9141 
Share of profits of associated companies and. d ine : 
;joint ventures END оз 86.7 289 
` Profit before taxation ` tod DC n E 867.6 ` 9430 
Taxation `` к Wie S | 592 1229 
Profit aftertaxation — b Т | 8084 — 8201 
Minority interests = TER " Pais 5 NE (09. з 29 у .1 
.  Profitfortheyear . IE EL dude quie $160 | 28179 > 
: Preference dividends A ; TED s "ume cg 068-50 
"Profit attributable. to: ordinary shareholders - | 1 (0.19180. 801.3 





Earnings per ordinary share ` ie Pw de on Us D 2 1346 
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Final- "recommended LN B | | eoa 3% 326 













Net assets per ойну Share ме Ж бй _ HKS931. 


Consolidated profit for the year was HK$316.0 million compared with HK$817.9 million in. 1981, a тейм 49. 6 per cent i 
the HK$191.0 million arising in 1981:-from the sale of an investment property in ) Malaysia is excluded. fermi gs per ти 
share amounted to 52 cents compared with 134 cents in 1981. 


Final Dividend. The directors will recommend. to shareholders at the anti neral Meeting to be held on 49th May 1983. 
a final dividend of 32 cents per ordinary share. This, together with the interim dividend of 16 cents per ordinary share, make 
a total distribution for the year of 48 cents per ordinary share, the same as that paid for 1981. The final dividend will be 

20th May 1983 to Neg shareholders on the register at the close of business on 19th May 1983; the: register will bec losed 
from 5th May 1983 to 19t May 1983 both dates inclusive. - 


Valuation of Investment Properties . ніве Company" s policy. 10) in estrhenit properties each year апа to instruct 

indepéndent vaiuers to carry out these valuations.at least ars. valuation at the end of 1982 was carried out 

by Jones Lang Wootton; their valuation of HK$3,939.2 million reflects а! n of HK$1,436.3 million as compared w 

- valuation which was carried out at 31st December 1981. 1n the past incr valuations have been transferred directly to a 
valuation reserve and, in line with this practice, the valuation has ‘reduced to reflect the new valuation 

.assets per. ordinary. share at 31st December 1982 were HK$6 - HK$9.31 as at 31st December 198 


Prospects Market ' conditions are expected to remain difficult i1983. of units at Taikoo Shing have i improved: 
at reduced price levels, and are evidence of underly ying demand for residential property in Hong Kong, particularly in the 
section. of the market in which the Company? rhost invol The cba s well çed to take: dvaniage of any, 
eens which does occur. , E | : 


ОО each, which меге held entirety by Swire Pacific 
К { d. thus: ing the. total number of ordinary shares in issue to 
612,036,542 of which Swire Расійс Limited owned 72.594 on that date. Earni ir ordinary share for each period have been calculated by 
reference to thë number of ordinary shares now inissue. The Annual Raven Tor f rman's Statement and the audited accounts for the 
year ended 31st December 1982, will be sent to.shareh ; 983. j 
D.R.Y. Bluck 


Hong Kong, 18th March 1983 Chairman 
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Маке the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
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Promet spent US$3.6 million in 1982; it 
expects to spend US$S million this year. 

» Promet Energy entered a 30-year pro- 
duction-sharing contract on its own with 
Indonesian state oil company Pertamina 
last September to explore an 18,000-sq. 
km. concession off Indonesia's Aru is- 


lands. The tract was abandoned after ini- 


tial tests by Phillips Petroleum in the early 
1970s, but, said John McGhee, general 
manager of Promet Energy, "the struc- 
tures look promising." Further seismic 
tests are to be conducted this year. 
Promet's financial commitment in Ín- 
donesia is for US$55 million over the first 
six years of the agreement, plus US$2.75 
million for Pertamina's data оп the con- 
cession and US$19.5 million as a produc- 
tion bonus once 70,000 barrels are lifted. 
Promet can drop the concession after 


spending US$15 million over two years . 


(including its US$5 million in paid-up 
capital). 

Nothing in Promet's brief but never 
dull history made the investment commu- 
nities in Singapore and Kuala Lumpur 
quite as nervous as Promet's entry into 


omet rig: а mounting exploration budget. | 


ES M$65.7 million* Malaysian osten 


declining ^ revenues іп 





exploration. Group debt was M$165 mil- 








Sources: Lyall & Evatt, Singapore; Promet estimates. 
REVIEWCHART by frank Tam 


lion (US$72.4 million) at the end of 1982 
(term debt is M$100 million of that). With 
its traditional 
businesses, analysts were concluding that 
Chang was.simply oblivious to financial 
constraints on growth. “We must be the 
only company anywhere whose stock 
dropped on the announcement of an oil 
discovery," опе corporate officer said 
after Beibu's initial results were disclosed. 

Now that it is clear the exploration 
budget, spread over five years, can be fi- 
nanced out of recurrent revenues, some of 
this concern has disappeared. Indeed, the 
programme ‘may result in valuable busi- 
ness for Promet's marine side, most sig- 
nificantly for plans to develop early pro- 
duction systems. that cut front-end costs 
and can make previously uneconomic 
fields profitable. The company now hopes 
to ве опе system to the Beibu consor- 
tium, but hardware decisions, McGhee in- 
dicates, are some time off. "None of the 
system's elements are revolutionary," 
McGhee said, "but the idea of putting 
them into one package is novel." 

The current oversupply in world oil 
markets has been mostly good news for 
Promet Energy, so far. Day rates on char- 
tered exploration rigs have come down by 





‘half or more since the company did its 


budgeting, meaning it will essentially drill 


| two wells for the price of one in its Indone- 
| sian concession. 


The only field now оган to oil- 
price fluctuations is; Beibu. If. prices 
plunge from current levels, company offi- 


| cials indicate, two questions will be raised: 
| whether to use-a Promet-built early-pro- 
duction.system-or a conventional system 


(which is cheaper to operate once in 
place); or alternatively, whether-to pro- 
duce in the field at all. 

If Beibu does not go into production, 
Chang would be likely to face again some 
of the criticism long levelled at Promet’s 
exploration debut; that it has been too 
concentrated in unproven reserves in a 
very high-cost environment: 

“With limited financial resources,” said 
one analyst, “they should have gone fora 


| mix of production and exploration by ac- 


ring some low-risk, known reserves.” 

ng remains confident. "We hope 
hina will be in production next year," he - 
said “Our 1983 annual report will have 








' Taan "has dashed 
x ; The Look East poli 
y Japan as thé. 


portra 
. apparently peopled by selfless workers | 













and selfless bosses. 
development valid? 
The phenomenal 
.. ése economy and indus 
buted simply to the “Japanese work ethic" 
and seen as а peculiar cultural trait to fol- 
low. Japan's defeat іп World. War II did 
“not lead to its complete downfall. The 
United States Occupation.did not destroy 
е Japanese zaibatsus (large financial-in- 
dustrial combines) but only a few trading 
companies and armament industries con- 
nected to the wartime. regime. By 1948, 
the US was actively working to rejuvenate 
Japanese industry. The-Korean War also 
accelerated the process of revitalising Ja- 


this strategy for 


h of the Japan- 







panese industry through, increased US ex-. 


penditure. 
^.^ Tie-ups between: Japanese: and Ameri- 
can capital and la 
World Bank and other 







provided a further push 
US established a trial g 
ment by which Washington put up funds 





for Southeast Asian countries to purchase · 





¿Japanese exports, At the same time, 
Southeast Asia’s exports. of raw materials 
played а key role in Japan's manufactur- 
ing industries. The terms of trade were in- 
variably weighted against. the raw-mate- 
rial producers. ` 
Japan's “reparations” programme. after 
the war similarly served. to pump tax- 
payers’ money into industry by bringing 


Japanese exports back into most of the. 


former Greater East Asia Co-Prosperity 
_ Sphere. Ву 1969, Japan had overtaken 
Britain as an “aid” giver, second only to 
the US, As every development specialist 


“knows, much of this.aid is merely trade | 


promotion of one kind or another in ex- 
port credits. | 
.. But it was not until 1965 that the Japan- 
ese began to invest vast amounts of capital 
in Southeast Asia, gaining dominance in 
.the vital manufacturing sectors of most of 
-the Southeast Asian économies. The ex- 
“pansion of the Vietnam War after 1965 was 
a further boon to Japan in the form of mili- 
tary contracts worth US$505 million, and 
other war-related contracts for the deliv- 
гегу 0 goods valued at US$1.2 billion. 
-Against this. background came the re- 
markable rise of “Japan Inc." 
c It can be appréciated that the compara- 
i ngth of the APG economy — 





annot be attri- : 





h funds. from the 
ding organisa- | 
tions — in which the US had а big say — |. 
In the 1950s, the | 
lar trade аггапре- 


tinuing export. 









vanced countries and spends least on $0- 
cial services, Can such a choice be accept- 
able in Malaysian society in the context of 
the ‘New Economic Policy (NEP). abjec- 
tive of eradicating poverty? 

Thus, while Japan’s post-war recovery 
involved massive. capital’ investment.and 
frantic innovation; the other . indus- 
trialised countries such as Britain merely 
relied on their colonies and former colo- 
nies — such as Malaysia — to prop up 


their ailing economies. The simple logic of . 


inter-capitalist competition foreclosed the 
outcome. Britain's present predicament is 
the result of that outdated laissez-faire 


capitalism, not the so-called British. dis- 


ease that pins. the blame on the. ‘lazy 
British worker.” 

' Ав a result of the Japanese Govern- 
ments von over capital Seca Bon, 





academic currently attached to the 


Sociology department of the diversity 


of Manchester i in Britain. 





ferent from that of Western countries. 


| Japan has the heaviest-based industrial 


economy in the world. This strong heavy- 
industry sector has ensured Japan's con- 
competitiveness and 
shaped its import needs. 


"he predicament of the Third World 


"today has shown that this option is no 
longer open to most developing countries 
since even most of the already indus- 
trialised Western-countries cannot com- 
pete with Japan, where concentration of 
capital has: gone’ hand in hand with 
monopoly and oligopoly.  Erstwhile 
zaibatsu rivals like Mitsubishi, Mitsui and 
Sumitomo now collaborate and, coordi- 
nate their operations. Besides banking, 
there is a high degree of concentration in 
the key sectors of steel, motor vehicles 


гапа computers. 


` In recent. years, Japanese industry has 


“increased its direct overseas investments 


mainly because of three phenomena re- 
lated to its growth: rising wages, pollu- 


tion, and further rationalisation of its in- 
"dustries. Th 


se.in Japam's industrial 


p | Japan асг: 
inequitable overall tax system of the ad- 


| *quality control circles" we hear so m 


Dr Kua Kia Soong is a Malaysian. 


| loyalty has been the offer of long-t 
“| ployment. It is this rather than the myt! 
it ensured an economic structure very dif- - 


ia Kia Soong 


agains environmental pollution in J 
the likes hich TV audiences all оу 


T the world saw at Narita, also influence 


‘the policy of finding offshore source: 





Tariffs: set. up by most ‘coun 
throughout the world after the war fur! 
necessitated moving production al уг 
Atthe same time, the host countri 
region offered lavish incentives 
„foreign investors. Rationalis. 
Japanese «industry» itself. me nt 
labour-intensive industries suchas tex! 
and electronics-assembly could be hi 
off to countries such as Malaysia. This hi 
been true for all the Japanese compa 
whose names we see in neon lights in much 
of the Third World — Matsushita, Sony, 
Toyota, Nissan, and the rest. 
Admirers of the "Japanese miracle 
often present the stereotype view of 
Japanese company being made up | 
loyal, thrifty, hardworking worker 
the paternalistic benevolent boss loo 
after the extended-family.enterprise 
writers on Japanese affairs have po 
' out: that the paternalistic system: 





















































about apply only to a few big comp: 
and not the vast majority of averag 
_ small. companies. The main compo 
used by the Japanese companies to. 


“ical Japanese cultural: trait that has: 
; sured loyalty and company consciousnes 
But while this was possible during: 
boom years in the 1960s, it had become i 
| creasingly difficult for companies to 
| liver, especially during a recessio 
1971, large-scale sackings were reported 
in the electric, steel, car, shipping, texti 
and chemical industries. The trend | 
wards automation and the attraction: 
| cheap labour abroad has also encourag 
Japanese management to trim: its loc 
labour force and to introduce a code. 
worker control, The: enfee led 


sation in the interests of cap 
is time to ponder on re 
Malaysian" industrie 
dominated. КЕ 
То explode more myths bout Japanese 
“human relations”: older employees are 
the ones who get the chop during a reces- 
sion, though for some time now, the re- 
tirement age has been extended from 5510. 
60. The social-security and welfare system 
in Japan has not been developed е 
to meet current needs. The positio 
women in Japan is hardly e 
dominance in part-time. 
on inthe 









| ingl 


they do not get the benefits of regular 
staff. The same applies to home-workers 
in the garment, toy, textile and electrical 
sectors, who number more than a million. 

In this respect, Japanese women have a 
rougher deal compared with women in the 
West. Women's subordination after all 
has a long history in Japanese society. Is 
this aspect of Japanese culture so 
exemplary? How can this aspect of the 
Look East policy be compatible with the 
tenets of Islam which preaches the equal- 
ity of women and men? Or indeed with 
universal principles of egalitarianism that 
are embodied in the NEP? Women 
everywhere are increasingly forming an 
important section of the workforce and 
showing that they are not prepared to ac- 
cept the old servility. 

If one examines the management- 
labour relationship in the Japanese sys- 
tem, one finds that strong hierarchical re- 
lations and a shop-supervisory system lie 
at the root of Japanese management. Ja- 
panese polls reveal that the commonly 
held view that Japanese workers are 
happy is just a myth. 

The current spate of retrenchments in 
Malaysia has prompted some government 
officials to call for unionisation, especially 
of the electronics workers. That is truly 
laudable if it arises out of concern for pro- 
tection of Malaysian workers. However, 
union leaders are rightly anxious about 
the idea of in-house unions, which will not 
protect workers as effectively as unions 
based on industry. In this respect, it is 
worth noting some characteristics of Ja- 
panese unionisation. Firstly, many Japan- 


Malaysian electronics factory: local industries need protection. 


ese workers, especially blue-collar work- 
ers, are not unionised at all. Secondly, Ja- 
panese unions are in-house rather than on 
industry in order to inculcate loyalty to the 
enterprise. Once again, it is difficult to see 
how this aspect of the Look East pol- 
icy can meet the aim of the NEP: to eradi- 
cate poverty. 

Do we really need *models" of the sort 
that developing countries are continually 
told to emulate from the already indus- 
trialised countries? The problem of the 
Third World today is a testament against 
the "stages of growth" theory of W. W. 
Rostow: that developing countries will 
eventually catch up with the West by de- 
grees, but more importantly, by allowing 
the advanced countries to invest in them. 
The supposed *transfer of technology" is 
illusory, as Finance Minister Tunku 


Razaleigh Hamzah has said: "Foreign 
companies are still bogies . . . They have 
not transferred their technology to our 
people, they have not brought in capital, 
they are relying on domestic funds and 
borrowing from banks here, and they have 
not trained our people. They are still the 
same . . ." (REVIEW, Aug. 22, '80). Are 
we then to believe that somehow Japanese 
companies are different? 

It is Malaysia's indigenous industries 
which have to be nurtured (as the Japan- 
ese initially did with theirs) in step with the 
country's rural economy but without the 
exploitation that accompanied the process 
in the West and Japan. By leaning on yet 
another foreign capital (and in the present 
world league, any government would be 
crazy to have a Look West policy!), it is 
hollow to talk of an independent road. 





ECONOMIES 


Down on the farm 


Nepal's key to T ie sector has been hit by bad 


weather as i 


By Kedar Man Singh 

Kathmandu: Pressures on the Nepalese 
economy are mounting. Agriculture, the 
country's economic mainstay, has been 
plagued by bad weather; spiralling costs 
have seriously delayed major develop- 
ment projects, and the government's in- 
creased use of deficit financing has helped 
fan inflation. 

Although figures are not available, 
economic growth is thought to have come 
down considerably from the steady pace 
of the past two years. In the two fiscal 
years ended June 1982, growth of gross 
domestic product in real terms averaged 
an estimated 3.7% a year. In retrospect, 
the. performance looks respectable: 
growth averaged just 2.3% against a 2.6% 
annual rise in population during the fifth- 
plan period (1975-80). More recently, 
however, the economic climate has once 
again soured, with food production re- 
ported to be 20-25% short of plan targets 
in the current fiscal year. 

The country is running up the first de- 


ation rises and overall growth dwindles 


ficit in its balance of payments in several 
years. In the first half of the current fiscal 
year (ending June), the deficit amounted 
to Rs 198.1 million (US$13.4 million). It 
would have been much larger but for the 
country's takings from invisibles, particu- 
larly tourism and remittances. 

Total merchandise exports in the cur- 
rent year will barely cover petroleum im- 
ports of roughly Rs 800 million. (For the 
past five years, Nepal enjoyed surpluses in 
its balance of payments, with the surplus 
coming to Rs 500 million in 1981-82.) 

The important tourism sector is in trou- 
ble. Arrivals have declined as a result of 
international recession and a 20% in- 
crease in charges at top-class hotels. The 
number of visitors this year is expected to 
decline at least 2095 from the 162,800 re- 
corded in 1982. There are fears for the via- 
bility of at least half a dozen top-class 
hotels. 

The government of Prime Minister 
Surya Bahadur Thapa has been fighting 


the downturn with such steps as liberal 
credit policies, tax holidays for specified 
industries and concessional tariffs for im- 
ports of industrial raw materials. But such 
steps have had little effect, and critics say 
much more is needed, including serious 
attacks on corruption and red tape. 

In the worsening economic climate and 
with unemployment rising, there is talk in 
some quarters of taking steps against im- 
migrants from India. 
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Advanced Technology And Progressive Style 


Make OKI Electric 
The Leader Of The OA Era. 


Office Automation enhances your corporate 


performance by reducing costs, increasing productivity, 


improving decision making, and enhancing creativity. 


The people to see about OA are of course the leaders, 


ОК! Electric. 
Our wealth of experience in the production and 


marketing of OA-related telecommunications systems, 


data processing systems, and electronic devices; and 
our proven ability in the area of high-quality electronic 
products such as EPABX, facsimile equipment, office 


and personal computers, and word processors mean 
that we are most capable to produce totally integrated 
OA systems. 

To be on the cutting edge of OA technological 
innovation requires not only the most advanced 
products but also the most progressive management 
methods. From the outset, our full-fledged OA group 
has been anticipating and satisfying customer 
demands and remains at the forefront of the OA 
industry. Naturally, we're the leader. 


OKI 


electric 

industry 

company. itd. 

0-3, Shibaura 4-chome, Minato-ku, Tokyo 108, Japan 

е! (03) 454-2111 Telex J22627 Cable: OKIDENKI TOKYO 














The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money 


Please send contributions to the WW F 
Мапопа! Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 

















International Trade Fair 
for New Technologies 


Ghent, may 3-7 '83 





Two aspects of Belgium: 
and the symbol of the “ 


"The Peasant's Dance" by Flemish Master Bruegel the Elder; 
Flanders’ Technology" fair, showcase of the most sophisticated technology. 








IMPACT-FCB Belgium 


You, Belgium and the BBL 


hatever your commercial aspira- 

tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 


Belgium you already know 
Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 


fifth just across the Channel. Brussels, of 


course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 

А long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highly productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 
GNP. 


But why Banque Bruxelles Lambert? 


Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 


themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 


BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building (15th Floor) 
140 Cecil Street - Singapore 0106 

Phone: 223.97.81 - Telex : 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 
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Of cash and ki 


Ф AMID the growing rumble of rumour 
and innuendo surrounding the Hong- 
kong Land/Jardine Matheson twins, 
most observers agree on two points. 
First, both companies will need to come 
to the market some time to raise cash. 
Secondly, dynastic politics are again 
very much to the fore, as predicted in 
these columns (Shroff, REVIEW, Jan. 
20). 

For the moment, stories of an impend- 
ing rights issue for Jardine Matheson re- 
main rife in the market — the strongest 
suggesting a HK$1 billion (US$150.7 
million) convertible loan-stock issue, 
perhaps with warrants attached as a 
sweetener. Brokers' attention is fixed on 
the companies' annual results, due to be 
released on March 30, amid expectations 
of an accompanying rights issue. Con- 
cern is mounting over the effect any such 
issue may have on a market hardly in the 
mood for bailing out stretched com- 
panies. Some say that the market has not 
risen high enough yet to make any fund- 
raising exercise worthwhile. 

There has also been speculation that 
Hongkong Land has placed part or all of 
its 34% stake in utility monopoly Hong- 
kong Telephone to fund its share of any 
rights issue. Land has declined to com- 
ment on this. 

Rumours aside, the dilemma facing 
the Jardine/Land camp is that neither 
can attempt to increase its own debt-to- 
equity ratio through some form of issue 
without upsetting the other because of 
the companies' cross-shareholdings. Jar- 
dine holds 35% of Land and Land 43% 
of Jardine — Land has the larger stake 
because it was charitable enough to re- 
ceive its 1981 Jardine dividends in scrip 
rather than cash. The irony is, then, that 
both companies are locked into an appa- 
rent no-win situation: the result of the 
defensive ploy to ward off the takeover 
threat by local Chinese interests to Jar- 
dine in 1980, a course of action that has 
since proved a burden on the debt struc- 
ture of both. 

One obvious answer would be a rights 
issue by Jardine accompanied by one 
from Land, so cancelling each other out, 
were it not for the probable resulting 
hostile market reaction. Such considera- 
tions have led brokers to adopt an in- 
creasingly bearish stance towards Land 
and, in particular, Jardine. The latter 
has underperformed the Hang Seng 
Index in the recent market rally, in sharp 
contrast to its 1982 performance when, 
because of its gearing, it was popular 
with punters as an interest-rate play. 

An increase in earnings for Jardine for 
1982 to just less than HK$800 million 
compared with the HK$723 million re- 
corded in 1981 is already discounted. 
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The improvement is attributed primarily 
to falling interest rates which knocked an 
estimated HK$100 million off the once- 
princely hong's debt-servicing ЫШ, 
making it the major source of earnings 
growth last year. 

But that still begs the question of how 
Jardine is going to retire the principal — 
broker de Zoete & Bevan has just esti- 
mated its gross debt at HK$6 billion 
against a capitalisation of HK$5.28 bil- 
lion as at March 22. Once predominantly 
a trading company, Jardine is now also 
active in an assortment of service indus- 
tries with no cohesive links, and analysts 
argue that it is difficult to see where fu- 
ture growth in earnings will come from 
— а point of view which will make it har- 
der to sell any rights issue. 

Certainly, little joy can be expected in 
terms of dividend growth from Land. 
Despite its recently agreed re-financing 
package (REVIEW, Feb. 10), Land re- 
mains in financial difficulty, the direct 
result of the aggressive policy pursued by 





its management, well after the property 
boom had topped out. 

Its problems are clear from the docu- 
ment supplied to bankers when the re- 
financing facility was sought. A negative 
cash flow is projected until 1986 when an 
unexplained property-trading profit of 
HK$3.47 billion is anticipated to restore 
the company to health. Projected di- 
vidend growth is from HK$730 million to 
just HK$780 million in 1983-93. More- 
over, these figures are given without any 
indication of underlying assumptions as 
to, for example, rent levels, vacancy 
rates and interest rates. That the bankers 
supported Land says more for its domin- 
ant position locally than any enthusiasm 
to participate. Analysts will now be 
watching whether Land makes substan- 
tial write-downs, as prudence dictates, 
in its pending results. 

e THE conclusion must be, then, that 
both Land and Jardine face little growth 
in the years ahead. With such large debt 
profiles they are not in a position to pick 
up bargains at a time when property and 
other assets are going cheap. Here they 
contrast with the cash-rich position of 
another hong, Hutchison Whampoa. In 


2| blue chip , 
£| for example through joint ventures with 


Christopher Wood 





ngs and toiling twins 


the recent rally Hutchison has probably 
been the institutional investor's favour- 
ite stock. It has a cash balance of some 
HK$1.5 billion and a recent track record 
of conservative management rather than 
empire building. 

It is the latter pursuit which has pre- 


cipitated Land's present position and its- 


resulting reduced ability to help out Jar- 
dine. Hence the much-discussed board- 
room tussle prompted by former taipan 
Henry Keswick's two-week trip to 
Hongkong early in March — armed, it is 


said, with a posse of lawyers. Given | 


board loyalty to existing Jardine and 
Land chairman David Newbigging and 
Land managing director, Trevor Bed- 
ford, Keswick may have faced some re- 
sistance in his efforts to unseat Newbig- 
ging and install his younger brother, 
Simon, to restore Keswick family con- 
trol over the companies. 

But in their favour the Keswicks can 
point to the trouble in which Land now 
finds itself. From a position of great 
strength, Hongkong's prime property 
became 


the likes of Carrian, at a time when 


Ë| shrewder minds were going liquid. 


As Newbigging was always quick to 
assert that he was the ultimate boss of 
Land as well as Jardine — a point that 
would explain Land's decision to buy the 
Jardine stake in the first place — it will 
be hard for him to avoid responsibility 
for management policy at Land, let 
alone for Jardine's continuing failure to 
reduce its own debt, despite a HK$1 bil- 
lion loan-stock issue in 1980. 

Some form of compromise or gentle- 

man's agreement may well have been 
patched together, with Newbigging ag- 
reeing to go in 12-18 months' time, and 
in the intervening period delegating 
more to subordinates to leave him with 
more time for civic duties. That still 
leaves the question of Land, where there 
have been suggestions of golden hand- 
shakes at a high level. 
@ ON March 18 a Grand Marine vessel, 
the Jasa, was reported to have sunk in 
high seas off the South Korean coast, 
leaving one crew member dead and 11 
missing. Built in 1969, the vessel was on 
bareboat charter and so was not being 
operated by Carrian-controlled Grand 
Marine. Nonetheless, the shipping com- 
pany’s creditors may secretly be hoping 
for a similar fate to befall some of the 
fleet's other vessels as the simplest solu- 
tion to a complex problem, assuming in- 
surance is in order. As it is, with a carve- 
up of the fleet still being discussed, 
Shroff learns that Grand Marine is also 
trying to cancel some of its newbuild- 
ings. 
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o clo: T. 
n a deal for an offshore oil concession 





By Teresa Ma 
‘Hongkong: China's offshore oil develop- 
ent programme has generated renewed 
Xcitement, with indications that at least 
ne contract for exploration rights will be 
igned soon. 

British Petroleum (BP) has been. sin- 
out as most likely to be awarded the. 
rst concession offshore China in the cur- 
ent round of bidding, according to a 
r official of the powerful South Sea 
nch of the China National Offshore Oil 
‘orp. (CNOOC), the body empowered 
o negotiate, sign and implement 
боге oil exploration and production 
facts with foreign oil concerns. 

BP is: believed to be scheduled for 
jocks in the Yellow Sea where it had pre- 
usly contracted to conduct a seismic 
vey, according. to CCIC. Finance of 
ngkong, which is financial.consultant 
CNOOC. BP oversees its operations 
rom an office in Shanghai. BP is bidding 
ndependently for blocks in the Yellow 
and is in joint bidding. with Broken 
ty, of Australia, Ranger Oil of 
Petro Canada Exploration Inc.. 
trobas International SA of Spain 
acts in Zhujiangkou (the Pearl River 
th) and the Beibu Gulf (the Gulf of 
in). 

е CCIC spokesman said BP officials 



























































J RRENCIES 


By John Fullerton . 


ап are currently investigating a consider- 
able traffic in roubles, according to West- 
ern diplomatic sources. The Soviet curs 
` rency issold on Kabul’smoney market at à 
-fraction of its official value and then sold 
-at-a higher rate and smuggled back into 
he Soviet Union by both Soviets and Af- 
ghans. Furs are. thought to be among 
goods being purchased with the roubles. 
Afghanistan has long been a conduit for 
;currency smuggling, but on nothing: like 
he-scale experienced: since the Sos 

military occupation, 
; Shortly... before. the 

launched there was a bri 
















of Mikrorayon wea | the curren 
low prices. Г 








віатабаа: Soviet officials. in: мага. 





t | value.of the Afghan currency; which they 


have met officials of the South Sea branch 
in Canton to discuss “housing, medical 
services and evacuation aircraft" — evi- 
dence -that BP is in the final stage of 
negotiations. He added that BP has the 
largest negotiating team of all foreign oil 
companies invited to Peking for clarifica- 
tion of bidding terms. 

China is.said to favour signing up BP as 
a gesture of goodwill to instil confidence in 
talks under way between Britain and 
China over the political future of -Hong- 
kong. Other oil majorscurrently in Peking 
to iron out the details of exploration terms 
include Esso Exploration Inc. (which is in 
joint bidding with Shell Exploration 
China), Japan National Oil Corp., Occi- 
dental Eastern Inc, ; Amoco Orient Petro- 
leum Co. and Mobil Oil Corp. 

Initially, 33 foreign oil companies sub- 
mitted a total of. 102. tenders, but the 
number of participants dropped by one 
with Occidental Petroleum Corp.'s ac- 
quisition of energy group Cities Service in 
1982. Twenty-five of the oil companies are 
bidding in 12 consortia while five of them 
have also submitted independent bids. 

; In this first round of bidding which 
opened last. May, China's continental 
shelf was carved into 43 blocks covering 
some 150,000 sq. kms. The 2 blocks a at 





ouble spells trouble 


check on a merchant's suitcases sparks a probe into a . 
ajor smuggling racket involving the Soviet currency 


Sources said- that the Soviet airline, 
Aeroflot, has played an important role in 
the smuggling of roubles. Other sources. of 
the currency could be Soviet occupation 
troops, who are paid in. toubles, and also 
merchants making big grain purchases for 
the Soviets in the. northern: cities of 
Faisabad, Kunduz and Mazar-i-Sharif. 
The purchases have. pushed: up ‘grain 
prices and the merchants, well-supplied 
with cash, pay little attention to local mar- 
ket values. 

Roubles are also sent out to Singapore 


and Hongkong and other Southeast Asian. 


commercial centres where they are laun- 
dered,. diplomatic sources say.. Interest- 
ingly, guerilla sources have also reported 
wild fluctuations іп the: black-market 


attribute to the Soviets' perennial search 











Is first in the queue. 





Zhujiangkou, believed to have ample re- 


serves of oil and gas in shallow water, at- 
tracted the greatest number of bidders. Of 
the remaining blocks, 12 are in the Yellow _ 
Sea. and nine in the Beibu Gulf, where 
Total Chine’ of France: and Atlantic 
Richfield Co. of the United States are al- 
ready drilling. 

CNOOC general manager Qin Wencai 
had said the first contract would be signed 


for foreign exchange and the dumping of 
large quantities of roubles in the laps of 
local money-changers. 

There are also reports that profits from 
the illicit trade have been used to finance 
gold smuggling from the Си о South 
Asia, much of it through the port of 
Karachi іп neighbouring Pakistan. The 
currency scandal broke in January when a 
prominent money merchant, - Surjet 
Singh, was taken off a departing airliner 
with two suitcases stuffed with more than 
Rbls.1 million (US$226,244 at the official 
rate). Joint Soviet and Afghan teams from 
the Khad, the security and intelligence 
police, raided the bazaar and arrested 
more. than a dozen of Singh's associates 
and their customers. 

‘Shortly afterwards, figures in the upper 
echelons. of. the Customs Department 
were purged for alleged complicity in the 
money racket. Rumours now abound in 
Kabul that officials of the ruling People's 
Democratic Party are involved. Moham- 
mad Baryalai, President Babrak 





foreign: policy, i is alleged to ha ve carried 
large quantities of. roubles to the Soviet 
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New Year" — when he officiated at the 
opening of the. CNOOC Hongkong 
branch office in January. Representatives 
of foreign oil companies responded with 
much scepticism. A BP official said in 
London he did not expect any signing be- 
fore November, in line with the view held 
by most of the oil majors. 

Inundated by the huge volume of seis- 
mic data they must interpret and even 
more data generated by the bidding, 
Chinese petroleum officials have put off 
several deadlines for the first contract 
signing. The initial target was November 
1982. 


Е" world oil prices, which strength- 
ened the negotiating power of foreign 
oil companies, also contributed to the 
delay. However, the Chinese have repeat- 
edly assured foreign oil representatives 
that oil prices will rise again later in the de- 
cade, when production is to begin in 
China's offshore theatre. 

China has stipulated that exploration 
must begin 45-50 days after the signing of 
the contract. If indeed the first contract is 
awarded within the next few weeks, ac- 
cording to the CCIC spokesman and an of- 
ficial of China Ocean Oilfields Services, 
drilling will be on stream by the end of 
June. (The  Hongkong-based China 
Ocean Oilfields, which is 20% owned by 
CNOOC, is responsible for gathering 
offshore oil engineering data for foreign 
oil companies and for raising offshore 
exploitation funds. ) 

Foreign oil companies place China's 
offshore oil reserves at 30-100 billion bar- 
rels, while official Chinese estimates re- 
port a less modest 150 billion barrels. At a 


Diplomatic sources say widespread re- 
ports have been received to the effect that 
a Soviet Embassy official and a Soviet civi- 
lian adviser were major players in the cur- 
rency game. A first secretary, Saifullah 
Saidov, who worked at a new cultural 
centre in Kabul, has been sent back to 
Moscow, and an adviser named as 
Rajebov is believed to be under investiga- 
tion for his alleged links with Raouf Safi. 

As part of the crackdown on corruption 
— which parallels a similar drive launched 
in the Soviet Union by Soviet leader 
Yuri Andropov — an investigation was 
mounted last year into the activities of a 
Soviet official in Kabul known as 
Ivanosov, who held an important com- 
mercial post. He allegedly played the role 
of go-between for local businessmen in 
Kabul seeking trade with Moscow. 
Ivanosov and his associates are reliably re- 
ported to have accepted kick-backs total- 
ling Afs 300 million (US$4.5 million) over 
a number of years. 

In return for a commission, Ivanosov 
would arrange for a local entrepreneur to 
import a large quantity of sought-after 
items, such as rubber boots, and reduce 
the number of hard-to-sell goods, such as 
refrigerators, his client would normally be 
obliged to accept. Two of the official's Af- 
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success ratio of one in 10, the develop- 
ment of one good well may cost US$40-60 


million, according to China Business 


Review. - 

China's domestic oil output has been 
falling since it peaked at 106.15 million 
tonnes in 1979. In 1982 crude-oil output 
was 102 million tonnes — a paltry 0.8% 
rise from the 1981 level. While oil exports 
are growing in volume, long-term pros- 
pects are dim, in view of the fast drying up 
of China's older onshore wells and the 
country’s ambitious modernisation pro- 
gramme which calls for an average annual 
3% growth in energy demand. Last year, 
nearly 20 million tonnes of crude oil 
valued at US$5 billion were exported, a 
6% jump in volume over 1981. 

Exploratory drilling and even commer- 
cial production are under way in some 
Chinese offshore areas under contracts 
previously signed between China and 
foreign oil firms, mostly state-owned: The 
Japan National Oil Corp. began drilling in 
March 1981 in a 25,500-sq. km. site in cen- 
tral and southern Bohai Gulf. Société 
Nationale Elf Aquitaine operates some 
9,400 sq. kms in the Shijiutuo field in 
northern Bohai, Total Chine has 10,190 
sq. kms in Beibu Gulf and Atlantic 
Richfield is in the 65,000-sq. km 
Yinggehai basin south of Hainan Island. 

So far, the foreign operators have come 
up with positive drilling results, some- 
times at high cost "Xinhua newsagency an- 
nounced in March that Total Chine disco- 
vered oil in a 2,200-m. deep well which has 
à production capacity of 8,640 barrels a 
day, the most productive well reported to 
date. 

An 80-page model contract released in 
May 1982 dictates that the foreign partner 


Kabul: a commerce in Soviet currency. 


ghan drivers were picked up and severely 
tortured. Their evidence led to the brief 
arrest of several leading merchants who 
were asked about irregular payments 
made to Ivanosov. The Soviet official sub- 
sequently left for Moscow. 

The anti-corruption drive may be linked 
with a clean-up operation of the Soviet oc- 
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shoulders all exploration risk. CNOOC 


enters only in the development stage, 
undertaking a maximum 51% of the cost. 
The exploration period is limited to five 
years for a plot smaller than 2,000 sq. kms 
and seven years for a plot of 2,000 sq. kms 
and above. The foreign contractor must 
give up 25% of its contracted lot after the 
first three years and another 25% after the 
following two years: 

The commercial. production stage may 
be for a renewable term of 15 years. 
CNOOC will take 12.5% of the output off 
the top as a royalty and another 5% in the 
form of consolidated industrial and com- 
mercial tax. The foreign partner may 


claim 50% of the crude to recover operat- — 
ing, exploration and development expen- ' 


ditures. 


The residual 32.5% is divided into 
"share oil" which lands directly in the lap 
“allocable profit oil" - 
which is split 51:49 between CNOOC апа 


of CNOOC and 


the foreign partner. The percentage of 
"share oil" is in direct proportion to the 
amount of crude produced. 

Labour relations between foreign and 
Chinese oil staff members appear to have 


been smooth. However, observers attri- 
bute such success to the resolute backing - 


of the respective governments. Foreign oil 
companies participating in the current 
round of bidding are private firms and 
may not have similar support. 

As the current signing target deadline of 
April closes in, while foreign oil com- 
panies are negotiating the final details of 
contracts with a toughened stance, other 
businessmen in support services are hop- 
ing the deadline will be adhered to as they 
wait anxiously to cash in on China's ex- 
pected oil boom. 








cupation forces. Guerilla sources recently 
reported that the Soviet command in 
Kabul had taken unspecified measures to 
crack down on widespread drug abuse 
among Soviet units. Soviet soldiers and 
their officers have been known to sell mili- 
tary equipment and sometimes ammun- 
tion to acquire hashish and opium. 



























s, compiles reed and interprets them. No 
1.can afford to ignore them. Nor can any 
<ecutive or scholar or anyone who has dealings with 
sia. Decide for yourself whether any other single 


fa at your fingertips as does the Asia Yearbook. 
ow In Its 24th Edition: 


Matching the rapid pace of Asian development, we 


an afford to ignore. 







Asia 1983 Yearbook includes two new chapters in 
e pocia Section, namel y ASEAN and Fishing: You 


co uhtries. Each is divided into 3 
social, foreign relations, eco 


donesia, Singapore and Malaysi : | 
As-in the post; {һе ео ha ‘abundance of 


e material, in- 


and Tüfrastricture. The Ye: 
first-hand information on e 
tial and Population ' A 
and Social and: 
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minus the mystery, 
. minus the myi h: 
= > Asia 1983 Yearbook 


edium puts the economic, social and political realities ` 


| Asia 1983 Yearbook, celebrating its 24th anniver- 
is bigger and more comprehensive than ever be- · 


ne into greater detail, with deeper insight, to pro- _ 


| book that no person who has any жеш with ^ give you Asia as only the Farka 


also been supplied with a set of vit istics сотріва 
against a master по Коа provided by" Yearbook 
experts. 


How We Did It 

Published by the Far Eastern: Boop Review, the 
Yearbook is the result of thousands of man-hours spent 
every year, Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area. оѓ interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
Economic F leview 
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987 net attributable 
; ау to! 
lion) compared with HK$801.3 million 
. for1981. The 1 re, however, had 
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* the.sale of the O 
Lumpur. 





“tions were highlig! by a revaluation 
| ofthe company’s properties, carried out 
by estate agent Jones Lang Wootton. 
|. Total valuation at end-1982 was put at 

.HK$3.94 billion, a sharp drop of 
HK$1.44 billion from the previous year's 
figure. In line with company practice, 
changes in valuation have been transfer- 
red directly to the valuation reserve this 
` year resulting in a reduction. 
^ Net assets per ordinary share were 

HK$6.97 (HK$9.31 previously). Prop- 










The prevailin weak market condi- | 








erty-trading revenues dropped to. 
HK$228.6 million (HK$623 million pre- 
viously), with nearly all these earnings 
coming from Swire’s Taikoo Shing deve- 
lopment — a middle-income residential 
estate on Hongkong Island. 

Looking ahead, the company expects 
conditions to remain difficult. іп 1983, 


though it notes a recent pick-up in sales | 


at Taikoo Shing. The directors recom- 





mended a final dividend of 32 HK centsa 


share making a total payout for the year 
of 48 cents.a share, the same as for 1981. 

The company's share price fell on the an- 
nouncement in line with a generally 
weaker market. Although the results 
were below market expectations, 
analysts noted that the. company had 
been conservative in its accounting, par- 
ticularly by comparison with some local 
property firms. — CHRISTOPHER WOOD 





Sony takes a tumble 
Because of weak overseas sales, the con- 
..Solidated net profit of Sony Corp. of Japan 


іп the first quarter of 1983, ended Jan. 31, . 


dropped to ¥5.9 billion (US$24.7 mil- 


lion), a 71% decline over the same term | 


a year earlier. Sony's sales of videotape- 
recorders, TVs and audio equipment fell 
by only 0.1%, but its inventory liquida- 
tion at cut-rate prices and the poor per- 
formance of its subsidiaries led to the 
dismal profit performance. 
The company's domestic sales grew by 
76.496, but its sales of all products over- 
„ Seas — which account for 70% of total 
sales — fell by 2.696. Sony expects to im- 
prove its inventory balance in the rest of 
the financial year but also expects step- 


ped-up domestic and international com- | 


petition for the consumer-electronics 
> market. — HIKARU KERNS 


If haste makes waste... 


- Hysan Development, the Hongkong 
| property company, has reported an 
| after-tax profit of HK$164.3 million 
 (US$24,8 million) for 1982, an increase 
..0f 199% over the net earnings in. 1981 
and some HK$11.3 million abóve the 
company's own income forecast. The 
company has come to be known for its 
cautious approach in undertaking prop- 
erty investment and development in the 
territory where more speculative ven- 
tures have been noted in the past few 

















: d prime: proper- 
IS He lessy Centre, oe 





Centre, One Hysan Avenue, Sunning 
Plaza and Sunning Court. All this space 
is currently fully rented. 

Directors have also announced plans 
to recommend a final dividend of 2.5 HK 


"cents a share, making a total for 1982 of 


4.5 cents a share. And they added that 
continued improvement in the com- 
pany's profit picture would result from 
any future upturn in the property mar- 
ket. — JOSE GALANG 


Slowing it down 


Large Australian tyre-cable and rubber- 


products group Dunlop Olympic Ltd re- 


ported a 17.5% fall in net profit to AS23 
million (US$20.1 million) in the six 
months to Dec. 31, 1982. In the earlier 
corresponding period, it earned a net 
profit of A$27.8 million. Group revenue 
edged ahead.6% to A$691.7 million 
(previously A$654.7 million). Pre-tax 
profits fell 21%. to A$40.5 million. from 
A$51.2 million while the tax bill dropped 
to A$16.22 million from A$22.7 million. 
Interest charges rose 19% to A$10.6mil- 


lion (previously A$8.9 million) whilethe | 


depreciation. provision was raised 21% 
to A$9.2million(A$7:6 million). The in- 
terim dividend fias been held steady at 4 
А cents a share. — BRIAN ROBINS 


Weaker hotels 


-Dusit Thani, one of the two hotel stocks 
listed: on the Thai stock exchange, 
posted a Baht 59.2 million (US$2.5 mil- 
Поп) net profit in 1982, down 12.7% 
from the Baht 67.8 million earned in 
1981. Reflecting a below-target growth 





án Thailand’s tourist industry, total re-. 


venue was up moderately.at Baht 357 
million compared to Baht 332 million in 
1981205 


Showing worse results, Rama Tower E 








than earlier estimat: 
from the Baht 1.6 


















short- and long-term li 

buted to the poor results 
Revenue rose marginal 

278 million in 1981 to Baht 28 

but total assets dropped from B. 

lion to. Baht 1.7 billion 

period. — —- PAISAL SRICHAR 



















































Marinduque Mining апа 1 
Corp., the third-largest coppe 
company in the Philippines and oper 
of Southeast Asia's first nickel refi 
and the country’s largest cement pl 
widened its net loss to | bi 





sive injection of funds last ye 
loan and equity exposu 
P10 billion), blamed th авот 
sults on a combination of low prices 
its main products and secondary pr 
ducts (cobalt, gold and silver), high | 
and other costs and a уу debt-se 
burden. 
Financing charges 
of 1982 alone amo! 
Optimistic still on the company's abili 
to stage a rebound, Prime Mini 
Cesar Virata recently told newsm 
two coal-to-oil conversion projects sche 
duled for completion by the е 
March will cut operating costs by 
-P55 million a month. Marinduque 
now: completing a project that wi 
ble it to turn its 16 million-ton stockp 
- of mine tailings to productive ие 


—LEO puc: А 
still generous. 


Hongkong and Shanghai Hotels, owner 
and manager of a string of hotels inchi 
ing the Peninsula, Hongkong, has:re- | 
ported a 5% drop in its profits to ^ 

HK$127.3 million (US$19.2 million) for 
1982. However, the directors ате prop- 
osing a 20% increase in dividends for the 
year to HK$1 a share through à final pay- . 
-out of 70 HK cents. The company also 
derives revenues from tram services, | 
overseas hotel management, laundry 
services, aircraft catering, food produc- 
tion and retailing and fast-food and 
taurant eperations. 









































ay үч a host of Ану domesti 
Hang Seng Index slipped back to its | 


Hang | 5 
he period, to close at 955.11, its lowest level fo 
оге than à month. Sentiment’ was damperied by 














son is planning to come to the market to raise 






ket confidence, further setting back the rally 
cfi had been under way sincé early December. 
is that prices may drift lower until overseas 
ors are again сава in. 

























the pot at t 4, 770.23, still up, but a by 
points. Trading was heavy, with a record set on 
.16-when 31 million shares worth 5893 топ 
j million) changed hands. Analysts were di- 
n.their forecasts for the immediate future. 
say the market is still too expensive but others 
nvestors have the MY and confidence to 
‘ап advance. 



















the 3,000-point barrier on Fraser's Industrial 
r the first time. in 14 months before falling 
close the period just 31. 28 рива - at 














паї technical correction, ‘though, were still 
on Wall Street’s trend, they said. Turn- 
: s again very a at 72.9 million shares, in- 










TOKYO: share prices firmed on steady buying sùp- 








terested in blue chips. Rumours of large buying by 







omura Securities, would launch à high-technology 






Lower Opec oil prices were also a boost. The Nikkei- 





148.87 points or 4.8% on the period. 


AUSTRALIA: Sagging, local. demand and scant 
Overseas interest pushed prices lower. The Austra- 
lian All- Ordinaries Index shed 10. 





eted to fall below the 500-point Opinion 


divided on. whether the index will sli mp back to | 


480. The spate of depressed corpora 
putting prices under pres 
recognition of the gradu 


“F States economy, a ih of шейип take- 
| overs have been made. 


; NEW ZEALAND: Thé góvérüiient asneuncéd ü 


sein tap-stock rates to 13% on seven-day call, rising > 
further to: 15% after.a.year, which for non-institu- . 
tional investors may'be very attractive terms. This ^ 
“cdused some initial concern in the market but the bul- 


г corporate results, the renewed weakness of the |- 
ngkong dollar ‘and persistent rumours that Jardine | 


‚ Brokers said any such move would damage ' 


| LUMPUR: The market edged hesitantly. 


rt; though some investors have become wary of `: 
comparatively thin volume. Brokers remained in-i} 


United States interests were also tioted. There was’. 
high expectation that a leading broker, probably: 





mutual fund in cooperation with foreign investors. : 


Dow Jones Average closed. at 8,234.90 on. Mar. 18. 
(the market was closed:on Mar. 19 and Маг. 21), up 





L with the owing 4 


is in the petiod to Mar: 21 were halted hiid- 
ding poor corporate results. Hongkong" s 


bserved in Australia, Singapore, Taipei, Se ҮР ай T Bangkok. though declines were of a les- 
T крш Ending: firmer, however, were Tokyo ane? New Zealand, 












lish trend reasserted itself and the period closed on.a 
quietly firmer note, The market also held steady.atter 


Prime Minister Robert Muldoon hinted at forthcom- | 


ing measures aimed at reducing the currently high 
level of internal liquidity. However, these measures. 
could lift interest rates and cause further concern 


about the short-term direction of the market, 


-MANILA: Trading was brisk, and turnover on the. 


market reached 475.7 million shares valued at P35.7 
million (US$3.7 million), ds selling pressure 
mounted. The minus sign dominated share-price 
changes, particularly among oils, reflecting the now 


prolonged silence on the exploration front. and 


rumours that the government — sole buyer of locally 


produced oil — would.reduce its:buying price from. 


US$32 to US$27 a barrel: Market indices ій Manila 
were off from the previous week's levels by 136.2 
points for mines, 4.01 points for commercial- indus- 
trials and 0.278 of a point for oils. 


SEOUL: Uncertainty enveloped the market as 
more investors pulled out, sending share príces 
lower. The composite index, despite a mild rally at 


mid-period, lost 1.87 points to close at 119.32. Ѕоте | 






stockbrokers said many cash-rich investors are still 
disenchanted by the govérnment's policy guidelines 
on company. dividends and the Widely fluctuating 
prices. They said potential investors are switching 
their funds to bond markets which assure them of 


more attractive fixed returns. Analysts do not expect : 


the market to bounce back i in the near future. 


TAIPEI: The market remained bullish on абе р 


strength of“ favourable economic news durii 
period: lower-oil prices and cuts. in local'electricity 
and bank-lending rates. Paper and construction is- 


Sues scored the biggest advances. However, the See» 
urities and Exchange Commission moved to tighten. 
«credit for stock purchases.to cool down the market. 


The average weighted price index раїпей 10 points to 
close at 556.60. Average volume was NT$1.88 billion 
(US$47 million). 


BANGKOK: investors . who had previously 


watched from the sidelines marched back to them 
ket to spark a broad rally at mid-period. News ofthe 





improved earnings perfor | 
dustries, including many whose sh es аге е tride on 


| flecting renewed investi 
Чо more than Baht 50 million (05523 2 mii lion) 
q Mar: 17 and j 
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AUSTRALIA 


· Aust. Al-Ordinaries index 
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Today, GIB consistently appears in 
the top 30 banks engaged in this market 
гїп many fields of international demonstrating the ability to meet the 
Ling —one of the most significant growing challenge of providing 

g that of syndicated lending. 


" medium-term finance in an evolving world. 
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Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


QIBTI he International Bank. of the Seven Gul lj States 








Canon electronic typewriters. 
Their most outstanding feature 





14 Philippines 


When most people think of electronic type- 
writers they think of convenience. Things like easy 
correction, easy formatting, and automatic func- 
tions designed to eliminate the mechanical as- 
pects of typing. Every Canon electronic typewriter 
has advanced electronic features to do just that. 
In fact, we have some convenience features you 
won't find anywhere else. 


But at Canon, we were not content to just 
put some fancy circuits into an ordinary type- 
writer. We set about to combine the automation of 
electronics with a new level of mechanical preci- 
sion. The evidence of our accomplishment is in 
the finished document. For line framing, spacing 
is to within 1/240 of an inch, almost three times 
more precise than conventional typewriters. 
Vertical and horizontal lines meet exactly at the 
corner for perfect framing of charts and columns. 


This kind of accuracy cannot be achieved 
with mere circuitry. It takes attention to the 
smallest mechanical detail, and a willingness to 
use the best materials and designs rather than 
just the easiest. Canon uses an optically con- 
trolled servo motor to govern the carrier move- 
ment rather than just a simple step motor. We use 
a special two-way ratchet to control platen move- 
ment instead of the usual one-way type. And we 
mould our daisy wheel printing element to micron 
tolerances for perfect character alignment. 


All this might seem unnecessary to other 
typewriter makers. For them, a few flashy fea- 
tures might be enough to call a typewriter elec- 
tronic. But at Canon, our respect for the potential 
of electronic precision compelled us to make a 
typewriter worthy of its advanced features. 
AP500 features: eText storage expandable to 32,000 
characters. e Correction memory of 500 characters for one-touch 
correction. @ Format storage for frequently used tabs, margins and 


page sizes. e Line framing for charts, graphs, etc. eAutomatic 
centering, paper feeding, underlining, bold type, numerical columns 





precision for productivity 


Canon 


ELECTRONIC TYPEWRITERS 


wo 
= 


LETTER FROM SHANGHAI 


he biggest mistake for Dr Ling (not 

his real name) and his family was get- 
ting involved with a Christian mission 
before the communist takeover of China 
in 1949, They, and others like them, 
have paid dearly for their error. Ling's 
mother began working at the Shanghai 
mission in the early 1920s. Under the di- 
rection of a group of Western mis- 
sionaries, she helped administer a school 
for girls who had sought refuge from 
Shanghai's brothels. The mission was 
closed down by the communists in 1951, 
when the new government set up its own 
rehabilitation programme for pros- 
titutes and integrated the mission's 
charges into it. The mission's Chinese 
teachers and staff were told to find 
other work, and the Western mis- 
sionaries were sent packing to their 
homelands. 

Mrs Ling and most of her Chinese col- 
leagues did not suffer 
immediately for their 
ties with foreigners. 
They were questioned 
in the early 1950s by 
the authorities about 
their foreign associates 
and the nature of the 
mission's work, but it 
was not until the Cul- 
tural Revolution a de- 
cade later — and with it 
the anti-foreign feeling 
that swept the country 
— that the information 
collected earlier was 
used against them, and 
against their families. 

By the time China's 
leftist Red Guard radi- 
cals got to work, most 
of the mission women 
were in their 70s and 
80s, but that did not 
deter the radicals from inflicting misery 
on them and on those close to them. The 
Red Guards tracked them down with the 
damning information of their previous 
foreign contacts, and searched their 
homes for whatever evidence of *wrong- 
doing" they could find. In some cases 
they would beat or publicly humiliate the 
women for their "crimes." Later the 
women were ordered to report daily to 
their local Public Security Bureau repre- 
sentatives, seeking their permission 
whenever they ventured from home, 
even for a few hours. Fear of the bureau 
drove their friends away, isolating the 
women from all but their closest rela- 
tives. 

Ling's family came under attack for 
two reasons: first, because of Mrs Ling's 
association with foreigners before 
1949 and, second, because Ling's wife, 
as a secondary school teacher, was a 
member of China's intelligentsia, also a 
persecution target during the Cultural 
Revolution. Students from her school 





stormed the Ling home, searching for any 
scrap of information which might sup- 
port a charge that the Lings were "class 
enemies." But after the house was ran- 
sacked, the Lings were left alone for a 
while; even the students recognised 
China's desperate shortage of trained 
doctors. 

But the Lings were not to escape per- 
secution entirely, and ultimately suffered 
a particularly cruel penalty for their in- 
discretions of another era. When Ling's 
mother developed stomach cancer in the 
late 1960s and needed a life-saving oper- 
ation, Ling asked that another doctor 
perform the operation. (Normal medical 
practice would preclude a doctor from 
performing difficult and dangerous 
surgery on a close family member.) Ling 
was turned down and left with no choice 
but to operate himself. He believes this 
was a punishment for him and his mother 


The 1920s mission: fears of recrimination. 





for their former links with the foreign 
mission. The surgery was successful. 


he Cultural Revolution is over now, 

and the radicals are being denounced 
officially for their "crimes against hu- 
manity." But Ling and his mother's mis- 
sion colleagues still worry that a new 
wave of radicalism could arise and that 
they could again come under attack. In 
an interview, Ling refused to talk in a 
hotel room because “they [the Public 
Security Bureau] might want to know 
what we are talking about in secret." He 
said we should walk together, outside in 
plain sight, so as not to arouse "their" 
suspicion. He cautioned that we must 
walk as we talked so “they can't hear 
us." When we stopped in the hotel's gar- 
den to sit down, he insisted that no notes 
should be taken because "they" might 
wonder what information he was passing 
that was so important it had to be written 
down. 

Another incident involving Ling also 
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reflects the fear he still feels because of 
his experiences during the Cultural Re- 
volution. He took me to the building that 
housed the mission school where his 
mother once worked. The school, encir- 
cled by a high wall with one gate, was 
empty, but there was a guard at the gate. 
He asked Ling many questions about the 
purpose of our visit and the doctor 
answered him faithfully. The guard fi- 
nally allowed us to tour the grounds, 
though we were told not to take photo- 
graphs. 

Towards the end of our tour, I asked 
Ling to enquire if I could take just one 
picture of the school building. He asked 
the guard, and after 
much discussion it was 
agreed that one photo- 
graph could be taken 
inside the courtyard 
where no one could see 
us. The guard was afraid 
"they" would spot me 
taking the picture and 
that he would get in 
trouble for giving me 
permission. "They are 
very strict about taking 
pictures," the guard told 
Ling. After the picture- 
taking, we started to 
leave but were detained 
for a moment by the 
guard. He then insisted 
that Ling write down 
his name, address and 
telephone number in a 
visitors’ book. The 
doctor did so, but was 
visibly shaken by the command. 

Later Ling said he was concerned 
about having to leave his name with the 
guard because now “they” could trace 
him. He said “they” might ask many dif- 
ficult questions about why he was at the 
school with a foreigner. His voice and 
body shook as he spoke. He asked me 
not to take pictures of the buildings we 
planned to visit the next day. 

Since my first encounter with Ling, 
some of his fears have eased. He was not 
approached by the Public Security 
Bureau or questioned about our visit to 
the school, and he has said that he feels 
much more relaxed about speaking with 
and writing to me. He wrote: “I have 
found out things are much better now. 
We can have more contact with foreign- 
ers again.” But Ling’s mother’s friends 
remain frightened. In his last letter, he 
said he still has not persuaded his 
mother's missionary colleagues to speak 
with me. They are still afraid of recrimi- 


ASHLEY WRIGHT 


nations, he said. — ASHLEY WRIGHT 
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VOEST-ALPINE AG 

| RIEANLAGENBAU 
DUC. 2, A-4010 Linz/Austria 
Tel. (0732) 585-1 

Telex 2209-200 


VOEST-ALPINE INDUSTRIE- 
ANLAGENBAU is one of the leading 
designers and builders of slab, bloom 
and billet casting plants. Horizontal 
continuous casting is the latest proof 
of our technical capability. 


In steel production, VOEST-ALPINE 
ranks as one of the most experienced 
operators of continuous casting 
plants with an over 90% CC-share and 
nine different continuous casting 
plants in operation. 


The VOEST-ALPINE continuous 
casting concept is characterized by 
the combination of profound know- 
ledge and comprehensive experience, 
both in design and operation. 


VOEST-ALPINE continuous casting 
technology from experts for experts. 
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< The Number One Selling Cig 
intheUS.A. and the World. 


